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Forward-L ooking Statements

Thisreport (including, but not limited to, theinformation contained in “Management's Discussion and Analysisof Financial Condition and Results
of Operations’) contains forward-looking statements. All statements other than statements of historical facts contained in this report, including
statements regarding our future results of operations and financial position, business strategy and plans and objectives of management for future
operations, are forward-looking statements. When used, statements which are not historical in nature, including those containing words such as
“anticipate,” “ estimate,” “should,” “expect,” “believe,” “intend,” and similar expressions, areintended to identify forward-looking statements. We
have based forward-looking statementslargely on our current expectations and projections about future events and financial trendsthat we believe
may affect our business, financial condition and results of operations. This report also contains estimates and other statistical data made by
independent parties and by us relating to market size and growth and other industry data. This data involves a number of assumptions and
limitations, and you are cautioned not to give undue weight to such estimates. Wehave not independently verified the statistical and other industry
data generated by independent parties and contained in this report and, accordingly, we cannot guarantee their accuracy or completeness.

These forward-looking statements are subject to various risks and uncertainties, including those relating to:
« defaults on the mortgage |oans securing our tax-exempt mortgage revenue bonds,
* risks associated with investing in multifamily apartments, including changes in business conditions and the general economy;
 changesin short-term interest rates;
« our ability to use borrowings to finance our assets;
* current negative economic and credit market conditions; and
« changesin government regulations affecting our business.

Other risks, uncertainties and factors could cause our actual results to differ materially from those projected in any forward-looking statements
we make. Weare not obligated to publicly update or revise any forward-looking statements, whether as aresult of new information, future events
or otherwise. In addition, projections, assumptions and estimates of our future performance and the future performance of the industriesin which
we operate are necessarily subject to ahigh degree of uncertainty and risk dueto avariety of factors, including those described under the headings
“Risk Factors’ in Item 1A of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2010 and in Item 1A of Part 11
of thisreport.
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PART | - FINANCIAL INFORMATION
Item 1. Financial Statements.

AMERICA FIRST TAX EXEMPT INVESTORS, L.P.
CONDENSED CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

March 31, December 31,
2011 2010
Assets
Cash and cash eguivalents $ 13,326,885 $ 13,277,048
Restricted cash 22,347,932 25,252,756
Interest receivable 5,894,028 4,670,182
Tax-exempt mortgage revenue bonds held in trust, at fair value (Notes 4 & 7) 87,010,688 73,451,479
Tax-exempt mortgage revenue bonds, at fair value (Note 4) 20,916,876 27,115,164
Real estate assets: (Note 5)
Land 14,634,778 12,946,831
Buildings and improvements 111,894,984 91,802,694
Real estate assets before accumulated depreciation 126,529,762 104,749,525
Accumulated depreciation (24,530,439) (23,467,105)
Net real estate assets 101,999,323 81,282,420
Other assets (Note 6) 17,160,881 16,558,200
Total Assets $ 268,656,613 241,607,249
Liabilities
Accounts payable, accrued expenses and other liabilities 2,813,153 3,528,303
Distribution payable 3,803,399 3,803,399
Debt financing (Note 7) 105,494,584 95,608,000
Mortgages payable (Note 8) 28,100,519 10,645,982
Total Liabilities 140,211,655 113,585,684
Commitments and Contingencies (Note 12)
Partners Capital
Genera Partner (Note 2) (275,414) (280,629)
Beneficial Unit Certificate holders 161,905,435 161,389,189
Unallocated deficit of Consolidated VIEs (33,225,798) (32,945,669)
Total Partners Capital 128,404,223 128,162,891
Noncontrolling interest (Note 5) 40,735 (141,326)
Total Capital 128,444,958 128,021,565
Total Liabilities and Partners Capital $ 268,656,613 $ 241,607,249

The accompanying notes are an integral part of the condensed consolidated financial statements.
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AMERICA FIRST TAX EXEMPT INVESTORS, L.P.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

Revenues:
Property revenues
Mortgage revenue bond investment income
Other income
Total Revenues
Expenses:
Real estate operating (exclusive of items shown below)
Depreciation and amortization
Interest
Genera and administrative
Total Expenses
Net income
Less: net (income) loss attributable to noncontrolling interest
Net income - America First Tax Exempt Investors, L.P.

Net income (loss) allocated to:
General Partner
Limited Partners - Unitholders
Unallocated loss of Consolidated Property VIEs
Noncontrolling interest

Unitholders' interest in net income per unit (basic and diluted):
Net income, basic and diluted, per unit

Weighted average number of units outstanding, basic and diluted

For the Three Months Ended

March 31, 2011

March 31, 2010

3,830,573 $ 3,521,493
2,220,913 1,480,571
251,361 96,932
6,302,847 5,098,996
2,238,727 2,055,774
1,225,565 1,197,017
825,725 992,120
641,595 508,235
4,931,612 4,753,146
1,371,235 345,850
(182,061) 1,542
1,189,174 $ 347,392
14,693 $ 10,386
1,454,610 1,028,168
(280,129) (691,162)
182,061 (1,542)
1,371,235 $ 345,850
005 $ 0.05
30,122,928 21,842,928

The accompanying notes are an integral part of the condensed consolidated financial statements.
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Balance at January 1, 2011
Distributions paid or accrued
Comprehensive income:
Net Income (loss)
Unrealized gain on securities
Comprehensive income

Comprehensive income attributable
to noncontolling interest

Comprehensive income attributable
to Partnership

Balance at March 31, 2011

Balance at January 1, 2010
Deconsolidation of VIEs - (Note 3)
Consolidation of VIEs - (Note 3)
Distributions paid or accrued

Comprehensive income:

Net Income (loss)
Unrealized gain on securities

Comprehensive income

Comprehensive loss attributable to
noncontolling interest

Comprehensive income attributable
to Partnership

Balance at March 31, 2010

AMERICA FIRST TAX EXEMPT INVESTORS, L.P.
CONDENSED CONSOLIDATED STATEMENTS OF PARTNERS CAPITAL AND COMPREHENSIVE

INCOME (LOSS)
FOR THE THREE MONTHS ENDED MARCH 31, 2011 AND 2010
(UNAUDITED)

Beneficia Unallocated Accumulated
Unit Deficit of Non- Other

General Certificate Consolidated controlling Comprehensive

Partner # of Units Holders VIEs Interest Total Income (Loss)

$ (280,629) 30,122,928 $161,389,189 $(32,945,669) $ (141,326) $128,021,565 $  (9,692,233)
(38,034) (3,765,366) (3,803,400)

14,693 — 1,454,610 (280,129) 182,061 1,371,235 —

28,556 — 2,827,002 — — 2,855,558 2,855,558
4,226,793

— — — — — 182,061 —

— — — — — 4,408,854 —

$ (275,414) 30,122,928 $161,905,435 $(33,225,798) $ 40,735 $128,444,958 $ (6,836,675)

Beneficial Unallocated Accumulated

Unit Deficit of Non- Other

General Certificate Consolidated controlling Comprehensive

Partner # of Units Holders VIEs Interest Total Income (Loss)

$ 271,051 21,842,928 $130,482,881 $(32,215,697) $ 62,505 $ 98,600,740 $ (11,009,231)

15,881 — 1,572,185 1,736,388 — 3,324,454 1,588,066

27,523 — 2,724,760 — — 2,752,283 2,752,283

(29,298) — (2,730,366) — — (2,759,644) —

10,386 — 1,028,168 (691,162) (1,542 345,850 —

9,002 — 891,214 — — 900,216 900,216
1,246,066

— — — — — (1,542) —

— — — — — 1,247,608 —

$ 304545 21,842,928 $133,968,842 $(31,170,471) $ 60,963 $103,163879 $ (5,768,666)

The accompanying notes are an integral part of the condensed consolidated financial statements.
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AMERICA FIRST TAX EXEMPT INVESTORS, L.P.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

For the periods ended,

March 31, 2011

March 31, 2010

Cash flows from operating activities:

Net income $ 1371235 % 345,850
Q&ij u_stt_ments to reconcile net income to net cash provided (used) by operating
ivities:
Depreciation and amortization expense 1,225,565 1,197,017
Non-cash loss on derivatives 232,554 115,030
Bond discount amortization (116,858) —
Gain on asset sold (21,103) —
Gain on early extinquishment of debt (104,988)
Changes in operating assets and liabilities, net of effect of acquisitions
Increase in interest receivable (1,223,846) (1,056,569)
(Increase) decrease in other assets (1,056,661) (1,030,635)
Decrease in accounts payable, accrued expenses and other liabilities (529,422) (386,872)
Net cash used by operating activities (223,524) (816,179)
Cash flows from investing activities:
Acquisition of tax-exempt mortgage revenue bonds (4,492,500) —
Acquisition of partnerships, net of cash acquired (20,758,476) —
Capital expenditures (930,797) (170,374)
Proceeds from assets sold 36,500
Increasein restricted cash (125,259) (1,625,158)
Restricted cash - debt collateral (paid) released 732,403 (4,675,919)
Cash released upon foreclosure 2,047,161 —
Transfer of cash to unconsolidated VIE upon unconsolidation — (88,949)
Transfer of cash from consolidated VIE upon consolidation — 1,977
Principal payments received on tax-exempt mortgage revenue bonds 101,349 25,000
Net cash used by investing activities (23,389,619) (6,533,423)
Cash flows from financing activities:
Distributions paid (3,803,399) (2,757,945)
Increasein liabilities related to restricted cash 125,259 1,625,158
Proceeds from debt financing 27,500,584 —
Principal payments on debt financing and mortgages payable (159,464) (199,025)
Net cash provided (used) by financing activities 23,662,980 (1,331,812)
Net increase (decrease) in cash and cash equivalents 49,837 (8,681,414)
Cash and cash equivalents at beginning of period 13,277,048 17,280,535
Cash and cash equivalents at end of period $ 13,326,885 $ 8,599,121
Cash paid during the period for interest $ 816,171 $ 751,303
Distributions declared but not paid $ 3,803399 $ 2,759,664
Capital expenditures financed through accounts payable 9,601 —

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



Table of Contents

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2010
(UNAUDITED)

1. Basis of Presentation
General

AmericaFirst Tax Exempt Investors, L.P. (the “ Partnership”) was formed on April 2, 1998 under the Delaware Revised Uniform
Limited Partnership Act for the primary purpose of acquiring, holding, selling and otherwise dealing with a portfolio of federally
tax-exempt mortgage revenue bonds which have been issued to provide construction and/or permanent financing of multifamily
residential properties. Interest on these bondsisexcludable from grossincomefor federal income tax purposes. Asaresult, most
of the income earned by the Partnership is exempt from federal income taxes. The Partnership may also invest in other types of
tax-exempt securities that may or may not be secured by real estate and may make taxable mortgage |oans secured by multifamily
properties which are financed by tax-exempt mortgage revenue bonds held by the Partnership. The Partnership generally does
not seek to acquire direct interestsin real property aslong term or permanent investments. The Partnership may, however, acquire
real estate securing its tax-exempt mortgage revenue bonds or taxable mortgage loans through foreclosure in the event of a
default. In addition, the Partnership may acquire interests in multifamily apartment properties (“MF Properties’) in order to
position itself for future investments in tax-exempt bonds issued to finance these properties.

Our general partner isAmericaFirst Capital Associates Limited Partnership Two (“AFCA 2" or “General Partner”). The general
partner of AFCA2is The Burlington Capital Group LLC ("Burlington™). The Partnership has issued Beneficial Unit Certificates
(“BUCS") representing assigned limited partner intereststoinvestors (“ unitholders’). The Partnershipwill terminate on December
31, 2050 unless terminated earlier under provisions of its Agreement of Limited Partnership.

The consolidated financial statements of the “Company” reported in this Form 10-Q include the assets, liabilities and results of
operations of the Partnership, its Consolidated Subsidiaries and four other consolidated entities in which the Partnership does not
hold an ownershipinterest but which own multifamily apartment propertiesfinanced with tax-exempt bonds held by the Partnership
andwhicharetreated asvariableinterest entities("VIEs") of whichthePartnership hasbeen determined to betheprimary beneficiary
(“Consolidated VIES"). The Consolidated Subsidiaries of the Partnership consist of:
e ATAXTEBSI, LLC, aspecial purposeentity owned and controlled by the Partnership, created to facilitatethe Tax Exempt
Bond Securitization (“ TEBS") Financing with Freddie Mac and
 Eight multifamily apartments ("MF Properties") are owned by various Partnership subsidiaries. Such subsidiaries hold
a99% limited partner interest infivelimited partnershipsand 100% member positionsin threelimited liability companies.
Three apartment properties which are subject to a sales agreement and are a so reported as MF Properties — Note 2.

Stand alone financial information of the Partnership reported in this Form 10-Q includes only the assets and results of operations
of thePartnership andits Consolidated Subsidiaries (hereafter the* Partnership”) without the Consolidated VIES. Inthe Company’s
consolidated financial statements, all transactions and accounts between the Partnership, the Consolidated Subsidiaries and the
Consolidated VIEs have been eliminated in consolidation. The Partnership does not believe that the consolidation of VIEs for
reporting under accounting principlesgenerally accepted in the United States of America(* GAAP”) affectsthe Partnership’ sstatus
asapartnership for federal incometax purposes or the status of unitholders as partners of the Partnership, the treatment of the tax-
exempt bonds on the properties owned by Consolidated V1Es as debt, the tax exempt nature of the interest payments received on
bonds secured by the properties owned by Consolidated VIEs or the manner in which the Partnership’s income is reported to
unitholders on IRS Form K-1.

The preparation of financia statementsin conformity with GAAP requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financia
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates. The accompanying interim unaudited condensed consolidated financial statements have been prepared according to
the rules and regulations of the Securities and Exchange Commission. Certain information and footnote disclosures normally
included in financial statements prepared in accordance with GAAP have been condensed or omitted according to such rules and
regulations, although management believes that the disclosures are adequate to make the information presented not misleading.
The condensed consolidated financial statements should be read in conjunction with the consolidated financial statements and
notes thereto included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2010. These condensed
consolidated financial statements and notes have been prepared consistently with the 2010 Form 10-K. In the opinion of
management, all adjustments (consisting of normal and recurring accruals) necessary to present fairly the financial position as of
March 31, 2011, and the results of operationsfor the interim periods presented have been made. The results of operations for the
interim period are not necessarily indicative of the results to be expected for the full year.

5
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2. Partnership Income, Expensesand Cash Distributions

The Agreement of Limited Partnership of the Partnership contains provisions for the distribution of Net Interest Income, Net
Residual Proceeds and Liquidation Proceeds, for the allocation of income or loss from operations and for the allocation of income
and loss arising from a repayment, sale or liquidation of investments. Income and losses will be allocated to each unitholder on
aperiodic basis, as determined by the General Partner, based on the number of BUCs held by each unitholder as of the last day
of the period for which such alocation is to be made. Distributions of Net Interest Income and Net Residual Proceeds will be
made to each unitholder of record on thelast day of each distribution period based on the number of BUCs held by each unitholder
as of such date. For purposes of the Agreement of Limited Partnership, cash distributions, if any, received by the Partnership from
itsindirect interest in MF Properties (Note 5) will beincluded in the Partnership’sInterest Income and cash distributions received
by the Partnership from the sale of such properties will be included in the Partnership Residual Proceeds.

Cash distributions are currently made on a quarterly basis but may be made on a monthly or semiannual basis at the election of
AFCA 2. Oneachdistribution date, Net Interest Incomeisdistributed 99% to the unitholders and 1% to AFCA 2 and Net Residual
Proceeds are distributed 100% to unitholders except that Net Interest Income and Net Residual Proceeds representing contingent
interest in an amount equal to 0.9% per annum of the principal amount of the mortgage bonds on a cumulative basis (defined as
Net Interest Income (Tier 2) and Net Residual Proceeds (Tier 2), respectively) are distributed 75% to the unitholders and 25% to
AFCA 2.

