AMERICA FIRST TAX EXEMPT INVESTORS, L.P.
FOR THE QUARTER ENDED SEPTEMBER 30, 2003
Printable Version

FORM 10-Q

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2003
OR

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to
Commission File Number: 0-24843

AMERICA FIRST TAX EXEMPT INVESTORS, L.P.
(Exact name of registrant as specified in its charter)

Delaware 47-0810385
(State or other jurisdiction (IRS Employer
of incorporation or organization) Identification No.)

Suite 400, 1004 Farnam Street, Omaha, Nebraska 68102
(Address of principal executive offices) (Zip Code)

(402) 444-1630
(Registrant's telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days.

YES X NO
Indicate by check mark whether the registrant is an accelerated filer (as defined in Exchange Act Rule 12b-2).

YESNO X

AMERICA FIRST TAX EXEMPT INVESTORS, L.P.
INDEX
PART I FINANCIAL INFORMATION
ITEM 1 FINANCIAL STATEMENTS
Balance Sheets as of September 30, 2003 (Unaudited) and December 31, 2002

Statements of Income and Comprehensive Income for the three months and nine months
ended September 30, 2003 and 2002 (Unaudited)


file:///tmp/tmp20221103-3328-wu7388/ataxzq303.pdf

Statement of Partners' Capital for the nine months ended September 30, 2003 (Unaudited)
Statements of Cash Flows for the nine months ended September 30, 2003 and 2002 (Unaudited)

Notes to Financial Statements (Unaudited)

ITEM 2 MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

ITEM 3 QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

ITEM 4 CONTROLS AND PROCEDURES

PART II OTHER INFORMATION

ITEM 6 EXHIBITS AND REPORTS ON FORM §-K

SIGNATURES

Part I. Financial Information

Item 1. Financial Statements

AMERICA FIRST TAX EXEMPT INVESTORS, L.P.

BALANCE SHEETS

Aept. 30, 2003

(Unaudited) Dec. 31, 2002
Bssets
Cash and cash equivalents b 6,416,891 T.174 898
Investment i tax- exempt mortgage revenue bonds, at estimated far value
fAmortzed costof$122,601,000 and $114,656,000) 126,473,538 118,528,538
Inwvestment m other tax-exempt bonds, at estimated fair value
fArmortzed costof$3,900,000) 3,878,238 3,878,238
Interest recervable 1,550,444 022,804
Taxzable loans 7,396,670 T.301,165
Other assets 2,122,900 1,335,416
$ 147,838,683 139,141,061
Lighiliies and Partners' Capital
Liahilihes
Accounts payable and accrued expenses ! 411,167 411,149
Dustrihution pavable 1,341,534 1,334,023
Debt financing 67,580,000 58,730,000
69,332,703 61,475,172
Partners' Capital
General Pariner 34,558 26,154
Beneficial Untt Certificate holders TR.4T1.422 FT.A39.733
(3798 per BUC 1n 2003 and $7.891n 2002) 78,505,980 TTHAS, 880
$ 147,838,683 139,141,061

The accompanying notes are an integral p art ofthe financial statements.



AMERICA FIRST TAX EXEMPT INVESTORS, L.P.
STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
(UNAUDITED)

For the Three For the Three For the Nine For the Nine
IMonths Ended Months Ended Months Ended  Months Ended
Sept 30, 2003 Sept. 30, 2002 Sept 30, 2003 Sept 30, 200z

Income
Mortgage revenue bond investment income  § 2,210,037 % 2,106,643 § 6,548,147 § 6,452,510
Other bond inwve stment income 80,438 80,438 241,312 241,313
Dther nterest income 26,031 123,472 25,194 382,270
2,316,506 2,310,553 f,874, 655 F06,093
Exzpenzes
Interest expense 366,500 372,989 1,116,984 1,058 485
Amortization expense 12,380 11,013 35,774 28,264
Ceneral and administrative expenses 272,058 292,549 357,197 378,317
650,938 676,551 2,008,957 1,965,066
Metincome and comprehensive mcome b 1,665,568 ¢ 1,634,002 % 4,864,698 % 5,141,027
Metincome allocated to:
General Partner $ 16,656 § 20,137 48,647 % 62,645
BUC holders 1,642,912 1,613,865 4,816,051 5,078,382
§ 1,665,568 § 1,634,002 4,864,698 % 5,141,027
Metincome, basic and diluted, per BUC b 017 % 0.18 049 % 0.52
Weighted average number o FBUC's
outstanding, basic and diluted 9. 837,928 9. 837,928 9,837,928 9,837,928

The accomp anying notes are an integral p art ofthe financial statements.



