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Item 1.01       Entry into a Material Definitive Agreement.

     On April 12, 2007, America First Tax Exempt Investors, L.P., a Delaware limited partnership (the “Registrant”) entered into a financing arrangement whereby the
Registrant’s $6.5 million tax-exempt mortgage bond secured by Ashley Square Apartments in Des Moines, Iowa and $6.8 million tax-exempt mortgage bond secured by Bella
Vista Apartments in Gainesville, Texas (the “Bonds”) were placed in separate trusts (the “Trusts”) under the terms of a Custody and Participation Agreement by and between
Registrant, U.S. Bank National Association as trustee and Merrill Lynch, Pierce, Fenner & Smith Incorporated (“Merrill Lynch”) (the “Trust Agreement”). The Trusts issued
senior securities (known as “P-Floats”) to unaffiliated institutional investors and subordinated residual interest securities (known as “RITES”) to the Registrant. The Registrant
received the net proceeds of approximately $13.3 million from the sale of the P-Floats. These funds are available to the Registrant for investment in additional tax-exempt
mortgage bonds and other investments consistent with its investment policies and for other partnership purposes. The Registrant maintains a call option on the senior P-Float
securities which allows it to collapse the Trust at any time. Accordingly, the Registrant retains a level of control over the underlying Bond that allows it to account for this
transaction as secured variable-rate borrowing.

     There is no affiliation between the Registrant and Merrill Lynch and the terms of the financing were determined through arm’s-length negotiation.
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