In June 2010, the Company completed a sales transaction whereby four of the MF Properties, Crescent Village, Post Woods (I and
I1) and Willow Bend apartments in Ohio (the “Ohio Properties’), were sold to three new ownership entities controlled by an
unaffiliated not-for-profit entity. The Company acquired 100% of the $18.3 million tax-exempt mortgage revenue bonds issued
by the Ohio Housing Finance Agency as part of a plan of financing for the acquisition and rehabilitation of the Ohio Properties.
The tax-exempt mortgage bonds secured by the Ohio Properties were acquired by the Company at par and consisted of two series.
The Series A bond has a par value of $14.7 million and bearsinterest at an annual rate of 7.0%. The Series B bond has a par value
of $3.6 million and bears interest at an annual interest rate of 10.0%. Both series of bonds mature in June 2050. The Company
had previously acquired a 99% interest in the Ohio Properties as part of its strategy of acquiring existing multifamily apartment
propertiesthat it expectswill be partially financed with new tax-exempt mortgage bonds at the time the properties become eligible
for theissuance of additional low-income housing tax credits. In addition to the new tax-exempt bonds acquired by the Company,
the plan of financing for the acquisition included other subordinated debt issued by the Company. The new owners ultimately
plan to sell limited partnership interests in the properties and syndicate LIHTCs as part of the overal plan of finance. The new
owners have not contributed any capital to the transaction and the Company has effectively provided 100% of the capital structure
to the new owners as part of the sale transaction. Pursuant to the guidance on property, plant, and equipment for real estate sales,
the sale and restructure does not meet the criteria for derecognition of the properties or full accrual accounting for the gain.
treatment asasale. The guidance requires sufficient equity capital as part of a sales transaction to indicate a commitment from
the buyer (typically a minimum of 3 to 5% investment by the new owners). Asthe buyer has no equity capital in this transaction
andtheproperty operationsarethe current support for the debt service, the Company, in substance, remainsthe owner for accounting
purposes. As such, the Company will continue to consolidate the Ohio Properties as if the sale was not completed. Under the
sales agreement, the Ohio properties were sold for a total purchase price of $16.2 million. Cash received by the selling limited
partnerships as part of the sale transaction represents a gain on the sale transaction of approximately $1.8 million. The properties
will continue to be presented as MF Properties and no gain will be recognized until such time as the transaction meetsthe criteria
for derecognition of the properties and gain recognition can be accounted for asasale.

Theunallocated deficit of the Consolidated VI Esisprimarily comprised of theaccumul ated historical net |osses of the Consolidated
VIEs since the applicable consolidation date. The unallocated deficit of the VIEs and the VIES' net |osses subsequent to that date
are not allocated to the General Partner and unitholders as such activity is not contemplated by, or addressed in, the Agreement
of Limited Partnership.

3. Variablelnterest Entities

The Partnership invests in federally tax-exempt mortgage revenue bonds which have been issued to provide construction and/or
permanent financing of multifamily residential apartments. The Partnership owns 100% of these bonds and each bond is secured
by afirst mortgage on the property. The Partnership has also made taxable loans to the property owners in certain cases which
are secured by second mortgages on these properties. Although each multifamily property financed with tax-exempt mortgage
bonds held by the Partnership is owned by a separate entity in which the Partnership has no equity ownership interest, the debt
financing provided by the Partnership creates a variable interest in these ownership entities that may require the Partnership to
report the assets, liabilities and results of operations of these entities on a consolidated basis under GAAP.

6
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On January 1, 2010, the Partnership determined that eight of the entities financed by tax-exempt bonds owned by the Partnership
wereheld by VIEs. TheseVIEsare Ashley Square, Bent Tree, Cross Creek, Fairmont Oaks, lonaLakes, L ake Forest, Residences
at DeCordova ("DeCordova') and Residences at Weatherford ("Weatherford").

During the fourth quarter of 2010, the Partnership began foreclosure proceedings related to the DeCordova and Weatherford
properties. The foreclosure on these entities, replacing the ownership with a Partnership subsidiary, was completed in February
2011. The bonds are no longer in existence and the properties are reported as part of the MF Property portfolio (Note 5.) These
two properties no longer meet the criteria as VIEs, therefore the Partnership currently has six VIEs.

At March 31, 2011 the Partnership determined it isthe primary beneficiary of four of these VIEs; Bent Tree, Fairmont Oaks, lona
Lakes and Lake Forest and has continued to consolidate these entities. During 2010, the Partnership determined and reported six
properties as Consolidated VIEs: Bent Tree, DeCordova, Fairmont Oaks, 1ona Lakes, Lake Forest, and Weatherford.

The Partnership does not hold an equity interest in these VIEs and, therefore, the assets of the VIEs cannot be used to settle the
general commitments of the Partnership and the Partnership isnot responsiblefor the commitmentsand liabilitiesof theVIEs. The
primary risks to the Partnership associated with these VIESs relate to the entities ability to meet debt service obligations to the
Partnership and the valuation of the underlying multifamily apartment property which serves as bond collateral.

The following is a discussion of the significant judgments and assumptions made by the Partnership in determining the primary
beneficiary of the VIE and, therefore, whether the Partnership must consolidate the VIE.

Consolidated VIEs

In January 2011 the Partnership determined it was the primary beneficiary of the the following properties: Bent Tree, Fairmont
Oaks, lona L akes, Lake Forest, DeCordovaand Weatherford and reported these as Consolidated VIEs. Oncetheforeclosure noted
above was completed, only four properties meet the primary beneficiary criteria, Bent Tree, Fairmont Oaks, lona L akes, and Lake
Forest. The capital structure of each of these VIES consists of senior debt, subordinated debt and equity capital. The senior debt
isin the form of atax-exempt multifamily housing mortgage revenue bond and accountsfor the majority of the VIES total capital.
As the bondholder, the Partnership is entitled to principal and interest payments and has certain protective rights as established
by the bond documents. The equity ownership of three of these entities, Bent Tree, Fairmont Oaks, and L ake Forest, isultimately
held by corporations which are owned by four individuals, three of which are related parties.

The lona Lakes Consolidated VIE has entered into a merger agreement with Agape lona Lakes Inc ("AIL"), a Florida not-for-
profit affiliated with American Agape Foundation ("AAF"), whereby lona Lakes will be merged into AIL and AIL will be the
surviving entity. Thistransaction is pending and is subject to a contingency to the merger under which AIL and AAF must obtain
atax abatement by July 31, 2011. If the tax abatement is not obtained the merger will not be completed. The Partnership will
monitor and re-evaluate this pending transaction as circumstances change. Should the merger be completed the Partnership will
re-evaluate the this entity pursuant to the applicable consolidation guidance.

Additionally, each of these propertiesismanaged by an affiliate of the Partnership, AmericaFirst PropertiesM anagement Company,
LLC (“Properties Management”) which is an affiliate of Burlington. After the February 2011 foreclosure of DeCordova and
Weatherford which replaced the ownership with a Partnership subsidiary, these entities are no longer reported as Consolidated
VIEs, but are reported as MF Properties (Note 5).

In determining the primary beneficiary of these VIEs, the Partnership considered the activities of the VIE which most significantly
impact the VIES economic performance, who has the power to control such activities, the risks which the entities were designed
to create, the variability associated with thoserisksand theinterestswhich absorb such variability. The Partnership also considered
the related party relationship of the entities involved in the VIEs. It was determined that the Partnership, as part of the related
party group, met both of the primary beneficiary criteria and was the most closely associated with the VIEs and, therefore, was
determined to be the primary beneficiary.
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Non-Consolidated VIEs

Asaresult of adopting the new accounting guidance in 2010, we deconsolidated two entities, the Ashley Square and Cross Creek
VIEs. In determining the primary beneficiary of these VIEs, the Partnership considered the activities of each VIE which most
significantly impact the VIES economic performance, who has the power to control such activities, the risks which the entities
were designed to create, the variability associated with those risks and the interests which absorb such variability. The significant
activities of the VIE that impact the economic performance of the entity include leasing and maintaining apartments, determining
if the property is to be sold, decisions relating to debt refinancing, the selection of or replacement of the property manager and
the approval of the operating and capital budgets. As discussed below, while the capital structures of these VIEs resulted in the
Partnership holding a majority of the variable interests in these VIEs, the Partnership determined it does not have the power to
direct the activities of these VIEsthat most significantly impact the VIES economic performance and, asaresult, isnot the primary
beneficiary of these VIEs.

Ashley Square— Ashley Square Housing Cooperative acquired the ownership of the Ashley Square apartmentsin December 2008
from Ashley Square LL C through awarranty deed of transfer and an assumption of debt. Thistransfer of ownership constitutes
areconsideration event as outlined in the consolidation guidance which triggers are-evaluation of the holders of variable interests
to determine the primary beneficiary of the VIE. The capital structure of the VIE consists of senior debt, subordinated loans and
equity capital. The senior debt isin theform of tax-exempt mortgage revenue bonds that are 100% owned by the Partnership and
account for the majority of the VIE'stotal capital. Asthe bondholder, the Partnershipisentitled to principal and interest payments
and has certain protective rights as established by the bond documents. The VIE is organized as a housing cooperative and the
99% equity owner of this VIE is The Foundation for Affordable Housing (“FAH"), an unaffiliated Nebraska non-profit
organization. Additionally, this property is managed by Properties Management.

Cross Creek — Cross Creek Apartments Holdings LL C is the owner of the Cross Creek Apartments. On January 1, 2010, Cross
Creek Apartment Holdings LL C entered into a new operating agreement and admitted three new members. These new members
committed approximately $2.2 million of capital payable in three installments including $563,000 on January 1, 2010. The new
operating agreement and admission of new owner members constitutes a reconsideration event as outlined in the consolidation
guidance which triggers are-evaluation of the holders of variable interests to determine the primary beneficiary of the VIE. The
capital structure of the VIE consists of senior debt, subordinated loans and equity capital at risk. The senior debt isin the form
of tax-exempt mortgage revenue bonds that are 100% owned by the Partnership and account for the majority of the VIE'stotal
capital. As the bondholder, the Partnership is entitled to principal and interest payments and has certain protective rights as
established by the bond documents. The three newly admitted members of this VIE are each unaffiliated with the Partnership and
have contributed significant equity capital to the VIE. These members collectively control a 99% interest in the VIE. The other
1% member of thisVIEisFAH, whichisal sounaffiliated with the Partnership. Additionally, thisproperty ismanaged by Properties
Management.

The following tables presents information regarding the carrying value and classification of the assets held by the Partnership as
of March 31, 2011, which congtitute a variable interest in Ashley Square and Cross Creek.

Balance Sheet Maximum
Classification Carrying Vaue Exposure to Loss
Ashley Square Apartments
Tax Exempt Mortgage Revenue Bond Bond Investment  $ 5,134,442 $ 5,344,000
Property Loan Other Asset 1,190,000 5,899,306
$ 6,324,442 $ 11,243,306
Cross Creek Apartments
Tax Exempt Mortgage Revenue Bond Bond Investment  $ 7,360,161 $ 5,926,132
Property Loans Other Asset 3,297,754 3,297,754
$ 10,657,915 $ 9,223,886
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The tax exempt mortgage revenue bonds are classified on the balance sheet as available for sale investments and are carried at
fair value while property loans are presented on the bal ance sheet as other assets and are carried at the unpaid principal and interest
lessany loanlossreserves. SeeFootnote4 for additional information regarding the bondsand Footnote 6 for additional information
regarding the property loans. The maximum exposureto lossfor the bondsisequal to the unpaid principal balance asof March 31,
2011. Thedifference between the carrying value and the maximum exposureto lossisafunction of thefair value of thebond. The
maximum exposureto lossfor the property loansis equal to the unpaid principal and interest. The difference between the carrying
value and the maximum exposure is the value of loss reserves that have been previously recorded against the outstanding loan
balances.

Thefollowing tables present the effects of the consolidation of the Consolidated V1Es on the Company’ s Condensed Consolidated
Balance Sheets and Condensed Consolidated Statements of Operations.

Condensed Consolidating Balance Sheets as of March 31, 2011 and December 31, 2010:

Consolidation -
Partnership as Consolidated Elimination as
of March 31, VIEs as of of March 31, Total as of
2011 March 31, 2011 2011 March 31, 2011
Assets
Cash and cash equivalents $ 13,236,407 $ 90,478 $ — $ 13,326,885
Restricted cash 20,352,717 1,995,215 — 22,347,932
Interest receivable 11,747,200 — (5,853,172) 5,894,028
Tax-exempt mortgage revenue bonds held in trust, at fair value 109,655,763 — (22,645,075) 87,010,688
Tax-exempt mortgage revenue bonds, at fair value 36,085,633 (15,168,757) 20,916,876
Real estate assets:
Land 9,484,734 5,150,044 — 14,634,778
Buildings and improvements 63,076,701 48,818,283 — 111,894,984
Real estate assets before accumulated depreciation 72,561,435 53,968,327 — 126,529,762
Accumul ated depreciation (5,941,838) (18,588,601) — (24,530,439)
Net real estate assets 66,619,597 35,379,726 — 101,999,323
Other assets 33,006,234 1,267,446 (17,112,799) 17,160,881
Total Assets $ 290,703551 $ 38,732,865 $ (60,779,803) $ 268,656,613
Liabilities
Accounts payable, accrued expenses and other liabilities $ 1492512 $ 37515773 $ (36,195132) $ 2,813,153
Distribution payable 3,803,399 — — 3,803,399
Debt financing 105,494,584 — — 105,494,584
Mortgage payable 28,100,519 40,475,000 (40,475,000) 28,100,519
Total Liabilities 138,891,014 77,990,773 (76,670,132) 140,211,655
Partners' Capital
General Partner (275,414) — — (275,414)
Beneficial Unit Certificate holders 152,047,216 — 9,858,219 161,905,435
Unallocated deficit of Consolidated VIEs — (39,257,908) 6,032,110 (33,225,798)
Total Partners Capital 151,771,802 (39,257,908) 15,890,329 128,404,223
Noncontrolling interest 40,735 — — 40,735
Total Capital 151,812,537 (39,257,908) 15,890,329 128,444,958
Total Liabilities and Partners' Capital $ 290,703551 $ 38,732,865 $ (60,779,803) $ 268,656,613
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Assets
Cash and cash equivalents
Restricted cash
Interest receivable
Tax-exempt mortgage revenue bonds held in trust, at fair value
Tax-exempt mortgage revenue bonds, at fair value
Real estate assets:
Land
Buildings and improvements
Real estate assets before accumulated depreciation
Accumulated depreciation
Net real estate assets
Other assets
Total Assets

Liabilities
Accounts payable, accrued expenses and other
Distribution payable
Debt financing
Mortgage payable
Total Liabilities
Partners' Capital
General Partner
Beneficial Unit Certificate holders
Unallocated deficit of Consolidated VIEs
Total Partners Capital
Noncontrolling interest
Total Capital
Total Liabilities and Partners' Capital

Consolidated Consolidation -
Partnership as VIEs as of Elimination as Total as of
of December December 31, of December December 31,

31, 2010 2010 31, 2010 2010
$ 13,095,306 $ 181,742 $ — $ 13,277,048
21,259,931 3,992,825 — 25,252,756
10,154,676 — (5,484,494) 4,670,182
95,400,690 — (21,949,211) 73,451,479
47,956,608 — (20,841,444) 27,115,164
6,736,351 6,210,480 — 12,946,831
37,780,446 54,022,248 — 91,802,694
44,516,797 60,232,728 — 104,749,525
(5,229,598) (18,237,507) — (23,467,105)
39,287,199 41,995,221 — 81,282,420
33,078,415 1,334,439 (17,854,654) 16,558,200
$ 260,232,825 $ 47,504,227 $ (66,129,803) $ 241,607,249
1,580,642 39,069,063 (37,121,402) 3,528,303
3,803,399 — — 3,803,399
95,608,000 — — 95,608,000
10,645,982 50,071,000 (50,071,000) 10,645,982
111,638,023 89,140,063 (87,192,402) 113,585,684
(280,629) — — (280,629)
149,016,757 — 12,372,432 161,389,189
— (41,635,836) 8,690,167 (32,945,669)
148,736,128 (41,635,836) 21,062,599 128,162,891
(141,326) — — (141,326)
148,594,802 (41,635,836) 21,062,599 128,021,565

260,232,825 $ 47,504,227 $ (66,129,803) $ 241,607,249
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Condensed Consolidating Statements of Operations for the three months ended March 31, 2011 and 2010:

Consolidated Consolidation -
Partnership For VIEs For the Elimination For Total For the
the Three Months Three Months the Three Months Three Months
Ended March31, Ended March31, Ended March31, Ended March 31,

2011 2011 2011 2011

Revenues:
Property revenues $ 1,944,335 $ 1,886,238 $ — $ 3,830,573
Mortgage revenue bond investment income 2,904,674 — (683,761) 2,220,913
Other income 146,373 3,416,838 (3,311,850) 251,361

Total Revenues 4,995,382 5,303,076 (3,995,611) 6,302,847
Expenses:
Readl estate operating (exclusive of items shown below) 1,182,603 1,056,124 — 2,238,727
Depreciation and amortization 694,095 544,726 (13,256) 1,225,565
Interest 825,725 1,324,298 (1,324,298) 825,725
General and administrative 641,595 — — 641,595