AMERICA FIRST TAX EXEMPT INVESTORS, L.P.

STATEMENT OF PARTNERS' CAPITAL
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2003

(UNAUDITED)

Beneficial Tmt
Certificate holders

General
Partner #o0tBUCs Armount Total
Partners' Capital {excluding accumulated other
comprehensive mcome)
Balance at Decemher 31, 2002 £ 26,156 0,837,928 73,788,957 § T3,815,113
Netmcome 48,647 4,816,051 4 864,698
Cash distributions pad or accrued 40,245} - (3,984,362) 4,024,607
Balance at September 30, 2003 34,558 9,837,925 74,620,646 74,655,204
Accumulated Other Comprehensive Income
Balance at December 31, 2002 - 3,850,774 3,850,776
Other comprehensive income - - -
Balance at September 30, 2003 - 3,850,774 3,850,774
Balance at September 30, 2003 £ 34,558 9,837,928 % T84T, 422 % 78,505,980

The accompanying notes are an mtegral p art ofthe fnancial statement.



AMERICA FIRST TAX EXEMPT INVESTORS, L.P.
STATEMENTS OF CASH FLOWS
(UNAUDITED)

For the Nine For the Mine
M anths Ended Months Ended
Sept 30, 2003 Sept. 30, 2002

Cash flows from operating activities
M et ificome $ 4,864,698 % 5,141,027
Adjustments to reconcile net mcome to net cash
Fom operating actiaties

Amortzation expense 35,774 28,264
Interest rate cap expense 187,092 30,562
Increase in interest receivahle (627,640) 424,005
Increase in other assets (193,846) (37,895)
Increase (decrease) in accounts payable and accrued expenses 18 412,862
Met cash provided by operating activities 4,266,096 4,325,091

Cash flows from investing activities

Bond issuance costs pad (159, 988) (50,037)
Acquisition oftax- exempt mortgage revenue bonds (8,020,000 -

Increase in taxable loans (95,503) (1,092,862)
Increase in other assets 43,516) {100,000
Principal payments received on tax- exempt mortgage bonds 75,000 100,000
Met cash used m mwesting activibes (2,244 009) (1,142,599}

Cash flows from financing activities

Payment for interest rate cap agreement (60,0000 489,000
Principal payments on debt financing (170,000 (55,000)
Dustrihutions paid 4,017,094} 4,032,119}
Proceeds fom debt inancing 8,015,000 -
Met cash provided by (used) m fnancing actrribies 3,219,906 4,576,119}
Met decrease in cash and cash equivalents (758,007 (1,393,927)
Cash and cash equivalents at beginning of period T,174,898 8,590,489
Cash and cash equivalents at end ofperiod o 8416,831 % 7,194,562

Supplemental disclosure ofcash flow mfvrmation:
Cash paid during the pertod for mterest ! Ti5,663 % 885,342

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

1. Basis of Presentation

The accompanying interim unaudited 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
accounting principles generally accepted in the United States of America ("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
financial statements should be read in conjunction with the financial statements and notes thereto included in the Partnership's Annual Report
on Form 10-K for the year ended December 31, 2002. In the opinion of management, all normal and recurring adjustments necessary to present
fairly the financial position at September 30, 2003, and the results of operations for all periods presented have been made. The results of
operations for the nine month period ended September 30, 2003 are not necessarily indicative of the results to be expected for the full year.

The preparation of financial statements in 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 financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. Significant estimates
in the financial statements include the valuation of the Partnership's investment in tax-exempt mortgage revenue bonds and taxable loans due to



the uncertainty of the value of the underlying collateral.

2. Debt Financing

The Partnership's debt financing bears interest at a weekly floating bond rate plus remarketing, credit enhancement, liquidity and trustee fees,
which averaged 1.91% and 2.29% for the nine months ended September 30, 2003 and 2002, respectively.