Total Expenses 3,344,018 2,925,148 (1,337,554) 4,931,612
Net income (l0ss) 1,651,364 2,377,928 (2,658,057) 1,371,235
Less: net gain attributable to noncontrolling interest (182,061) — — (182,061)
Net income (loss) - America First Tax Exempt
Investors, L. P. $ 1,469,303 $ 2,377,928 $ (2,658,057) $ 1,189,174

Consolidated Consolidation -
Partnership For VIEs For the Elimination For Total For the
the Three Months Three Months the Three Months Three Months
Ended March 31, Ended March 31, Ended March 31, Ended March 31,
2010 2010 2010 2010

Revenues:
Property revenues $ 1753591 $ 1,767,902 $ — 3,521,493
Mortgage revenue bond investment income 2,296,285 — (815,714) 1,480,571
Oher income 96,932 — — 96,932

Total Revenues 4,146,808 1,767,902 (815,714) 5,098,996
Expenses:
Real estate operating (exclusive of items shown below) 959,702 1,096,072 — 2,055,774
Depreciation and amortization 668,858 541,415 (13,256) 1,197,017
Interest 973,002 1,364,637 (1,345,519) 992,120
General and administrative 508,235 — — 508,235

Total Expenses 3,109,797 3,002,124 (1,358,775) 4,753,146
Net income (loss) 1,037,011 (1,234,222) 543,061 345,850
Less: net loss attributable to noncontrolling interest 1,542 — — 1,542
Net income (loss) - America First Tax Exempt Investors,
L.P. 1,038,553 $ (1,234,222) $ 543,061 $ 347,392

4. Investmentsin Tax-Exempt Bonds

The tax-exempt mortgage revenue bonds owned by the Company have been issued to provide construction and/or permanent
financing of multifamily residential properties and do not include the tax-exempt bonds issued with respect to properties owned
by Consolidated VIEs or the Ohio Properties presented as MF Properties (Note 5). The Company had the following investments
in tax-exempt mortgage revenue bonds as of dates shown:
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Description of Tax-Exempt Mortgage

March 31, 2011

Cost adjusted for

Revenue Bonds pay-downs Unrealized Gain Unrealized Loss Estimated Fair Vaue
Ashley Square ® $ 5,344,000 $ — % (209,558) $ 5,134,442
Autumn Pines @ 12,344,647 — (793,382) 11,551,265
BellaVista® 6,695,000 — (931,810) 5,763,190
Bridle Ridge @ 7,840,000 — (994,818) 6,845,182
Brookstone ® 7423421 494,537 — 7,917,958
Cross Creek @ 5,926,132 1,434,029 — 7,360,161
Lost Creek @ 15,959,317 805,383 — 16,764,700
Runnymede @ 10,755,000 — (1,360,507) 9,394,493
Southpark @ 11,960,464 494,442 — 12,454,906
Woodlynn Village® 4,522,000 — (697,609) 3,824,391
Tax-exempt mortgage revenue bonds held

intrust 88,769,981 $ 3228391 $ (4,987,684) $ 87,010,688

March 31, 2011

Description of Tax-Exempt Mortgage Cost adjusted for

Revenue Bonds pay-downs Unrealized Gain Unrealized Loss Estimated Fair Value
Briarwood Manor 4,495,141 149,508 — 4,644,649
Clarkson College 5,811,667 — (747,793) 5,063,874
Woodland Park 15,662,000 — (4,453,647) 11,208,353
Tax-exempt mortgage revenue bonds $ 25,968,808 $ 149508 $ (5,201,440) $ 20,916,876

Description of Tax-Exempt Mortgage

December 31, 2010

Cost adjusted for

Revenue Bonds pay-downs Unrealized Gains Unrealized Loss Estimated Fair Value
Ashley Square @ $ 5,356,000 $ — 3 (643813) $ 4,712,187
BellaVista® 6,695,000 — (1,044,554) 5,650,446
Bridle Ridge @ 7,865,000 — (1,342,509) 6,522,491
Brookstone @ 7,418,019 287,507 — 7,705,526
Cross Creek @ 5,913,776 1,337,352 — 7,251,128
Lost Creek @ 15,928,741 516,094 — 16,444,835
Runnymede ® 10,755,000 — (1,545,327) 9,209,673
Southpark @ 11,940,458 264,143 — 12,204,601
Woodlynn Village ® 4,522,000 — (771,408) 3,750,592
Tax-exempt mortgage revenue bonds held

intrust 76,393,994 $ 240509 $ (5,347,611) $ 73,451,479

Description of Tax-Exempt Mortgage

December 31, 2010

Cost adjusted for

Revenue Bonds pay-downs Unrealized Gain Unrealized Loss Estimated Fair Value
Autumn Pines $ 12,334,247 $ — 3 (1,244,227) $ 11,090,020
Clarkson College 5,836,667 — (821,753) 5,014,914
Woodland Park 15,662,000 — (4,651,770) 11,010,230
Tax-exempt mortgage revenue bonds $ 33832914 $ — % (6,717,750) $ 27,115,164

(1) Bonds owned by ATAX TEBSI, LLC, Note 7
(2) Bond held by Duetsche Bank in a secured financing transaction, Note 7
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Valuation- Asall of the Company’ sinvestmentsintax-exempt mortgagerevenuebondsarecl assified asavail abl e-for-sal esecurities,
they are carried on the balance sheet at their estimated fair values. Due to the limited market for the tax-exempt bonds, these
estimates of fair value do not necessarily represent what the Company would actually receive in asale of the bonds. Thereisno
active trading market for the bonds and price quotes for the bonds are not generally available. Asof March 31, 2011, all of the
Company’ stax-exempt mortgage revenue bondswere val ued using discounted cash flow and yield to maturity analyses performed
by management. Management’svaluation encompasses judgment inits application. The key assumption in management’syield
to maturity analysis is the range of effective yields on the individual bonds. At March 31, 2011, the range of effective yields on
the individual bonds was 6.7% to 8.6%. Additionally, the Company calculated the sensitivity of the key assumption used in
calculating thefair values of these bonds. Assuming animmediate 10 percent adverse change in the key assumption, the effective
yields on the individual bonds would increase to a range of 7.3% to 9.4% and would result in additional unrealized losses on the
bond portfolio of approximately $8.8 million. This sensitivity analysisis hypothetical and is as of a specific point intime. The
results of the sensitivity analysismay not beindicative of actual changesinfair value and should be used with caution. If available,
the general partner may also consider price quotes on similar bonds or other information from external sources, such as pricing
services. Pricing services, broker quotes and management’ s analyses provide indicative pricing only.

Unrealized gains or l0sses on these tax-exempt bonds are recorded in accumulated other comprehensive income (loss) to reflect
changesin their estimated fair values resulting from market conditions and fluctuations in the present value of the expected cash
flows from the underlying properties. As of March 31, 2011, all of the current bond investments except the Ashley Square,
Briarwood Manor, Brookstone, Cross Creek, Lost Creek, and South Park investments have been in an unrealized loss position for
greater than twelve months. The Company has reviewed each of its mortgage revenue bonds for impairment. Based upon this
evaluation, the current unrealized losses on the bonds are considered to be temporary. Valuations have improved during the first
quarter of 2011. If the credit and capital markets would deteriorate, the Company experiences deterioration in the values of its
investment portfolio or if the Company’sintent and ability to hold certain bonds changes, the Company may incur impairments
to its investment portfolio which could negatively impact the Company’sfinancial condition, cash flows, and reported earnings.

In February 2011, the Partnership acquired the tax-exempt mortgage revenue bond for a 100 unit multifamily apartment complex
located in Montclair, Californiaknown as Briarwood Manor A partmentsfor approximately $4.5 million which represented 100%
of the bond issuance. The bond's approximate outstanding par value is $5.5 million and earns interest at an annual rate of 5.3%
with amonthly interest and principal payment and stated maturity date of June 1, 2038. Based on the purchase price discount,
the bond will yield approximately 7.0% to the Partnership. The bond does not provide for contingent interest. The Company has
determined that the entity which owns Briarwood Manor does not meet the definition of a VIE and, accordingly, its financial
statements are not consolidated into the consolidated financial statements of the Company.

The Partnership previously identified three tax-exempt mortgage revenue bonds for which certain actions may be necessary to
protect the Partnership’s position as a secured bondholder and lender. These bonds are Woodland Park, DeCordova and
Weatherford. The Partnership foreclosed on the bonds secured by DeCordova and Weatherford in February 2011 and one of the
Partnership's subsidiaries took full ownership of these two properties. These properties are now classified and presented as MF
Properties of the Company as discussed in Note 5. The following is a discussion of the circumstances related to the Woodland
Park property.

Woodland Park. Woodland Park was completed in November 2008, but remainsinitsinitial lease-up phase and has not
yet reached stabilization which is defined in the bond documents as the generation of a 1.15:1 debt service coverage ratio for six
straight months. Additionally, there were insufficient funds on deposit with the bond trustee to make the debt service payment of
approximately $452,000 on the bonds which was due on May 3, 2010 and the property owner did not provide additional capital
to fund the shortfall. Asaresult, apayment default on the bonds has occurred. In order to protect itsinvestment, the Partnership
hasissued aformal notice of default through the bond trustee and has started the foreclosure process. The foreclosure processis
expected to take several monthsto complete. The Partnership would expect to remove and replace the general and limited partners
of the property owner through foreclosure. Thisaction would allow anew property owner to re-syndicate the L IHTCs associated
with this property. If these LIHTCs can be successfully re-syndicated, it will provide additional capital to the project which can
be used to support debt service payments on the tax-exempt mortgage revenue bonds until property operations improve to the
point that sufficient cashisgenerated to pay any past due amountson the bondsaswell asongoing debt service. If there-syndication
of LIHTCsis not successful, the Partnership may pursue other options including making additional taxable loans to the property
or compl eting theforecl osure processand taking direct ownership of the property. ThePartnership believesthat themost significant
issuein the slow lease-up of the property and its failure to achieve stabilization has been the 100% set aside of the rental unitsfor
tenants that make less than 60% of the area median income. At the request of the Partnership, in April 2010, the property owner
reduced the number of units set aside for affordable tenantsto 75% and began leasing 59 unitsto market rate tenants. Additionally,
the property owner has agreed that, if needed to stabilize the property, it would further reduce the units set aside for affordable
tenants to 60% thereby making an additional 35 units available to market rate tenants. As of December 31, 2010, the property
had 190 unitsleased out of total availableunitsof 236, or 81% physical occupancy. Asof March 31, 2011, occupancy hasincreased
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to 199 units, or 84% physica occupancy, and an additional four leases are pending. Based on thelevel of leasing activity resulting
from the change in the mix of affordable and market rate tenants, the Partnership continues to believe that Woodland is capable
of reaching stabilization.

In June 2010, the Company completed a sal es transaction whereby four of the MF Properties, Ohio Properties, were sold to three
new ownership entities controlled by an unaffiliated not-for-profit entity. The Company acquired 100% of the $18.3 million tax-
exempt mortgage revenue bonds issued by the Ohio Housing Finance Agency as part of a plan of financing for the acquisition
and rehabilitation of the Ohio Properties. The tax-exempt mortgage bonds secured by the Ohio Properties were acquired by the
Company at par and consisted of two series. The Series A bond has a par value of $14.7 million and bears interest at an annual
rate of 7.0%. The Series B bond has a par value of $3.6 million and bears interest at an annual interest rate of 10.0%. Both series
of bonds maturein June 2050. The guidance requires sufficient equity capital as part of asalestransactionto indicate acommitment
from the buyer (typically a minimum of 3 to 5% investment by the new owners). As the buyer has no equity capital in this
transaction and the property operations are the current support for the debt service, the Company, in substance, remainsthe owner
for accounting purposes. As such, the Company will continue to consolidate the Ohio Properties asif the sale was not compl eted
and the bonds are eliminated upon consolidation. (Note 2).

5. Real Estate Assets

MF Properties

Tofacilitate itsinvestment strategy of acquiring additional tax-exempt mortgage bonds secured by MF Properties, the Company
hasacquired through itsvarious subsidiaries 99% limited partner positionsin fivelimited partnershipsand 100% member positions
inthreelimited liability companiesthat own the MF Properties. Thefinancial statements of these properties are consolidated with
those of the Company. The general partners of these partnerships are unaffiliated parties and their 1% ownership interest in these
limited partnerships is reflected in the Company’s consolidated financial statements as non-controlling interests. The Company
expects each of these MF Properties to eventually be sold either to a not-for-profit entity or in connection with a syndication of
LIHTCs. The Company expects to purchase tax-exempt mortgage revenue bonds issued by the new property owners as part of
the restructuring.

Recent Transactions

On March 31, 2011 the Partnership purchased The Arboretum on Farnam Drive ("Arboretum™), a 145 unit independent senior
living facility located in Omaha, Nebraska, for approximately $20.0 million plus transaction expenses of approximately $449,000.
The purchase price was funded through a conventional mortgage of $17.5 million and cash on hand. The mortgage payable is
with Omaha State Bank, carries a 5.25% fixed rate and matures on March 31, 2014. The Partnership intends to restructure the
property operations by shifting from an entrance fee rental income model utilized by the prior ownership to a current market rent
model. Upon lease-up and stabilization of the property, projected to occur within the next 12 months, the Partnership expects to
sell the property to a 501(c)3 not-for-profit entity and acquire tax-exempt mortgage revenue bonds collateralized by the property.

In February 2011 the Partnership foreclosed on the bonds secured by DeCordova and Weatherford and one of the Partnership's
subsidiaries took 100% ownership interest in these limited liability companies. Both properties are reported as MF Properties.
The following is adiscussion of the circumstances related to the DeCordova and Weatherford properties.

Residences at DeCordova. This property is a senior (55+) affordable housing project located in Granbury, Texasin the
Dallas-Fort Wortharea. Asof March 31, 2011, the property had 70 units|eased out of total available unitsof 76, or approximately
92% physical occupancy. As of December 31, 2010, the property had 65 units leased out of total available units of 76, or 86%
physical occupancy. At thistime the Partnership expects to operate the property as a market rate rental property for the next 12
months when it will evaluate its optionsin order to recoup its investment.

Residences at Weatherford. Residences at Wesatherford are currently under construction and will contain 76 units upon
completion. Thisproperty isasenior (55+) affordable housing project located in Weatherford, Texasin the Dallas-Fort Worth area.
The vertical construction of this property has begun and on March 31, 2011 was approximately 30% complete. The expected
completion date is January, 2012. The Partnership intends to fund the construction and stabilization of the property. Further, the
Partnership expectsto operate the property as amarket rate property and will evaluate its optionsin order to recoup itsinvestment.

In June 2010, the Company completed a sales transaction whereby four of the MF Properties were sold to three new ownership
entities controlled by an unaffiliated not-for-profit entity. Asthe buyer has no equity capital in this transaction and the property
operations are the current support for the debt service, the Company, in substance, remains the owner for accounting purposes.
As such, the Company will continue to consolidate the Ohio Properties as if the sale was not completed. The properties will
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continue to be presented as MF Properties and no gain will be recognized until such time as the transaction meets the criteriafor

derecognition of the properties and gain recognition can be accounted for as asale. (Note 2).

MF Properties
Number of Buildings and Carrying Value at
Property Name Location Units Land I mprovements March 31, 2011
Arboretum Omaha, NE 145 $ 1,696,344 $ 18,334,706 $ 20,031,050
Eagle Ridge Erlanger, KY 64 290,763 2,462,918 2,753,681
Meadowview Highland Heights, KY 118 688,539 5,019,530 5,708,069
Churchland Chesapeake, VA 124 1,171,146 6,366,175 7,537,321
Glynn Place Brunswick, GA 128 743,996 4,644,574 5,388,570
Greens of Pine Glen Durham, NC 168 1,744,760 5,223,796 6,968,556
Residences of DeCordova Granbury, TX 76 527,436 4,821,912 5,349,348
Residences of Weatherford Weatherford, TX 76 533,000 1,412,797 1,945,797
55,682,392
Less accumul ated depreciation (depreciation expense of approximately $400,000 in 2011) (3,646,088)
Balance at March 31, 2011 $ 52,036,304
MF Properties Subject to Sales Agreement
Number of Buildings and Carrying Value at
Property Name Location Units Land Improvements March 31, 2011
Crescent Village Cincinnati, OH N % 353,117 $ 4,732,086 $ 5,085,203
Willow Bend Hilliard, OH 92 580,130 3,135,709 3,715,839
Postwoods Reynoldsburg, OH 180 1,148,504 6,929,497 8,078,001
16,879,043
L ess accumul ated depreciation (depreciation expense of approximately $200,000 in 2011) (2,295,750)
Balance at March 31, 2011 $ 14,583,293
MF Properties
Number of Buildings and Carrying Value at
Property Name Location Units Land Improvements  December 31, 2010
Eagle Ridge Erlanger, KY 64 $ 290,763 $ 2,459,077 $ 2,749,840
Meadowview Highland Heights, KY 118 703,936 5,010,028 5,713,964
Churchland Chesapeake, VA 124 1,171,146 6,358,531 7,529,677
Glynn Place Brunswick, GA 128 743,996 4,636,281 5,380,277
Greens of Pine Glen Durham, NC 168 1,744,760 5,211,465 6,956,225
28,329,983
Less accumulated depreciation (depreciation expense of approximately $1.3 million in 2010) (3,100,512)
Balance at December 31, 2010 $ 25,229,471
MF Properties Subject to Sales Agreement
Number of Buildings and Carrying Vaue at
Property Name Location Units Land Improvements  December 31, 2010
Crescent Village Cincinnati, OH Q0 353,117 4395937 $ 4,749,054
Willow Bend Hilliard, OH 92 580,130 3,070,386 3,650,516
Postwoods Reynoldsburg, OH 180 1,148,504 6,638,740 7,787,244
16,186,814
Less accumulated depreciation (depreciation expense of approximately $600,000 in 2010) (2,129,086)
Balance at December 31, 2010 $ 14,057,728
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Consoldidated VIE Properties

In addition to the MF Properties, the Company consolidates the assets, liabilities and results of operations of the Consolidated
VIEs in accordance with the accounting guidance on consolidations. Although the assets of these VIEs are consolidated, the
Company has no ownership interest in the VIEs other than to the extent they serve as collateral for the tax-exempt mortgage
revenuebondsowned by the Partnership. Theresultsof operationsof those propertiesarerecorded by the Company in consolidation
but any net income or loss from these properties does not accrue to the unitholders or the general partner, but is instead included
in "Unallocated deficit of Consolidated VIEs.”

The Company consolidated the following properties owned by Consolidated VIEsin continuing operations as of March 31, 2011
and December 31, 2010:

Consolidated VIEs

Number of Buildings and Carrying Value at
Property Name Location Units Land Improvements March 31, 2011
Bent Tree Apartments Columbia, SC 232 $ 986,000 $ 11,615,957 $ 12,601,957
Fairmont Oaks Apartments Gainsville, FL 178 850,400 8,486,299 9,336,699
lona Lakes Apartments Ft. Myers, FL 350 1,900,000 17,587,223 19,487,223
Lake Forest Apartments Daytona Beach, FL 240 1,396,800 11,145,648 12,542,448
53,968,327
L ess accumul ated depreciation (depreciation expense of approximately $533,000 in 2011) (18,588,601)
$ 35,379,726
Consolidated VIES
Number of Buildings and Carrying Vaue at
Property Name Location Units Land Improvements December 31, 2010
Bent Tree Apartments Columbia, SC 232 % 986,000 $ 11,598,081 $ 12,584,081
Fairmont Oaks Apartments Gainsville, FL 178 850,400 8,431,601 9,282,001
Residences at DeCordova Granbury, TX 76 527,436 4,761,552 5,288,988
Residences at Weatherford Weatherford, TX 76 533,000 602,996 1,135,996
lona Lakes Apartments Ft. Myers, FL 350 1,900,000 17,508,844 19,408,844
Lake Forest Apartments Daytona Beach, FL 240 1,396,800 11,136,018 12,532,818
60,232,728
Less accumulated depreciation (depreciation expense of approximately $2.2 million in 2010) (18,237,507)
$ 41,995,221

6. Other Assets

The Company had the following Other Assets as of dates shown:

March 31, 2011 December 31, 2010

Property loans receivable $ 16,652,832 $ 16,465,960
Less: Allowance for property loans (10,213,281) (9,899,749)
Judgment receivable 710,690 710,690
Less: Allowance for judgment receivable (700,000) (700,000)
Deferred financing costs - net 4,106,300 4,040,735
Fair value of derivative contracts 3,174,237 3,406,791
Other assets 3,430,103 2,533,773
Total Other Assets $ 17,160,881 $ 16,558,200
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In addition to the tax-exempt mortgage revenue bonds held by the Company, taxable property loans have been made to the owners
of the properties which secure the bonds and are reported as Other Assets, net of allowance. The Company periodicaly, or as
changesin circumstances or operations dictate, eval uates such taxableloansfor impairment. The value of the underlying property
assets is ultimately the most relevant measure of value to support the taxable loan values. The Company utilizes a discounted
cash flow model in estimating a property fair value. A number of different discounted cash flow models containing varying
assumptions are considered. The various models may assume multiple revenue and expense scenarios, various capitalization
rates and multiple discount rates. Other information, such as independent appraisals, may be considered in estimating a property
fair value. If the estimated fair value of the property after deducting the amortized cost basis of any senior tax-exempt mortgage
revenue bond exceeds the principal balance of the property loan then no potential lossisindicated and no allowance for property
loans is needed. If the estimated fair value of the property after deducting the amortized cost basis of any senior tax-exempt
mortgage revenue bond exceeds the principle balance of the property loan then no potential lossisindicated and no allowance for
loan loss is needed. In estimating the property valuation, the most significant assumptions utilized in the discounted cash flow
model remained the same as discussed in the Form 10-K. There have been no changes during the first quarter 2011 that would
reguire changes to the assumptions.

During the first quarter of 2011, the Partnership loaned Foundation for Affordable Housing an approximate $73,000 and loaned
Cross Creek an additional $114,000. Approximately $120,000 of accrued interest on the Foundation for AffordableHousing taxable
loan isincluded in the quarter's consolidated income statement. Approximately $190,000 of first quarter accrued interest on the
Cross Creek taxable loan was included in the allowance.

The following is a summary of the taxable loans, accrued interest and allowance on the amounts due at March 31, 2011 and
December 31, 2010, respectively:

March 31, 2011

Outstanding Accrued Net Taxable
Balance Interest Allowance Loans
Foundation for Affordable Housing $ 4,450,147 $ 517,170 $ — $ 4,967,317
Ashley Square 4,786,342 1,112,964 (4,709,306) 1,190,000
Woodland Park 914,116 75,816 (989,932) —
Cross Creek 6,502,227 1,309,570 (4,514,043) 3,297,754

$ 16652832 $ 3015520 $ (10,213,281) $ 9,455,071

December 31, 2010

Outstanding Accrued Net Taxable
Balance Interest Allowance Loans
Foundation for Affordable Housing $ 43772715 $ 397,110 $ — $ 4,774,385
Ashley Square 4,786,342 1,018,634 (4,614,976) 1,190,000
Woodland Park 914,116 46,983 (961,099) —
Cross Creek 6,388,227 1,119,201 (4,323,674) 3,183,754

$ 16465960 $ 2581928 $ (9,899,749) $ 9,148,139

7. Debt Financing

In March 2011, the Partnership entered into a sale and repurchase transaction with Deutsche Bank related to the Autumn Pines
tax-exempt mortgage revenue bond. Thetransaction is structured such that Deutsche Bank purchased the Autumn Pines bond for
$10.0 million plus accrued interest on March 31, 2011 and the Partnership will repurchase the Autumn Pines bond on June 30,
2011 for $10.0 million plus accrued interest. This transaction is a secured financing arrangement and is reflected as such in the
financial statements. The proceeds of this structured financing were utilized to enable the Partnership to complete the recent
investments in the Briarwood Manor tax-exempt bond and the Arboretum MF Property.

During 2010, the Partnership and its Consolidated Subsidiary ATAX TEBSI, LLC, entered into a number of agreements relating
to along-term debt financing facility provided through the securitization of thirteen tax-exempt mortgage revenue bonds owned
by the ATAX TEBS I, LLC (the “Sponsor”) pursuant to the TEBS Financing. The TEBS Financing essentially provides the
Company with along-term variable-rate debt facility at interest rates reflecting prevailing short-term tax-exempt rates (Note 4)
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The gross proceeds from TEBS Financing were approximately $95.8 million. After the payment of transaction expenses, the
Company received net proceeds from the TEBS Financing of approximately $90.4 million. The Company applied approximately
$49.5 million of these net proceeds to repay the entire outstanding principal of, and accrued interest on, its secured term loan from
Bank of America

The Class A TEBS Certificates were issued in an initia principal amount of $95.8 million and were sold through a placement
agent to unaffiliated investors. The holders of the Class A TEBS Certificates are entitled to receive regular payments of interest
from Freddie Mac at a variable rate which resets periodically based on the weekly Securities Industry and Financial Markets
Association (“SIFMA™) floating index rate plus certain credit, facility, remarketing and servicing fees (the “Facility Fees’). As
of closing, the SIFMA rate was equal to 0.25% and the total Facility Feeswere 1.9%, resulting in atotal initial cost of borrowing
of 2.15%. Asof March 31, 2011 and December 31, 2010, the SIFMA rate was equal to 0.25% and 0.34%, respectively, resulting
in atotal cost of borrowing of 2.15% and 2.24%, respectively.

The Company’s Debt Financing as of March 31, 2011, contractually matures over the next five years and thereafter as follows:

2011 $ 10,561,584
2012 945,000
2013 1,009,000
2014 1,083,000
Thereafter 91,896,000
Total $ 105,494,584

8. Mortgages Payable

The Company reports the mortgage loans secured by certain MF Properties on its consolidated financial statements as Mortgages
payable. As of March 31, 2011, outstanding mortgage loans totaled approximately $28.1 million. As of December 31, 2010,
outstanding mortgage loans total ed approximately $10.6 million.

On March 31, 2011 the Company purchased Arboretum, an independent senior living facility in Omaha, Nebraska. A portion of
the purchase price was financed with approximately $17.5 million mortgage payable with Omaha State Bank. This mortgage
carries a5.25% fixed rate and matures on March 31, 2014.

The Company’s mortgages payable as of March 31, 2011 contractually mature over the next five years and thereafter as
follows:

2011 $ 4,444,857
2012 126,220
2013 6,029,442
2014 17,500,000
Thereafter —
Total $ 28,100,519

9. Transactionswith Related Parties

The general partner of the Partnership, AFCA 2, is entitled to receive an administrative fee from the Partnership equal to 0.45%
per annum of the outstanding principal balance of any of its tax-exempt mortgage revenue bonds, taxable loans collateralized by
real property, and other tax-exempt investments for which the owner of the financed property or other third party is not obligated
to pay such administrative fee directly to AFCA 2. For the quarters ended March 31, 2011 and 2010, the Partnership paid
administrative fees to AFCA 2 of approximately $201,000 and $94,500, respectively. In addition to the administrative fees paid
directly by the Partnership, AFCA 2 receives administrative fees directly from the owners of properties financed by certain of the
tax-exempt mortgage revenue bonds held by the Partnership. These administrative fees also equal 0.45% per annum of the
outstanding principal balance of these tax-exempt mortgage revenue bonds and totaled approximately $46,000 and $67,800 for
the quarters ended March 31, 2011 and 2010, respectively.
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AFCA 2 earned mortgage placement feesin connection with the acquisition of certain tax-exempt mortgage revenue bonds. These
mortgage placement fees were paid by the owners of the respective properties and, accordingly, have not been reflected in the
accompanying condensed consolidated financial statements becausethese propertiesarenot considered VIEs. Duringthe quarters
ended March 31, 2011 and 2010, AFCA 2 earned mortgage placement fees of approximately $243,000 and $0, respectively.

An affiliate of AFCA 2, America First Properties Management Company, LLC (“Properties Management”), provides property
management services for Ashley Square Apartments, lona Lakes Apartments, Bent Tree Apartments, Lake Forest Apartments,
Fairmont Oaks Apartments, Cross Creek, Clarkson College, Woodland Park, Residences at DeCordova, Eagle Ridge, Crescent
Village, Meadowview, Willow Bend, Postwoods, Churchland, Glynn Place and Greens of Pine Glen. Properties Management
earned management fees of approximately $255,500 and $238,600 for the quarters ended March 31, 2011 and 2010, respectively,
for the management of these properties. These property management fees are not Partnership expenses, but are paid in each case
by the owner of the multifamily apartment property. However, for properties owned by entitiestreated as Consolidated VIEs and
for MF Properties, the property management fees are reflected as real estate operating expenses on the Company’s consolidated
financial statements. The property management fees are paid out of the revenues generated by all properties financed by tax-
exempt bonds and taxable mortgages prior to the payment of debt service on the Partnership’s tax-exempt revenue bonds and
taxable loans.

The owners of the limited-purpose corporations which own four of the Consolidated VIEs held by the Company are employees
of Burlingtonwho arenot involved in the operation or management of the Company and who are not executive officersor managers
of Burlington.

10. Interest Rate Derivative Agreements

Asof March 31, 2011, the Company has four derivative agreementsin order to mitigate its exposure to increases in interest rates
on its variable-rate debt financing and mortgages payable. The terms of the derivative agreements are as follows:

Effective Purchase
Date Purchased Notional Amount Capped Rate Maturity Date Price Counterparty
September 2, 2010 $ 31,936,667 3.00%  September 1,2017 $ 921,000 Bank of New York Mellon
September 2,2010  $ 31,936,667 3.00%  September 1,2017 $ 845,600 Barclays Bank PLC
September 2, 2010 $ 31,936,667 3.00%  September 1,2017 $ 928,000 Royal Bank of Canada
October 29, 2008 $ 4,480,000 6.00%  November1,2011 $ 26,512 Bank of America

These interest rate derivatives do not qualify for hedge accounting and, accordingly, they are carried at fair value, with changes
infair valueincluded in current period earnings within interest expense. The change in the fair value of these derivative contracts
resulted in an increase in interest expense of approximately $233,000 and $115,000 for the quarters ended March 31, 2011 and
2010, respectively.

11. Segment Reporting
The Company consists of three reportable segments, Tax-Exempt Bond I nvestments, MF Properties, and Consolidated VIEs. In

addition to the three reportable segments, the Company also separately reports its consolidation and elimination information
because it does not allocate certain items to the segments.
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Tax-Exempt Bond I nvestments Segment

The Tax-Exempt Bond Investments segment consists of the Company’ sportfolio of federally tax-exempt mortgage revenue bonds
which have been issued to provide construction and/or permanent financing of multifamily residential apartments. Such tax-
exempt bonds are held as long-term investments. The multifamily apartment properties financed by these tax-exempt bonds
contain a total of 3,606 rental units. As of March 31, 2011, the Company held sixteen tax-exempt bonds (secured by sixteen
properties) not associated with Consolidated V1Esand four tax-exempt bonds associ ated with Consolidated VIEs. Of thesetwenty
tax-exempt bonds, six are owned directly by the Partnership, thirteen are owned by the Partnership's Consolidated Subsidiary,
ATAX TEBSI, LLC, and oneis held in trust by Deutsche Bank. Additionally, two of these bonds secured by the three Ohio
Properties subject to a sales agreement (Note 2) are eliminated in consolidation on the Company's financial statements.

MF Properties Segment

The MF Properties segment consists of indirect equity interestsin eleven multifamily apartment propertieswhich are not currently
financed by tax-exempt bonds held by the Partnership but which the Partnership eventually intends to finance by such bonds
through arestructuring. 1nconnectionwith any such restructuring, the Partnership will berequired to dispose of any equity interest
held in such MF Properties. The Partnership'sinterestsin its current MF Properties are not currently classified as AssetsHeld for
Sale because the Partnership is not actively marketing them for sale, there is no definitive purchase agreement in existence that,
under current guidance, can be recognized as a sale of real estate assets and, therefore, no sale is expected in the next twelve
months. Asdiscussed above, the Ohio Properties are subject to a sales agreement (Note 2). During the time the Partnership holds
an interest in a MF Property, any net rental income generated by the MF Propertiesin excess of debt service will be available for
distribution to the Partnership in accordance with its interest in the MF Property. Any such cash distribution will contribute to
the Partnership’s Cash Availablefor Distribution (“*CAD").

The Consolidated VIE Segment

The Consolidated VIE segment consists of multifamily apartment properties which are financed with tax-exempt bonds held by
the Partnership, the assets, liabilities and operating results of which are consolidated with those of the Partnership as a result of
consolidation guidance. Thetax-exempt bondson these Consolidated VI E propertiesare eliminated from the Company’ sfinancial
statements as a result of such consolidation, however, such bonds are held as long-term investments by the Partnership which
continues to be entitled to receive principal and interest payments on such bonds. The Company does not actually own an equity
position in the Consolidated VIEs or their underlying properties. As of March 31, 2011, the Company consolidated four VIE
multifamily apartment properties containing atotal of 1,000 rental units. At December 31, 2010 and March 31, 2010, the Company
consolidated six VIEs containing 1,152 rental units.