3. Related Party Transactions

The General Partner is entitled to receive an administrative fee from the Partnership up to 0.45% of the outstanding principal balance of any
tax-exempt mortgage revenue bond or other mortgage investment, unless the owner of the property financed by such tax-exempt mortgage
revenue bond or other mortgage investment or another third party is required to pay such administrative fee. For the three and nine month
periods ended September 30, 2003, the Partnership's administrative fees to the General Partner were $4,387 and $13,162, respectively. The
Partnership may become obligated to pay additional administrative fees to the General Partner in the event the Partnership acquires additional
tax-exempt mortgage revenue bonds or other mortgage investments and is not able to negotiate the payment of these fees by the property
owners or in the event the Partnership acquires title to any of the properties securing its existing tax-exempt mortgage revenue bonds by reason
of foreclosure. Additionally, the General Partner received administrative fees of $78,206 and $225,666, respectively, for the three and nine
month periods ended September 30, 2003 from the owners of properties financed by the tax-exempt mortgage revenue bonds held by the
Partnership. These administrative fees are payable by the property owners prior to the payment of any contingent interest on the tax-exempt
mortgage revenue bonds secured by the respective properties.

The General Partner remains entitled to receive approximately $359,000 in administrative fees from the Partnership for the year ended
December 31, 1989. The payment of these fees, which has been deferred by the General Partner, is contingent upon, and will be paid only out
of future profits realized by the Partnership from the disposition of any Partnership assets. These deferred fees will be recorded as an expense
by the Partnership when it is probable that these fees will be paid.

An affiliate of the General Partner was retained to provide property management services for Ashley Square, Northwoods Lake Apartments,
Ashley Pointe at Eagle Crest, lona Lakes Apartments, Clear Lake Colony Apartments, Bent Tree Apartments, Lake Forest Apartments, and
Fairmont Oaks Apartments (beginning in October 2002). The management fees paid by the property owners to the affiliate of the General
Partner amounted to $152,588 and $465,961 for the three and nine month periods ended September 30, 2003, respectively. These property
management fees are paid by the respective properties prior to the payment of any interest on the tax-exempt mortgage revenue bonds and
taxable loans held by the Partnership on these properties.

4. Interest Rate Cap Agreements

The Partnership has entered into three derivative agreements in order to mitigate its exposure to interest rate fluctuations on its variable rate
debt financing.

On July 1, 2002, the Partnership purchased an interest rate cap from Bear Stearns Financial Products, Inc. The interest rate cap was purchased
at a $489,000 premium, has a cap on the floating rate index of 3%, has a notional amount of $20,000,000 and matures on July 1, 2006. It
effectively caps the floating rate index (the BMA Municipal Index) at 3%, so the maximum interest rate to be paid on $20,000,000 of debt
financing is 3% plus remarketing, credit enhancement, liquidity and trustee fees which aggregate to approximately 90 basis points.

On November 1, 2002, the Partnership purchased a convertible interest rate cap from Bank of America. The convertible interest rate cap was
purchased at a $250,000 premium, has a cap on the floating rate index of 3%, has a notional amount of $10,000,000 and matures on November
1, 2007. It effectively caps the floating rate index at 3%, so the maximum interest rate to be paid on $10,000,000 of debt financing is 3% plus
remarketing, credit enhancement, liquidity and trustee fees which aggregate to approximately 90 basis points. At the option of Bank of
America, the convertible cap may be converted to a fixed rate swap, in which event the Partnership's interest expense would be converted to a
fixed rate of 2.6% plus remarketing, credit enhancement, liquidity and trustee fees which aggregate to approximately 90 basis points for the
remaining term of the agreement.

On February 1, 2003, the Partnership purchased a convertible interest rate cap from Bank of America. The convertible interest rate cap was
purchased at a $608,000 premium, has a cap on the floating rate index of 3.5%, has a notional amount of $15,000,000 and matures on January
1, 2010. It effectively caps the floating rate index at 3.5%, so the maximum interest rate to be paid on $15,000,000 of debt financing is 3.5%
plus remarketing, credit enhancement, liquidity and trustee fees which aggregate to approximately 90 basis points. At Bank of America's
option, the convertible cap may be converted to a fixed rate swap, in which event the Partnership's interest expense would be converted to a
fixed rate of 2.95% plus remarketing, credit enhancement, liquidity and trustee fees which aggregate to approximately 90 basis points for the
remaining term of the agreement.

The Partnership accounts for its interest rate cap agreements in accordance with the Financial Accounting Standards Board Statement No. 133
"Accounting for Derivatives". At inception, the Partnership designated each of the interest rate cap agreements as cash flow hedges of its
floating rate debt financing. The hedges are considered highly effective at inception as the critical terms of the caps and the floating rate debt



financing such as effective maturity, floating index and principal hedged are substantially the same. The calculation of effectiveness of the
hedges is made when the floating rate is greater than the strike rate of the cap agreements. The fair value of the cap agreements at inception is
their original cost, which is all attributable to their time value as the strike rates of the cap agreements are greater than the current floating rate.
Changes in the time value, or fair value, of the cap agreements will be marked to market with the difference recognized in earnings as interest
expense over the term of the cap agreements. The current floating rate of the floating index (BMA Municipal Index) is lower than the rate at
which the caps would go into effect, therefore the only current financial statement impact is to recognize the change in the estimated fair value
of the cap agreements in the income statement.