Management’ sgoal swith respect to the properties constituting each of the Company’ sreportable segmentsisto generateincreasing
amounts of net rental income from these properties that will allow them to (i) make all payments of base interest, and possibly
pay contingent interest, on the properties included in the Tax-Exempt Bond Investments segment and the Consolidated VIE
segment, and (ii) distribute net rental income to the Partnership from the MF Properties segment until such properties can be
refinanced with additional tax-exempt mortgage bonds meeting the Partnership’s investment criteria. In order to achieve these
goals, management of these multifamily apartment properties is focused on: (i) maintaining high economic occupancy and
increasing rental ratesthrough effectiveleasing, reduced turnover ratesand providing quality maintenance and servicesto maximize
resident satisfaction; (ii) managing operating expenses and achieving cost reductionsthrough operating efficienciesand economies
of scale generally inherent in the management of a portfolio of multiple properties; and (iii) emphasizing regular programs of
repairs, maintenanceand property improvementsto enhancethe competitive advantage and value of itspropertiesintheir respective
market areas. In that regard, management closely monitors and evaluates the operational and financial results of all properties
financed by the Partnership’s Tax-Exempt Bond Investments and the MF Properties.
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Thefollowing table details certain key financia information for the Company’ sreportable segmentsfor the quarters ended March
31, 2011 and 2010, and year ended December 31, 2010:

For the Quarters Ended
March 31, 2011 March 31, 2010
Total revenue
Tax-Exempt Bond | nvestments $ 3,051,047 $ 2,393,217
MF Properties 1,944,335 1,753,591
Consolidated VIEs 5,303,076 1,767,902
Consolidation/eliminations (3,995,611) (815,714)
Total revenue $ 6,302,847 $ 5,098,996
Interest expense
Tax-Exempt Bond Investments $ 748,330 $ 539,784
MF Properties 77,395 433,218
Consolidated VIES 1,324,298 1,364,637
Consolidation/eliminations (1,324,298) (1,345,519)
Total interest expense $ 825,725 $ 992,120
Depreciation expense
Tax-Exempt Bond Investments $ — 3 —
MF Properties 529,860 476,436
Consolidated VIEs 533,475 523,299
Consolidation/eliminations — —
Total depreciation expense $ 1,063,335 $ 999,735
Net income (loss)
Tax-Exempt Bond Investments $ 1534947 $ 1,191,317
MF Properties (65,644) (152,764)
Consolidated VIEs 2,377,928 (1,234,222)
Consolidation/eliminations (2,658,057) 543,061
Net income - America First Tax Exempt Investors, L. P. $ 1,189,174 $ 347,392

March 31, 2011 December 31, 2010

Total assets
Tax-Exempt Bond Investments $ 327,509,644 $ 316,922,744
MF Properties 59,450,490 43,979,530
Consolidated VIES 38,732,865 47,504,227
Consolidation/eliminations (157,036,386) (166,799,252)
Total assets $ 268,656,613 $ 241,607,249
Total partners' capital
Tax-Exempt Bond Investments $ 193,147,437 $ 192,682,394
MF Properties (5,038,314) (3,882,221)
Consolidated VIEs (39,257,908) (41,635,836)
Consolidation/eliminations (20,446,992) (19,001,446)
Total partners capital $ 128,404,223 $ 128,162,891
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12. Commitments and Contingencies

The Company, from time to time, may be subject to various legal proceedings and claims that arise in the ordinary course of
business. These mattersare frequently covered by insurance. If it hasbeen determined that alossis probableto occur, the estimated
amount of the lossis accrued in the consolidated financia statements. While the resolution of these matters cannot be predicted
with certainty, management believes the final outcome of such matters will not have a material adverse effect on the Company’s
consolidated financial statements.

Certain of the MF Properties own apartment properties that generated LIHTCsfor the previous partnersin these partnerships. In
connection with the acquisition of partnership interests in these partnerships by subsidiaries of the Company, the Company has
agreed to reimburse the prior partners for any liabilities they incur due to recapture of these tax credits to the extent the recapture
liahility is due to the operation of the propertiesin amanner inconsistent with the laws and regulations relating to such tax credits
after the date of acquisition. No amount has been accrued for this contingent liability because management believes that the
likelihood of any payments being required there under is remote.

13. Recently I'ssued Accounting Pronouncements

Effective January 1, 2010, we adopted Accounting Standards Update (“ ASU”) 2010-06, Improving Disclosures about Fair Value
Measurements. The new accounting guidance amends previously issued guidance and adds new requirements for disclosures
about transfers into and out of Levels 1 and 2 and separate disclosures about purchases, sales, issuances, and settlements rel ated
to Level 3 measurements. It also provides clarification about existing fair value disclosures, the level of disaggregation required,
and the inputs and val uation techniques used to measurefair value. The ASU is effective for the first reporting period (including
interim periods) beginning after December 15, 2009, except for the requirement to providethe Level 3 activity of purchases, sales,
issuances, and settlements on a gross basis which is effective for fiscal years beginning after December 15, 2010, and for interim
periods within those fiscal years. The adoption did not have amaterial impact on the consolidated financial statements.

InJuly 2010, the FASB issued A SU No. 2010-20, Disclosuresabout the Credit Quality of Financing Receivablesand the Allowance
for Credit Losses. ASU No. 2010-20 enhancesthe existing disclosure requirements providing more transparency of the allowance
for loanlossesand credit quality of financing receivables. The new disclosuresthat relateto information as of the end of areporting
period were effectivefor thefirst interim and annual reporting periods ending on or after December 15, 2010. The new disclosures
that relate to activity occurring during the reporting period will be effective for thefirst interim and annual periods beginning after
December 15, 2010, or first quarter of fiscal 2011 and thereafter in the Company’scase. The adoption of ASU 2010-20 impacted
the disclosures in Note 6 but did affect financial position, results of operations, or cash flows.

14. Fair Value M easurements

Current accounting guidance on fair value measurements establishes a framework for measuring fair value and provides for
expanded disclosures about fair value measurements. The guidance:

» Definesfair value as the exchange price that would be received for an asset or paid to transfer aliability (an exit price)
intheprincipal or most advantageous market for theasset or liability inan orderly transaction between market participants
at the measurement date; and

» Establishes athree-level hierarchy for fair value measurements based upon the transparency of inputs to the valuation
of an asset or liability as of the measurement date.

Inputsrefer broadly to the assumptions that market participants would usein pricing the asset or liability, including assumptions
about risk. Toincrease consistency and comparahility infair value measurementsand rel ated disclosures, thefair value hierarchy
prioritizestheinputsto valuation techniques used to measure fair value into three broad levels. Thethree-levels of the hierarchy
are defined asfollows:

* Level 1inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities.

* Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly or indirectly, for substantially the full term of the financial instrument.

* Level 3inputs are unobservable inputs for asset or liahilities.

The categorization within the valuation hierarchy is based upon the lowest level of input that is significant to the fair value
measurement.
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Following is a description of the valuation methodologies used for assets and liabilities measured at fair value.

I nvestmentsin Tax-exempt M ortgage Revenue Bonds. Thefair values of the Company’ sinvestmentsin tax-exempt
mortgage revenue bonds have each been based on adiscounted cash flow and yield to maturity analysis. Thereisno activetrading
market for the bonds and price quotes for the bonds are not available. If available, the General Partner may also consider price
guotes on similar bonds or other information from external sources, such as pricing services. The estimates of the fair values of
these bonds, whether estimated by the Company or based on external sources, are based largely on unobservable inputs the
General Partner believes would be used by market participants. Additionally, the cal culation methodology used by the external
sources and the Company encompasses the use of judgment in its application. Given these facts the fair value measurement of
the Company’sinvestment in tax-exempt mortgage revenue bonds is categorized as a Level 3 input.

Interest ratederivatives. The effect of the Company’sinterest rate capsisto set acap, or upper limit, on the base rate
of interest paid on the Company’ svariable rate debt equal to the notional amount of the derivative agreement. The effect of the
Company’sinterest rate swap is to change a variable rate debt obligation to a fixed rate for that portion of the debt equal to the
notional amount of the derivative agreement. The interest rate derivatives are recorded at fair value with changesin fair value
included in current period earnings within interest expense. The fair value of the interest rate derivatives is based on a model
whose inputs are not observable and therefore are categorized asaLevel 3 input.

Assets and liabilities measured at fair value on arecurring basis are summarized below:

Fair Value Measurements at March 31, 2011

Quoted Priced
in Active Significant
Assets/ Markets for Other Significant
Liabilities at Identical Assets Observable Unobservable
Description Fair Value (Level 1) Inputs (Level 2) Inputs (Level 3)
Assets
Tax-exempt Mortgage Revenue Bonds $ 107,927,564 $ — 8 — $ 107,927,564
Interest Rate Derivatives 3,174,237 — — 3,174,237
Total Assetsat Fair Value $ 111,101,801 $ — 3 — $ 111,101,801
For Three Months Ended March 31, 2011
Fair Vaue Measurements Using Significant
Unobservable Inputs (Level 3)
Tax-exempt
Mortgage Interest Rate
Revenue Bonds Derivatives Tota
Beginning Balance January 1, 2011 $ 100,566,643 $ 3,406,791 $ 103,973,434
Total gains (losses) (realized/unrealized)
Included in earnings — (232,554) (232,554)
Included in other comprehensive income 2,849,040 — 2,849,040
Purchases 4,492,500 — 4,492,500
Settlements 19,381 — 19,381
Ending Balance March 31, 2011 $ 107,927,564 $ 3174237 $ 111,101,801
Total amount of losses for the period included in earnings
attributable to the change in unrealized gains or losses relating to
assets or liabilities till held as of March 31, 2011 $ — 3 (232,554) $ (232,554)
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Fair Vaue Measurements at December 31, 2010

Quoted Priced
in Active Significant
Assets/ Markets for Other Significant
Liabilities at Identical Assets Observable Unobservable
Description Fair Value (Level 1) Inputs (Level 2) Inputs (Level 3)

Assets

Tax-exempt Mortgage Revenue Bonds $ 100,566,643 $ — 3 — $ 100,566,643

Interest Rate Derivatives 3,406,791 — — 3,406,791
Total Assetsat Fair Value $ 103973434 $ — $ — $ 103,973,434

For Three Months Ended March 31, 2010
Fair Value Measurements Using Significant
Unobservable Inputs (Level 3)
Tax-exempt
Mortgage Interest Rate
Revenue Bonds Derivatives Total

Beginning Baance January 1, 2010 $ 69,399,763 $ 140,507 $ 69,540,270
VIE deconsolidation 12,371,004 — 12,371,004
VIE consolidation (9,539,000) — (9,539,000)

Total gains (losses) (realized/unrealized)

Included in earnings — (115,030) (115,030)
Included in other comprehensive income 5,240,565 — 5,240,565

Settlements (25,000) — (25,000)
Ending Balance March 31, 2010 $ 77447332 $ 25477 $ 77,472,809
Total amount of losses for the period included in earnings
attributable to the change in unrealized gains or losses relating
to assets or liabilities still held as of March 31, 2010 $ — $ (115,030) $ (115,030)

Lossesincluded in earnings for the period shown above are included in interest expense.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

In this Management’s Discussion and Analysis, the “Partnership” refers to America First Tax Exempt Investors, L.P. and its
Consolidated Subsidiaries which consist of:
« ATAXTEBSI, LLC, aspecial purposeentity owned and controlled by the Partnership, created tofacilitatethe Tax Exempt
Bond Securitization (* TEBS") Financing with Freddie Mac — and
 Eight multifamily apartments ("MF Properties") are owned by various Partnership subsidiaries. Such subsidiaries hold
a99% limited partner interest infivelimited partnershipsand 100% member positionsin threelimited liability companies.
Three apartment properties which are subject to a sales agreement and are a so reported as MF Properties — Note 2.

The“Company” refersto the consolidated financial statementsreported in this Form 10-Q which include the assets, liabilitiesand
results of operations of the Partnership, its Consolidated Subsidiaries and four other consolidated entitiesin which the Partnership
does not hold an ownership interest but which own multifamily apartment properties financed with tax-exempt bonds held by the
Partnership and which are treated as variable interest entities ("VIES") of which the Partnership has been determined to be the
primary beneficiary (“ Consolidated VIES"). All significant transactions and accounts between the Partnership and the VIEs have
been eliminated in consolidation.

Critical Accounting Policies

The Company’s critical accounting policies are the same as those described in the Company’s Annual Report on Form 10-K for
the year ended December 31, 2010. The preparation of financial statementsin conformity with accounting principles generally
accepted in the United States of America ("GAAP") requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Executive Summary

For the quarter ended March 31, 2011, the Company generated Net Income equal to approximately $1.2 million. Thisis compared
to approximately $347,000 of Net Income reported for the quarter ended March 31, 2010. The principal reason for the higher net
income during the first quarter 2011 was higher tax-exempt interest income related to additional bond holdings. The Company
generated Cash Availablefor Distribution (“CAD”) of approximately $2.5 million and $1.8 million for the quarters ended March
31, 2011 and 2010, respectively. Seefurther discussion of CAD in this Management’s Discussion and Analysis on page 36.

The Partnership continued distributions during the first quarter of 2011 at an annual rate of $0.50 per BUC. Although CAD
generated in recent quarters has not been sufficient to fully fund distributions at this rate without utilizing the Partnership’s cash
reserves to supplement the deficit, the General Partner believesthat distributions at the current level are sustainable. However, if
the Partnership is unable to generate CAD at levelsin excess of the annual distribution; such distribution amount may need to be
reduced.

Although there have been positive economic signs recently, challenging economic conditions continue to exist in many of the
markets in which apartment properties financed by the Company are located. The negative economic conditions of the past year
have dightly reversed in the first quarter of 2011. Lower levels of unemployment and slight increasesin job growth have had a
positive effect on some of the apartment properties which collateralize our tax-exempt bond investments and our MF Properties
in the form of increasing occupancy. Overall economic occupancy (which is adjusted to reflect rental concessions, delinquent
rents and non-revenue units such as model units and employee units) of the apartment propertiesthat the Partnership has financed
with tax-exempt mortgage revenue bonds was approximately 83% for first quarter of 2011 and approximately 81% for the first
quarter of 2010. Overall economic occupancy of the MF Properties was approximately 84% for first quarter of 2011 compared
to approximately 81% during the first quarter of 2010.
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Recent Investment Activity

On March 31, 2011 the Partnership purchased The Arboretum on Farnam Drive ("Arboretum™), a 145 unit independent senior
living facility located in Omaha, Nebraska, for approximately $20.0 million plustransaction expenses of approximately $449,000.
The purchase price was funded through a conventional mortgage of $17.5 million and cash on hand. The mortgage payable is
with Omaha State Bank, carries a 5.25% fixed rate and matures on March 31, 2014. The Partnership intends to restructure the
property operations by shifting from an entrance fee rental income model utilized by the prior ownership to a current market rent
model. Upon lease-up and stabilization of the property, projected to occur within the next 12 months, the Partnership expects to
sell the property to a 501(c)3 not-for-profit entity and acquire tax-exempt mortgage revenue bonds collateralized by the property.

In February 2011 the Partnership foreclosed on the bonds secured by DeCordova and Weatherford and one of the Partnership's
subsidiaries took 100% ownership interest in these limited liability companies. Both properties are reported as MF Properties.
Thefollowing is adiscussion of the circumstances related to the DeCordova and Weatherford properties.

Residences at DeCordova. This property is a senior (55+) affordable housing project located in Granbury, Texasin the
Dallas-Fort Wortharea. Asof March 31, 2011, the property had 70 unitsleased out of total available unitsof 76, or approximately
92% physical occupancy. As of December 31, 2010, the property had 65 units leased out of total available units of 76, or 86%
physical occupancy. At thistime the Partnership expects to operate the property as a market rate apartment property as a market
rate rental property for the next 12 months when it will evaluate its optionsin order to recoup its investment.

Residences at Weatherford. Residences at Weatherford are currently under construction and will contain 76 units upon
completion. Thisproperty isasenior (55+) affordable housing project located in Weatherford, Texasin the Dallas-Fort Worth area.
The vertical construction of this property has begun and on March 31, 2011 was approximately 30% complete. The expected
completion date is January, 2012. The Partnership intends to fund the construction and stabilization of the property. Further, the
Partnership expectsto operate the property asamarket rate property and will evaluate its optionsin order to recoup itsinvestment
at that time.

In February 2011, the Partnership acquired the tax-exempt mortgage revenue bond for a 100 unit multifamily apartment complex
located in Montclair, Californiaknown as Briarwood Manor A partmentsfor approximately $4.5 million which represented 100%
of the bond issuance. The bond's approximate outstanding par value is $5.5 million and earns interest at an annual rate of 5.3%
with amonthly interest and principal payment and stated maturity date of June 1, 2038. Based on the purchase price discount,
the bond will yield approximately 7.0% to the Partnership. The bond does not provide for contingent interest.

The lona Lakes Consolidated VIE has entered into a merger agreement with Agape lona Lakes Inc ("AIL"), a Florida not-for-
profit affiliated with American Agape Foundation ("AAF"), whereby lona Lakes will be merged into AIL and AIL will be the
surviving entity. Thistransaction is pending and is subject to a contingency to the merger under which AIL and AAF must obtain
atax abatement by July 31, 2011. If the tax abatement is not obtained the merger will not be completed. The Partnership will
monitor and re-evaluate this pending transaction as circumstances change. Should the merger be completed the Partnership will
re-evaluate the this entity pursuant to the applicable consolidation guidance.

Market Opportunities

Thedisruptionsin domestic and international financial markets, and the resulting restrictions on the availability of debt financing
began to subside in 2010. While economic trends show signs of a stabilization of the economy and debt availability hasincreased
significantly from two years ago, overall availability remainslimited and the cost of credit may continueto be adversely impacted.
These conditions, in our view, will continue to create potentia investment opportunities for the Partnership. Many participants
in the multifamily housing debt sector either reduced their participation in the market or were forced to liquidate some or all of
their existing portfolio investments in order to meet their liquidity needs. We believe this continues to create opportunities to
acquire existing tax-exempt bonds from distressed holders at attractive yields. The Partnership continues to evaluate potential
investments in bonds which are available on the secondary market. We believe many of these bonds will meet our investment
criteriaand that we have aunique ability to analyze and close on these opportunities while maintaining our ability and willingness
to also participate in primary market transactions.

Current credit and real estate market conditions continue to create opportunities to acquire quality MF Properties from distressed
owners and lenders. Our ability to restructure existing debt, together with the ability to improve the operations of the apartment
properties through our affiliated property management company, can position these MF Propertiesfor an eventual financing with
tax-exempt mortgagerevenue bondsmeeting our investment criteriaand that will be supported by aval uableand well-run apartment
property. We believe we can selectively acquire MF Properties, restructure debt and improve operationsin order to create value
to our unitholdersin the form of a strong tax-exempt bond investment.
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Discussion of the Partner ship Bond Holdings and the Related Apartment Properties as of March 31, 2011

The Partnership’s purpose is to acquire and hold as long-term investments a portfolio of federally tax-exempt mortgage revenue
bonds which have been issued to provide construction and/or permanent financing of multifamily residential apartments. At
March 31, 2011, the Partnership held 20 tax-exempt mortgage bonds secured by 20 properties of which thirteen bonds are owned
by ATAX TEBSI, LLC. The 20 properties securing the bonds contain atotal of 3,606 rental units. Four of the entities that own
the apartment properties financed by four of the Partnership’s tax exempt bonds were deemed to be Consolidated VIEs of the
Partnership at March 31, 2011 and, as a result, these bonds are eliminated in consolidation on the Company’s financia
statements. Additionally, two bonds secured by the three Ohio Properties subject to asales agreement (See Note 2) are eliminated
in consolidation on the Company’s financial statements. At March 31, 2010, the Partnership held 17 tax-exempt bonds secured
by 16 properties containing atotal of 2,785 rental units. Six of the entities that owned apartment properties financed by six of the
Partnership’stax exempt bonds at March 31, 2010 were VIESs of the Partnership and, as a result, these bonds were eliminated in
consolidated on the Company’sfinancia statements.

Tofacilitateitsinvestment strategy of acquiring additional tax exempt mortgage bonds secured by multifamily apartment properties,
the Partnership may acquire ownership positionsin MF Propertiesin order to ultimately restructure the property ownership through
asale of the MF Properties. The Partnership expects each of these MF Properties to eventually be sold to a not-for-profit entity
or inconnectionwith asyndication of LIHTCsunder Section 42 of theInternal Revenue Code of 1986, asamended. ThePartnership
expectsto acquiretax-exempt mortgage revenue bondsissued to provide debt financing for these propertiesat thetimethe property
ownershipisrestructured. The Partnership expectsto provide the tax-exempt mortgage revenue bonds to the new property owners
as part of the restructuring. Such restructurings will generally be expected to be initiated within 36 months of the Partnership’s
investment in an MF Property and will often coincide with the expiration of the compliance period relating to LIHTCs previously
issued with respect to the MF Property.

Asof March 31, 2011, the Partnership’ swholly-owned subsidiariesheld interestsin five entitiesthat own MF Properties containing
atotal of 602 rental unitstogether with the three Ohio Properties containing 362 rental unitswhich are subject to asales agreement
(Note 2). In addition, the Partnership's subsidiaries own 100% of three MF Properties, Arboretum, DeCordova and Weatherford.
Arboretum and DeCordova contain atotal of 221 rental units and once fully constructed Weatherford will contain 76 rental units.
As of March 31, 2010, the Partnership's wholly-owned subsidiaries held limited partnership interests in nine MF Properties
containing atotal of 964 units. The MF Properties operating goal is similar to that of the properties underlying the Partnership’s
tax-exempt bonds.

America First Properties Management Company (“Properties Management”), an affiliate of AFCA 2, provides property
management servicesfor Ashley Square, lona L akes Apartments, Bent Tree Apartments, L ake Forest Apartments, Fairmont Oaks
Apartments, Cross Creek, Clarkson College, Woodland Park and each of the MF Properties. Management believes that this
relationship provides greater insight and understanding of the underlying property operations and their ability to meet debt service
reguirements to the Partnership.
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The following table outlines certain information regarding the apartment properties on which the Partnership holds tax-exempt
mortgage bonds (separately identifying those owned by entitiestreated asConsolidated V1 Es) andthe M F Properties. Thenarrative
discussion that follows provides a brief operating analysis of each property during the first quarter of 2011.

Economic

Percentage of Occupancy @ for
Occupied Units as the period ended
Number ('\)'fumi of March 31, March 31,
Property Name Location of Units  Occupied 2011 2010 2011 2010
Non-Consolidated Properties
Ashley Square Apartments DesMoines, |IA 144 141 98% 88% 96% 83%
Autumn Pines Humble, TX 250 233 93% n/a 91% n/a
Bella Vista Apartments Gainesville, TX 144 135 94% 92% 84% 88%
Bridle Ridge Apartments Greer, SC 152 143 94% 91% 85% 86%
Briarwood Manor @ Montclair, CA 100 90 90% na 88% n'a
Brookstone Apartments Wakegan, IL 168 159 95% 94% 88% 88%
Clarkson College Omaha, NE 142 94 66% 80% 70% T7%
Cross Creek Apartments Beaufort, SC 144 134 93% 99% 86% 81%
Runnymede Apartments Ausgtin, TX 252 223 88% 94% 84% 97%
South Park Ranch Apartments Austin, TX 192 181 94% 94% 90% 89%
Villages at Lost Creek @ San Antonio, TX 261 249 95% na 89% na
Woodland Park © Topeka, KS 236 199 84% n/a 75% n/a
Woodlynn Village Maplewood, MN 59 55 93% 95% 94% 97%
2,244 2,036 91% 92% 86% 88%
Consolidated VIEs
Bent Tree Apartments Columbia, SC 232 209 90% 95% 78% 79%
Fairmont Oaks Apartments Gainsville, FL 178 161 90% 91% 75% T1%
Iona Lakes Apartments Ft. Myers, FL 350 325 93% 89% 2% 67%
Lake Forest Apartments Daytona Beach, FL 240 229 95% 88% 79% 71%
1,000 924 92% 91% 75% 72%
MF Properties
Arboretum © Omaha, NE 145 n/a n/a n/a n/a n/a
Churchland Chesapeake, VA 124 120 97% 94% 94% 92%
Crescent Village Cincinnati, OH 90 71 79% 89% 79% 7%
Eagle Ridge Erlanger, KY 64 58 91% 94% 81% 82%
Glynn Place Brunswick, GA 128 98 7% 75% 73% 63%
Greens of Pine Glen Durham, NC 168 158 94% 93% 86% 85%
Meadowview Highland Heights, KY 118 106 90% 86% 89% 78%
Postwoods Reynoldsburg, OH 180 158 88% 87% 84% 83%
Residences at DeCordova Granbury, TX 76 70 92% WY 79% n/a
Residences at Weatherford @ Weatherford, TX 76 n/a n/a na na n/a
Willow Bend Columbus (Hilliard), OH 92 80 87% 97% 87% 89%
1,261 919 88% 89% 84% 81%

(1) Economicoccupancy is presented for thefirst quarter ended March 31, 2011 and 2010, and isdefined asthe net rental income received divided by the maximum
amount of rental income to be derived from each property. This statistic is reflective of rental concessions, delinquent rents and non-revenue units such as
model unitsand employee units. Actual occupancy isapoint intime measurewhile economic occupancy isameasurement over the period presented, therefore,

economic occupancy for a period may exceed the actual occupancy at any point in time.

(2) Contruction on this property is 30% completed as of March 31, 2011, and therefore has no occupancy data.
(3) Previous period occupancy numbers are not available, asthisis anew investment.
(4) Construction on these properties has been completed and the properties are in alease up and stabilization period.
(5) This property was purchased on March 31, 2011.
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Non-Consolidated Properties

Ashley Square — Ashley Square Apartmentsis located in Des Moines, lowa. In the first quarter of 2011, Net Operating Income
(calculated as property revenue less salaries, advertising, administration, utilities, repair and maintenance, insurance, taxes, and
management fee expenses) was $179,000 as compared to $90,000 in 2010. This increase was the direct result of an increasein
economic occupancy along with a decrease in utilities and repair and maintenance expenses. Debt service on the Partnership’s
bonds on this property was current as of March 31, 2011.

Autumn Pines— Autumn Pinesislocated in Humble, Texas. These bonds were purchased in November 2010. In thefirst quarter
of 2011, Autumn Pines’ operationsresulted in Net Operating |ncome of $305,000 on net revenue of approximately $593,000. Debt
service on the Partnership’s bonds on this property was current as of March 31, 2011.

Bella Vista—BellaVistaApartmentsislocated in Gainesville, Texas. Inthefirst quarter of 2011, BellaVista soperations resulted
in Net Operating Income of $120,000 as compared to $122,000 in 2010. The decrease was a result of a decrease in economic
occupancy. Debt service on the Partnership’s bonds on this property was current as of March 31, 2011.

Bridle Ridge Apartments— Bridle Ridge A partmentsislocated in Greer, South Carolina. Inthefirst quarter of 2011, Bridle Ridge
Apartments' operations resulted in Net Operating Income of $182,000 as compared to $147,000 in 2010. This increase was a
result of anincrease in the market rent along with a decrease in management fees. Debt service on the Partnership’sbonds on this
property was current as of March 31, 2011.

Briarwood Manor — Briarwood Manor is located in Montclair, California. These bonds were purchased in February of 2011.
Briarwood Manor's operations resulted in Net Operating Income of $124,000 on net revenue of approximately $226,000 in the
first quarter of 2011. Debt service on the Partnership’s bonds on this property was current as of March 31, 2011.

Brookstone — Brookstone Apartments is located in Waukegan, Illinois. In the first quarter of 2011, Brookstone's operations
resulted in Net Operating Income of $213,000 as compared to $217,000 in 2010. This decrease was a result of an increase in
repair and maintenance expenses. Debt service on the Partnership’s bonds on this property was current as of March 31, 2011.

Clarkson College — Clarkson College is a 142 bed student housing facility located in Omaha, Nebraska. In the first quarter of
2011, Net Operating Incomewas $101,000 ascompared to $122,000in 2010. Thedecreaseisattributableto adecreasein economic
occupancy along with an increase in salaries, utilities and repair and maintenance expenses. Debt service on the Partnership’s
bonds on this property was current as of March 31, 2011.

CrossCreek— Cross Creek Apartmentsislocated in Beaufort, South Carolina. In thefirst quarter of 2011, Cross Creek’ soperations
resulted in Net Operating Income of $106,000 as compared to $124,000 in 2010. The decrease is attributable to an increase in
salaries, advertising and repair and maintenance expenses. Debt service on the Partnership’s bonds on this property was current
as of March 31, 2011.

Runnymede Apartments—Runnymede Apartmentsislocated in Austin, Texas. Inthefirst quarter of 2011, Runnymede Apartment’s
operations resulted in Net Operating Income of approximately $211,000 as compared to approximately $278,000 in 2010. This
decrease wastheresult of adecreasein economic occupancy. Debt service on the Partnership’sbonds on this property was current
as of March 31, 2011.

South Park Ranch Apartments— South Park Ranch Apartmentsislocated in Austin, Texas. Inthefirst quarter of 2011, Net Operating
Income was $295,000 as compared to $299,000 in 2010. This decrease was the result of an increase in utilities expense. Debt
service on the Partnership’s bonds on this property was current as of March 31, 2011.

Villagesat Lost Creek— Villagesat Lost Creek islocated in San Antonio, Texas. These bondswere purchased in May 2010. Lost

Creek’s operations for the first quarter of 2011 resulted in Net Operating Income of $377,000 on net revenue of approximately
$613,000 in 2011. Debt service on the Partnership’s bond on this property was current as of March 31, 2011.
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Woodland Park — Woodland Park is located in Topeka, Kansas and was completed in November 2008, but remainsin its initial
lease-up phase and has not yet reached stabilization which is defined in the bond documents as the generation of a 1.15:1 debt
service coverageratio for six straight months. Additionally, there were insufficient funds on deposit with the bond trustee to make
the debt service payment of approximately $452,000 on the bonds which was due on May 3, 2010 and the property owner did not
provide additional capital to fund the shortfall. Asaresult, a payment default on the bonds has occurred. In order to protect its
investment the Partnership hasissued aformal notice of default through the bond trusteeand has started theforeclosureprocess. As
of March 31, 2011, occupancy had increased to 199 units, or 84% physical occupancy, and an additional four leases are
pending. Based on the level of leasing activity resulting from the change in the mix of affordable and market rate tenants, the
Partnership continues to believe that Woodland is capable of reaching stabilization. In the first quarter of 2011, Net Operating
Income was approximately$144,000 on net revenue of approximately $344,000.

Woodlynn Village — Woodlynn Villageis located in Maplewood, Minnesota. In the first quarter of 2011, Net Operating Income
was $86,000 as compared to $87,000 in 2010. This decrease was the result of a decrease in economic occupancy. Debt service
on the Partnership’s bonds on this property was current as of March 31, 2011.

Consolidated VIEs

Bent Tree — Bent Tree Apartmentsiis located in Columbia, South Carolina. In the first quarter of 2011, Net Operating Income
was $142,000 as compared to $150,000in 2010. Thisdecrease wastheresult of adecrease in economic occupancy and aincrease
in repair and maintenance expenses. Debt service on the Partnership’s bonds on this property was current as of March 31, 2011.

Fairmont Oaks— Fairmont Oaks Apartmentsislocated in Gainesville, Florida. Inthefirst quarter of 2011, Net Operating Income
was $157,000 as compared to $165,000in 2010. Thisdecreasewastheresult of adecreasein economic occupancy. Debt service
on the Partnership’s bonds on this property was current as of March 31, 2011.

lona Lakes — lona Lakes Apartmentsis located in Fort Myers, Florida. In the first quarter of 2011, Net Operating Income was
$327,000 ascompared to $268,000in 2010. Thisincreasewasdirectly related to anincreasein economic occupancy and adecrease
in utilities. Debt service on the Partnership’s bonds on this property was current as of March 31, 2011.

Lake Forest — Lake Forest Apartmentsis located in Daytona Beach, Florida. In the first quarter of 2011, Net Operating Income
was $215,000 as compared to $160,000 in 2010. This increase was a direct result of an increase in economic occupancy and a
decreasein utilities and repair and maintenance expenses. Debt service on the Partnership’s bonds on this property was current
as of March 31, 2011.

MF Properties

Arboretum — Arboretum is located in Omaha, Nebraska and is a 145 unit independent senior living facility. This property was
purchased on March 31, 2011. Asaresult, first quarter 2011 operating results were unavailable.

Commonsat Churchland—Commons at Churchlandislocated in Chesapeake, Virginia. Inthefirst quarter of 2011, Net Operating
Income was $159,000 as compared to $153,000 in 2010. This increase was the result of increased economic occupancy and a
decrease in salaries expense.

Eagle Ridge — Eagle Ridge Townhomesislocated in Erlanger, Kentucky. Inthefirst quarter of 2011, Net Operating Income was
$49,000 as compared to $47,000 in 2010. Thisincrease was the result of a decrease in salaries expense.

Glynn Place— Glynn Place Apartmentsislocated in Brunswick, Georgia. Inthefirst quarter of 2011, Net Operating Income was
$96,000 as compared to $64,000 in 2010. Thisincrease was the result of an increase in economic occupancy.

Greens of Pine Glen — Greens of Pine Glen Apartmentsis located in Durham, North Carolina. In the first quarter of 2011, Net
Operating Income was $155,000 as compared to $118,000 in 2010. Thisincrease is a direct result of a decrease in utilities and
salaries expense.

Meadowview — Meadowview Apartmentsis located in Highland Heights, Kentucky. In the first quarter of 2011, Net Operating

Income was $168,000 as compared to $76,000 in 2010. Thisincrease was aresult of an increase in economic occupancy and a
decreasein utilities and salaries expenses.
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Residences at DeCordova — This property is a senior (55+) affordable housing project located in Granbury, Texasin the Dallas-
Fort Worth area. Asof March 31, 2011, the property had 70 units leased out of total available units of 76, or approximately 92%
physical occupancy. Asof December 31, 2010, the property had 65 units |eased out of total available units of 76, or 86% physical
occupancy. Inthefirst quarter of 2011, Residences at DeCordova's operations resulted in Net Operating |ncome of $120,000 on
net revenue of approximately $147,000.

Residencesat Weatherford — Residences at Weatherford are currently under construction and will contain 76 unitsupon compl etion.
Thisproperty isasenior (55+) affordable housing project located in Weatherford, Texasin the Dallas-Fort Worth area. In February
2011 the Partnership forecl osed with Weatherford becoming aconsolidated M F Property. Thevertical construction of this property
hasbegunand onMarch 31, 2011 was approximately 30% compl ete. Theexpected compl etion dateisJanuary,2012. The Partnership
intends to fund the construction and stabilization of the property. Further, the Partnership expects to operate the property as a
market rate property and will evaluate its optionsin order to recoup its investment.

Thefollowing three properties are subject to a sales agreement that does not meet accounting standardsfor treatment asasale. As
aresult the Company continues to consolidate these Ohio Properties asif they were owned.

Crescent Village— Crescent Village Townhomesislocated in Cincinnati, Ohio. Inthefirst quarter of 2011, Net Operating Income
was $87,000 as compared to $70,000 in 2010. This increase was the result of an increase in economic occupancy. Debt service
on the Partnership’s bonds on this property was current as of March 31, 2011.

Postwoods — Postwoods Townhomes is located in Reynoldsburg, Ohio. In the first quarter of 2011, Net Operating Income of
$175,000 as compared to $165,000 in 2010. This increase was a result of a decrease in salaries and repair and maintenance
expenses. Debt service on the Partnership’s bonds on this property was current as of March 31, 2011.

Willow Bend — Willow Bend Townhomes is located in Columbus (Hilliard), Ohio. In the first quarter of 2011, Net Operating

Income was $89,000 as compared to $101,000 in 2010. This decrease was a result of lower property revenue due to a decrease
in economic occupancy. Debt service on the Partnership’s bonds on this property was current as of March 31, 2011.
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Results of Operations

Consolidated Results of Operations

The following discussion of the Company’sresults of operations for the three months ended March 31, 2011 and 2010 should be
read in conjunction with the consolidated financial statements and notes thereto included in Item 1 of this report as well as the
Company’s Annua Report on Form 10-K for the year ended December 31, 2010.

Three Months Ended March 31, 2011 compared to Three Months Ended March 31, 2010 (Consolidated)
Change in Results of Operations

For the Three For the Three
Months Ended Months Ended
March 31, 2011 March 31, 2010 Dollar Change

Revnues:
Property revenues $ 3,830,573 $ 3,521,493 $ 309,080
Mortgage revenue bond investment income 2,220,913 1,480,571 740,342
Other income 251,361 96,932 154,429
Total Revenue 6,302,847 5,098,996 1,203,851
Expenses:
Real estate operating (exclusive of items shown below) 2,238,727 2,055,774 182,953
Depreciation and amortization 1,225,565 1,197,017 28,548
Interest 825,725 992,120 (166,395)
General and administrative 641,595 508,235 133,360
Total Expenses 4,931,612 4,753,146 178,466
Net income 1,371,235 345,850 1,025,385
Less: net (gain) loss attributable to noncontrolling interest (182,061) 1,542 (183,603)
Net income - America First Tax Exempt Investors, L. P. 1,189,174 347,391 841,782

Property revenues. Property revenues increased mainly as a result of increased occupancy in first quarter of 2011 as
compared to the first quarter of 2010. In addition, DeCordova reports an entire quarter of revenue as opposed to a single month
in 2010. The MF Properties averaged approximately $604 per unit in monthly rent in 2011 as compared with $592 per unit in
2010. Economic occupancy at the MF Properties was 84% during the first quarter of 2011 as compared to 81% in thefirst quarter
of 2010. The Consolidated VIEsaveraged $591 per unit in monthly rent in 2011 as compared to $564 per unit in 2010. Economic
occupancy of the Consolidated VIEswas 75% in 2011 and 72% in 2010.

Mortgage revenue bond investment income. Mortgage revenue bond investment income increased during the first quarter
of 2011 compared to the first quarter of 2010 due to the additional tax-exempt interest payments of approximately $532,000 due
totheacquisition of new tax-exempt bondson L ost Creek A partments, Autumn PinesA partmentsand Briarwood M anor A partments
that the Company did not hold during the first quarter of 2010.

Other income. Other income is comprised mainly of interest income on taxable loans held by the Company and the
forgiveness of third party debt related to the DeCordovaforeclosure. Theincreasein other incomeis attributable to higher levels
of taxable loans outstanding in first quarter 2011 as compared to first quarter 2010 and the forgiveness of debt which occurred in
first quarter 2011.

Real estate operating expenses. Real estate operating expenses associated with the MF Properties and the Consolidated
VIEsiscomprised principally of real estatetaxes, property insurance, utilities, property management fees, repai rsand maintenance,
and salaries and related employee expenses of on-site employees. A portion of real estate operating expenses are fixed in nature,
thus a decrease in physical and economic occupancy would result in a reduction in operating margins. Conversely, as physical
and economic occupancy increase, the fixed nature of these expenseswill increase operating margins asthese real estate operating
expenseswould not increase a the samerate asrental revenues. Theoverall increasein real estate operating expenseswas related
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to the approximate $268,000 of acquisition fees paid related to the Arboretum purchase. This cost was offset dlightly by the MF
Properties and the Consolidated VIEs decreased salaries, decreased utilities and a slight increase in repair and maintenance. In
addition, Decordova was a Consolidated VIE for one month in first quarter 2010 and was reported as a Consolidated VIE and an
MF Property for the entire first quarter of 2011.

Depreciation and amortization expense. Depreciation and amortization consists primarily of depreciation associated with
the apartment properties of the Consolidated V1Es and the MF Properties, amortization associated with in-place lease intangible
assets recorded as part of the purchase accounting for the acquisition of MF Properties and deferred finance cost amortization
related to the closing of the TEBS Credit Facility. The slight increase in depreciation and amortization expense from the first
quarter of 2010 to the first quarter of 2011 is attributable to depreciation on newly capitalized assets.

Interest expense. The decrease in interest expense during thefirst quarter of 2011 compared to thefirst quarter of 2010 was
due to anumber of offsetting factors. The Company's borrowing cost decreased from approximately 4.0% per annum in 2010 to
approximately 2.2% resulting in an approximate decrease of $384,000 when comparing first quarter of 2011 to first quarter of
2010. Partially offsetting this decrease was an approximate $117,000 increase resulting from the higher average principal of
outstanding debt. The remaining increase was the result of the mark to market adjustment of the Company's derivatives. These
interest rate derivatives do not qualify for hedge accounting and, accordingly, they are carried at fair value, with changesin fair
value included in current period earnings within interest expense.

General and administrativeexpenses. General and administrativeexpensesincreased duemainly toincreased administration
fees paid to AFCA2 as aresult of new investments.

Partnership Only Results of Operations

The following discussion of the Partnership’s results of operations for the three months ended March 31, 2011 and 2010 reflects
the operations of the Partnership without the consolidation of any VIES during either period under the GAAP consolidation rules
thenineffect. Thisinformationisused by management to analyzethe Partnership’soperationsand isreflective of the consolidated
operations of the Tax-Exempt Bond Investments segment and the MF Properties segment as presented Note 11 to the financial
statements.

Three Months Ended March 31, 2011 compared to Three Months Ended March 31, 2010 (Partnership Only)
Changes in Results of Operations

For the Three For the Three
Months Ended Months Ended
March 31, 2011 Month 31, 2010 Dollar Change

Revenues:
Property revenues $ 1944335 $ 1753591 $ 190,744
Mortgage revenue bond investment income 2,904,674 2,296,285 608,389
Other income 146,373 96,932 49,441
Total Revenues 4,995,382 4,146,808 848,574
Expenses:
Real estate operating (exclusive of items shown below) 1,182,603 959,702 222,901
Depreciation and amortization 694,095 668,858 25,237
Interest 825,725 973,002 (147,277)
Genera and administrative 641,595 508,235 133,360
Total Expenses 3,344,018 3,109,797 234,221
Net income 1,651,364 1,037,011 614,353
Less: net (gain) loss attributable to noncontrolling interest (182,061) 1,542 (183,603)
Net income - America First Tax Exempt Investors, L.P. $ 1,469,303 $ 1,038,553 $ 430,750
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Property revenues. Property revenues increased mainly as a result of increased occupancy in first quarter of 2011 as
compared to the first quarter of 2010. The MF Properties averaged $604 per unit in monthly rent in 2011 as compared with $592
per unit in 2010. Economic occupancy at the MF Properties was 84% during the first quarter of 2011 as compared to 81% in the
first quarter of 2010.

Mortgage revenue bond investment income. Mortgage revenue bond investment income increased during the first quarter
of 2011 compared to the first quarter of 2010 due mainly to additional tax-exempt interest payments from the acquisition of new
tax-exempt bonds on Lost Creek Apartments, Autumn Pines Apartments and Briarwood Manor Apartments that it did not hold
during the first quarter of 2010.

Other income. Other income is comprised mainly of interest income on taxable loans held by the Company. Theincrease
in other interest incomeisattributableto higher level s of taxableloans outstanding in first quarter 2011 as compared to first quarter
2010.

Real estate operating expenses. Real estate operating expenses associated with the MF Propertiesis comprised principally
of real estate taxes, property insurance, utilities, property management fees, repairs and maintenance, and salaries and related
empl oyee expenses of on-site employees. A portion of real estate operating expensesarefixed in nature, thusadecreasein physical
and economic occupancy would result in a reduction in operating margins. Conversely, as physical and economic occupancy
increase, the fixed nature of these expenses will increase operating margins as these real estate operating expenses would not
increase at the samerate as rental revenues. The overall increasein real estate operating expenses was related to the approximate
$268,000 of acquisition fees paid related to the Arboretum purchase. This cost was offset dightly by the MF Properties decreased
salaries, utilities, and repair and maintenance expenses.

Depreciation and amortization expense. Depreciation and amortization consists primarily of depreciation associated with
the apartment properties of the MF Properties, amortization associated with in-place | ease intangible assets recorded as part of the
purchase accounting for the acquisition of MF Properties and deferred finance cost amortization related to the closing of the TEBS
Credit Facility. The slight increase in depreciation and amortization expense from the first quarter of 2010 to the first quarter of
2011 is attributabl e to depreciation on newly capitalized assets.

Interest expense. The decrease in interest expense during thefirst quarter of 2011 compared to thefirst quarter of 2010 was
due to anumber of offsetting factors. The Company's borrowing cost decreased from approximately 4.0% per annum in 2010 to
approximately 2.2% resulting in an approximate decrease of $384,000 when comparing first quarter of 2011 to first quarter of
2010. Partially offsetting this decrease was an approximate $117,000 increase resulting from the higher average principal of
outstanding debt. Theremaining increase was the result of the mark to market adjustment of the Partnership's derivatives. These
interest rate derivatives do not qualify for hedge accounting and, accordingly, they are carried at fair value, with changesin fair
value included in current period earnings within interest expense.

General and administrativeexpenses. General and administrativeexpensesincreased duemainly toincreased administration
fees paid to AFCA2 as aresult of new investments.

Liquidity and Capital Resources

Tax-exempt interest earned on the mortgage revenue bonds, including those financing properties held by Consolidated VIEs,
represents the Partnership's principal source of cash flow. The Partnership may also receive interest payments on its taxable
mortgageloans, earningson temporary investmentsand cash distributionsfrom equity interestsheldin MF Properties. Tax-exempt
interestisprimarily comprised of baseinterest paymentsreceived onthe Partnership’ stax-exempt mortgagerevenuebonds. Certain
of the tax-exempt mortgage revenue bonds may also generate payments of contingent interest to the Partnership from timeto time
when the underlying apartment properties generate excess cash flow. Because baseinterest on each of the Partnership’smortgage
revenue bonds is fixed, the Partnership’s cash receipts tend to be fairly constant period to period unless the Partnership acquires
or disposes of its investments in tax-exempt bonds. Changes in the economic performance of the properties financed by tax-
exempt bonds with a contingent interest provision will affect the amount of contingent interest, if any, paid to the
Partnership. Similarly, the economic performance of MF Properties will affect the amount of cash distributions, if any, received
by the Partnership fromitsownership of these properties. The economic performance of amultifamily apartment property depends
on the rental and occupancy rates of the property and on the level of operating expenses. Occupancy rates and rents are directly
affected by the supply of, and demand for, apartments in the market areain which a property islocated. This, inturn, is affected
by severa factors such aslocal or national economic conditions, the amount of new apartment construction and the affordability
of single-family homes. In addition, factors such as government regulation (such as zoning laws), inflation, real estate and other
taxes, labor problems and natural disasters can affect the economic operations of an apartment property. The primary uses of cash
by apartment properties are the payment of operating expenses and debt service.
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Other sources of cash available to the Partnership include debt financing and the sale of additional BUCs. In March 2011, the
Partnership entered into a sale and repurchase transaction with Deutsche Bank related to the Autumn Pines tax-exempt mortgage
revenue bond. The transaction is structured such that Deutsche Bank purchased the Autumn Pines bond for $10.0 million plus
accrued interest on March 31, 2011 and the Partnership will repurchase the Autumn Pines bond on June 30, 2011 for $10.0 million
plusaccrued interest. Thistransaction isasecured financing arrangement and isreflected as such in the financial statements. The
proceeds of this structured financing were utilized to enable the Partnership to complete the recent investments in the Briarwood
Manor tax-exempt bond and the Arboretum MF Property. On March 31, 2011 the Company purchased The Arboretum on Farnam
Drive("Arboretum") inOmaha, Nebraska. A portion of thepurchase pricewasfinanced with approximately $17.5million mortgage
payable with Omaha State Bank. This mortgage carries a 5.25% fixed rate and matures on March 31, 2014.

Asof September 1, 2010, the Partnership and its Consolidated Subsidiary ATAX TEBSI, LLC, entered into anumber of agreements
relating to a new long-term debt financing facility provided through the securitization of thirteen tax-exempt mortgage revenue
bondspursuant to Freddie Mac’ sSTEBS program. The TEBS Financing essential ly providesthe Company with along-termvariable-
ratedebt facility at interest ratesreflecting prevailing short-term tax-exempt rates. Thegross proceedsfrom TEBS Financing were
approximately $95.8 million. After the payment of transaction expenses the Company received net proceeds from the TEBS
Financing of approximately $90.4 million. The Company applied approximately $49.5 million of these net proceeds to repay the
entire outstanding principal of, and accrued interest on, its secured term loan from Bank of America. Asof closing, the SIFMA
rate was equal to 0.25% and the total Facility Fees were 1.9%, resulting in a total initial cost of borrowing of 2.15%. As of
March 31, 2011, the SIFMA rate was equal to 0.25% resulting in atotal cost of borrowing of 2.15%. Asof December 31, 2010,
the SIFMA rate was egual to 0.34% resulting in atotal cost of borrowing of 2.24%.

Prior to the closing of the TEBS Financing, the Company had outstanding debt financing of $54.8 million consisting of two credit
facilities. The first credit facility was with Bank of America and had an outstanding balance of $49.3 million (the “BOA
Facility”). Asnoted above, the BOA Facility wasrepaid with proceeds from the TEBS Financing. The second credit facility was
with Omaha State Bank and had an outstanding balance of $5.5 million (the “OSB Facility”). The OSB Facility was repaid prior
to the execution of the TEBS Financing.

The TEBS Financing offers several advantages over the Company’s previous credit facilities which, over time, are expected to
positively impact the generation of CAD. These advantages include:

« alonger term thereby addressing the previous refinancing risks,

« better balance sheet leverage thereby providing additional funds for investment, and

« alower initial cost of borrowing.

The Partnership isauthorized to issue additional BUCsto raise additional equity capital to fund investment opportunities. InApril
2010, a Registration Statement on Form S-3 was declared effective by SEC under which the Partnership may offer up to
$200.0 million of additional BUCsfromtimetotime. InApril 2010, the Partnershipissued an additional 8,280,000 BUCsthrough
an underwritten public offering at a public offering price of $5.37 per BUC pursuant to this new Registration Statement. Net
proceeds realized by the Partnership from this issuance of these BUCs were approximately $41.7 million after payment of an
underwriter's discount and other offering costs of approximately $2.8 million.

The Partnership’s principal uses of cash are the payment of distributions to unitholders, interest and principal on debt financing
and general and administrative expenses. The Partnership also uses cash to acquire additional investments. Distributions to
unitholders may increase or decrease at the determination of the General Partner. Distributionsto unitholders depend primarily
upon the amount of base and contingent interest received on the Company’ stax-exempt mortgage revenue bonds and cash received
from other investments, the amount of borrowings and the effective interest rate of these borrowings, and the amount of the
Partnership’s undistributed cash. Recently, cash generated by the Partnership’sinvestments has not been sufficient to fund such
expenditures and distributions without utilizing cash reserves to supplement the deficit. See discussion below regarding “ Cash
Available for Distribution.” The Partnership continued distributions during the quarter af an annual rate of $0.50 per
BUC. Although CAD generated in recent quarters has not been sufficient to fully fund distributions at this rate without utilizing
the Partnership’s cash reserves to supplement the deficit, the General Partner believes that distributions at the current level are
sustainable. However, if the Partnership is unable generate CAD at levelsin excess of the annual distribution; such distribution
amount may need to be reduced.
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TheConsolidated VIES and MF Properties primary source of cash isnet rental revenuesgenerated by their real estateinvestments.
Net rental revenues from a multifamily apartment property depend on the rental and occupancy rates of the property and on the
level of operating expenses. Occupancy rates and rents are directly affected by the supply of, and demand for, apartmentsin the
market areain which aproperty islocated. This, inturn, isaffected by several factors such aslocal or national economic conditions,
the amount of new apartment construction and the affordability of single-family homes. In addition, factors such as government
regulation (such aszoning laws), inflation, real estate and other taxes, labor problemsand natural disasters can affect the economic
operations of an apartment property.

The Consolidated VIES and MF Properties' primary uses of cash are: (i) the payment of operating expenses; and (ii) the payment
of debt service.

On a consolidated basis, there was an improvement of $593,000 in cash used by operating activities for the first quarter of 2011
as compared to first quarter of 2010 due to changes in working capital components. Cash used for investing activities increased
approximately $16.9 million for first quarter of 2011 as compared to the first quarter of 2010. The decrease in cash related to
investing activitiesis mainly the result of cash used to acquire the Arboretum Apartment property and the Briarwood Manor tax-
exempt bond offset by therelease of restricted cash upon foreclosure of the DeCordovaand Weatherford properties. Cash provided
by debt financingsincreased approximately $25.0 millionin thefirst quarter of 2011 as compared to thefirst quarter of 2010. The
increase was due to approximately $27.5 million in new borrowings offset by increased distributionsto unitholdersin first quarter
2011 as compared to first quarter 2010 due to an increase in BUCs outstanding.

Cash Availablefor Distribution

Management utilizes a calculation of Cash Availablefor Distribution (*CAD”) as a means to determine the Partnership’s ability
to make distributions to unitholders. The general partner believes that CAD provides relevant information about its operations
and is necessary along with net income for understanding its operating results. To calculate CAD, amortization expense related
to debt financing costs and bond reissuance costs, Tier 2 income dueto the general partner as defined in the Agreement of Limited
Partnership, interest rate derivative expense or income, provision for loan losses, impairments on bonds and losses related to VI Es
including depreciation expense are added back to the Company’s net income (loss) as computed in accordance with accounting
principlesgenerally acceptedinthe United Statesof America(* GAAP"). Thereisnogenerally accepted methodol ogy for computing
CAD, and the Company’s computation of CAD may not be comparable to CAD reported by other companies. Although the
Company considers CAD to be auseful measure of its operating performance, CAD should not be considered as an alternative to
net income or net cash flows from operating activities which are calculated in accordance with GAAP.

During June 2010, the Company completed a sales transaction whereby four of the MF Properties, the Ohio Properties, were sold
to three new ownership entities controlled by an unaffiliated not-for-profit entity (see Note 2). The properties will continue to be
presented as MF Properties and no gain will be recognized until such time as the transaction can be accounted for asa sale. As
the deferred gain on the transaction represents cash paid to the Company and no on-going legal obligations related to the Ohio
Properties or potential obligation to repay any amounts exists, the deferred gain is CAD and is shown as an adjustment in the CAD
Calculation below. Thisgain meetsthe definition of Net Residual Proceeds representing contingent interest (Tier 2 income) and
was therefore distributed 75% to the unitholders and 25% to the General Partner.
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Distributions

The Partnership continued distributions during the quarter at an annual rate of $0.50 per BUC. Although CAD generated in recent
quarters has not been sufficient to fully fund distributionsat thisrate without utilizing the Partnership’scash reservesto supplement
the deficit, the General Partner believesthat distributionsat the current level are sustainable. However, if the Partnershipisunable
to generate CAD at levelsin excess of the annual distribution; such distribution amount may need to be reduced.

The following tables show the calculation of CAD for the three months ended March 31, 2011 and 2010:

For the Three For the Three

Months Ended Months Ended

March 31, 2011 March 31,2010
Net income - America First Tax Exempt Investors L.P. $ 1,189,174 $ 347,392
Net loss related to VIEs and eliminations due to consolidation 280,129 691,162
Net income before impact of VIE consolidation $ 1,469,303 $ 1,038,554
Change in fair value of derivatives and interest rate derivative amortization 232,554 115,030
Depreciation and amortization expense (Partnership only) 524,563 668,858
Bond purchase discount accretion (net of cash received) (108,956) —
Ohio deferred interest 347,514 —
CAD $ 2,464,978 $ 1,822,442
Weighted average number of units outstanding, basic and diluted 30,122,928 21,842,928
Net income, basic and diluted, per unit $ 005 $ 0.05
Total CAD per unit $ 008 $ 0.08
Distributions per unit $ 01250 $ 0.1250

Contractual Obligations

As discussed in the Annual report on Form 10-K, the amounts maturing in 2011 consist of the paydowns on the TEBS credit
facility with Freddie Mac and payments on the MF Property mortgages.

The Company has the following contractual obligations as of March 31, 2011:

Payments due by period
Lessthan 1-2 More than 2
Total 1year years years
Debt Financing $ 105494584 $ 10561584 $ 1954000 $ 92,979,000
Mortgages payable $ 28100519 $ 4444857 $ 6155662 $ 17,500,000
Effective interest rate(s) ¥ 2.32% 2.22% 2.14%
Interest @ $ 12245025 $ 1,896,777 $ 4424614 $ 5923634

@ Interest rates shown are the average effective rates as of March 31, 2011 and include the impact of our interest rate derivatives.
@ Interest shown is estimated based upon current effective interest rates through maturity.
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Recently Issued Accounting Pronouncements

Effective January 1, 2010, we adopted Accounting Standards Update (“ ASU”) 2010-06, Improving Disclosures about Fair Value
Measurements. The new accounting guidance amends previously issued guidance and adds new requirements for disclosures
about transfers into and out of Levels 1 and 2 and separate disclosures about purchases, sales, issuances, and settlements rel ated
to Level 3 measurements. It also provides clarification about existing fair value disclosures, the level of disaggregation required,
and the inputs and val uation techniques used to measurefair value. The ASU is effective for the first reporting period (including
interim periods) beginning after December 15, 2009, except for the requirement to providethe Level 3 activity of purchases, sales,
issuances, and settlements on a gross basiswhich is effective for fiscal years beginning after December 15, 2010, and for interim
periods within those fiscal years. The adoption did not have amaterial impact on the consolidated financial statements.

InJuly 2010, the FASB issued A SU No. 2010-20, Disclosuresabout the Credit Quality of Financing Receivablesand the Allowance
for Credit Losses. ASU No. 2010-20 enhancesthe existing disclosure requirements providing more transparency of the allowance
for loan lossesand credit quality of financing receivables. The new disclosuresthat relateto information as of the end of areporting
period were effectivefor thefirst interim and annual reporting periodsending on or after December 15, 2010. The new disclosures
that relate to activity occurring during the reporting period will be effectivefor the first interim and annual periods beginning after
December 15, 2010, or first quarter of fiscal 2011 and thereafter in the Company’scase. The adoption of ASU 2010-20 will only
impact disclosures and will not affect financial position, results of operations, or cash flows.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

There have been no material changesin market risk, except as discussed bel ow, from theinformation provided under “ Quantitative
and Qualitative Disclosures about Market Risk” in Item 7A of the Company’s 2010 Annual Report on Form 10-K.

In order to mitigate its exposure to interest rate fluctuations on the variable rate TEBS Financing, the Partnership entered into
interest rate cap agreements with Barclays Bank PLC, Bank of New York Mellon and Royal Bank of Canada, each in an initia
notional amount of approximately $31.9 million which effectively limits the interest payable by the Company on the TEBS
Financing to afixed rate of 3.0% per annum on the combined notional amounts of theinterest rate cap agreementsthrough August
2017. Theinterest rate cap plusthe Facility Feesresult in amaximum potential cost of borrowing on the TEBS Financing of 4.9%
per annum.

The following table outlines the interest rate caps the Company hasin place as of March 31, 2011:

Effective Maturity Purchase
Date Purchased Notional Amount _Capped Rate Date Price Counterparty
September 2, 2010 31,936,667 3%  September 1, 2017 921,000 Bank of New York Mellon
September 2, 2010 31,936,667 3%  September 1, 2017 845,600 Barclays Bank PLC
September 2, 2010 31,936,667 3%  September 1, 2017 928,000 Royal Bank of Canada
October 29, 2008 4,480,000 6%  November 1, 2011 26,512 Bank of America

These interest rate derivatives do not qualify for hedge accounting and, accordingly, they are carried at fair value, with changes
infair valueincluded in current period earnings within interest expense. The change in the fair value of these derivative contracts
resulted in an increase in interest expense of approximately $233,000 and $115,000 for the quarters ended March 31, 2011 and
2010, respectively.
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Item 4. Controlsand Procedures.

Evaluation of disclosure controls and procedures. The Partnership's Chief Executive Officer and Chief Financial Officer have
reviewed and eval uated the effectiveness of the Partnership's disclosure control sand procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(€)) as of the end of the period covered by this report. Based on that evaluation, the Chief Executive Officer
and the Chief Financial Officer have concluded that the Partnership's current disclosure controls and procedures are effective,
providing them with material information relating to the Partnership as required to be disclosed in the reports the Partnership files
or submits under the Exchange Act on atimely basis.

Changesin internal control over financial reporting. The Partnership’s Chief Executive Officer and Chief Financial Officer
have determined that there were no changes in the Partnership'sinternal control over financial reporting during the
Partnership’s most recent fiscal quarter that have materially affected, or are reasonably likely to materially affect, the
Partnership’sinternal control over financial reporting.
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PART Il - OTHER INFORMATION
Item 1A. Risk Factors.

The risk factors affecting the Company are described in Item 1A “Risk Factors’ of the Company’s 2010 Annual Report on
Form 10-K

Item 6. Exhibits.

The following exhibits are filed as required by Item 6 of this report. Exhibit numbers refer to the paragraph numbers under Item
601 of Regulation S-K:
3. Articles of Incorporation and Bylaws of America First Fiduciary Corporation Number Five (incorporated herein by
referenceto Registration Statement on Form S-11 (No. 2-99997) filed by AmericaFirst Tax Exempt Mortgage Fund Limited
Partnership on August 30, 1985).

4(a) Form of Certificate of Beneficial Unit Certificate (incorporated herein by reference to Exhibit 4.1 to Registration
Statement on Form S-4 (No. 333-50513) filed by the Company on April 17, 1998).

4(b) Agreement of Limited Partnership of the Partnership (incorporated herein by reference to the Amended Annual Report
on Form 10-K (No. 000-24843) filed by the Company on June 28, 1999).

4(c) Amended Agreement of Merger, dated June12, 1998, between the Partnership and AmericaFirst Tax Exempt Mortgage
Fund Limited Partnership (incorporated herein by reference to Exhibit 4.3 to Amendment No. 3 to Registration Statement
on Form S-4 (No. 333-50513) filed by the Company on September 14, 1998).

31.1 Certification of CEO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2 Certification of CFO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
32.1 Certification of CEO pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
32.2 Certification of CFO pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

AMERICA FIRST TAX EXEMPT INVESTORS, L.P.

Date: May 9, 2011 By: /9 Mark Hiatt
Mark Hiatt
Chief Executive Officer
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Exhibit 31.1
Certification of CEO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Mark A. Hiatt, certify that:

1

2.

5.

| have reviewed this quarterly report on Form 10-Q of America First Tax Exempt Investors, L.P;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in the report, fairly present
in all material respects the financial condition, results of operations and cash flows of the Company as of, and for, the
periods represented in this report;

The Company's other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the Company and have:

(a) Designed such disclosure controlsand procedures, or caused such disclosure controls and proceduresto be designed
under our supervision, to ensure that material information relating to the Company, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

(b) Designed such internal control over financial reporting, or caused internal control over financia reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

(c) Evaluated the effectiveness of the Company's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d) Disclosed inthisreport any change in the Company'sinternal control over financial reporting that occurred during
the Company's most recent fiscal quarter (the Company's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the Company's internal control over financial
reporting; and

The Company's other certifying officer and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the Company's auditors and the audit committee of the Company's board of directors (or persons
performing equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the Company's ability to record, process, summarize and
report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant rolein
the Company's internal control over financial reporting.

Date: May 9, 2011

By /s Mark A. Hiatt
Mark A. Hiatt
Chief Executive Officer

AmericaFirst Tax Exempt Investors, L.P.



Exhibit 31.2
Certification of CFO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Michael J. Draper, certify that:

1

2.

| have reviewed this quarterly report on Form 10-Q of America First Tax Exempt Investors, L.P;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in the report, fairly present
in all material respects the financial condition, results of operations and cash flows of the Company as of, and for, the
periods represented in this report;

The Company's other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the Company and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the Company, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused internal control over financia reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

(c) Evaluated the effectiveness of the Company's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d) Disclosed in thisreport any change in the Company'sinternal control over financial reporting that occurred during
the Company's most recent fiscal quarter (the Company's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the Company'sinternal control over financial
reporting; and

The Company's other certifying officer and | have disclosed, based on our most recent evaluation of internal control
over financia reporting, to the Company's auditors and the audit committee of the Company's board of directors(or
persons performing equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the Company's ability to record, process, summarize and
report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant rolein
the Company's internal control over financial reporting.

Date: May 9, 2011

By /¢ Michael J. Draper
Michagel J. Draper
Chief Financial Officer

The Burlington Capital Group LLC, acting in its capacity as general partner of the General Partner of America First Tax
Exempt Investors, L.P.



Exhibit 32.1

Certification of CEO pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

I, Mark A. Hiatt, Chief Executive Officer of America First Tax Exempt Investors, L.P, certify, pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that:

(1) The Quarterly Report on Form 10-Q of the Partnership for the year ended March 31, 2011 (the “Report”) fully
complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78m); and

(2) Theinformation contained in the Report fairly presents, in all materia respects, the financial condition and results of
operations of the Partnership.

Date: May 9, 2011

/s Mark A. Hiatt
Mark A. Hiatt
Chief Executive Officer

A signed original of thiswritten statement required by Section 906 has been provided to America First Tax Exempt Investors,
L.P. and will be retained by America First Tax Exempt Investors, L.P. and furnished to the Securities and Exchange
Commission or its staff upon request.



Exhibit 32.2

Certification of CFO pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

I, Michael J. Draper, Chief Financial Officer of the general partner of the General Partner of AmericaFirst Tax Exempt Investors,
L.P, certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that:

(1) The Quarterly Report on Form 10-Q of the Partnership for the year ended March 31, 2011 (the “Report”) fully
complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78m); and

(2) Theinformation contained in the Report fairly presents, in all materia respects, the financial condition and results of
operations of the Partnership.

Date: May 9, 2011

/s/ Michael J. Draper
Michagel J. Draper
Chief Financial Officer

A signed original of thiswritten statement required by Section 906 has been provided to America First Tax Exempt Investors,
L.P. and will be retained by America First Tax Exempt Investors, L.P. and furnished to the Securities and Exchange
Commission or its staff upon request.
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