Interest rate cap expense was $64,777 and $187,093 for the three and nine month periods ended September 30, 2003, and included as a
component of interest expense in the accompanying financial statements.

5. Investment in Tax-Exempt Mortgage Bonds

On April 4, 2003, the Partnership acquired the tax-exempt mortgage revenue bonds secured by Fairmont Oaks Apartments in Gainesville,
Florida with a principal amount of $8,020,000. The acquisition was financed by the issuance of floating rate debt financing ("P-floats"). The
revenue bonds have a base interest rate of 6.2%, a contingent interest rate of 2.2%, mature in 2033 and amortize over a term of 40 years. In
connection with the financing of this acquisition, the Partnership pledged $5,950,000 of Primary Trust Certificates related to its Northwoods
Lake Apartments tax-exempt mortgage revenue bonds. In addition, the Partnership has loaned $1,137,919 to the owners of Fairmont Oaks
Apartments in the form of a taxable loan, bearing interest at 6.5%. The purpose of the taxable loan is to facilitate the Partnership's acquisition
of the Fairmont Oaks Apartments tax-exempt mortgage revenue bonds. The owners of Fairmont Oaks Apartments are employees of the
general partner of the General Partner of the Partnership.

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

General

The Partnership was formed for the purpose of acquiring, holding, operating, 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
apartments. The Partnership's business objectives are to: (i) preserve and protect its capital; (ii) provide regular cash distributions to BUC
holders; and, (iii) provide a potential for an enhanced federally tax-exempt yield as a result of a participation interest in the net cash flow and
net capital appreciation of the real estate financed by the tax-exempt mortgage revenue bonds held by the Partnership.

The Partnership is pursuing a business strategy to: (i) increase the amount of tax-exempt interest available for distribution to its BUC holders;
(i1) reduce risk through asset diversification and interest rate hedging; and (iii) achieve economies of scale. The Partnership seeks to achieve its
objectives through the acquisition of additional tax-exempt mortgage revenue bonds, taking advantage of attractive financing structures
available in the tax-exempt securities market and entering into interest rate risk management instruments.

Critical Accounting Policies

The Partnership's critical accounting policies are the same as those described in the Partnership's December 31, 2002 Form 10-K.

Results of Operations

The Partnership's primary assets are its tax-exempt mortgage revenue bonds which provide permanent financing for ten multifamily housing
properties. Each bond provides payment of interest at a base rate and the payment of contingent interest out of the net operating income of the
underlying property. A description of the multifamily housing properties collateralizing the tax-exempt mortgage revenue bonds owned by the
Partnership at September 30, 2003 is as follows:



HMumber Percentage

HMumber of nits of Units Economic

Property Name Location of Units Decupied Decupied Decupancy i
Woodbridge Apts of Bloomington [II Bloomington, IN 280 273 2% 043
& shley Point at Eagle Crest Evatsville, I 150 140 93% BE%
Woodbtidge Apts. of Louisville I Lovisville, Y 190 173 92% 0%
Northwoods Lake Apartments Dialuth, GA 492 411 24% G2%
& ghley 3quare Dies Moines, IA 144 138 6% 0%
Iona Lake s Apartments Ft. Myers, FL 350 299 5% Ta%
Clear Lake Colony A partments West Palm Beach, FL 316 284 0% 0%
Bent Tree Apartments Colambia, B30 232 203 BE% B0%
Lake Forest Apartments Draytona Beach, FL 240 227 5% 2%
Fairtmont Oaks Apartments Gaingville, FL 178 170 6% 0%
24,572 4,323 0% 3%

1 Fg onomic occupancy is presented for the nine months ended Sept. 30, 2003, and is define d as the net rental income
eatned during the period divided by the mazimum amount of rental inc ome to be derived from each property if 100%
occupied at current lease rental rates. This statistic is reflective of vacancy losses, rental concessions, delinguent rents
atid non-revenue units such as model units and employes units.

On April 4, 2003, the Partnership acquired the tax-exempt mortgage revenue bonds secured by Fairmont Oaks Apartments in Gainesville,
Florida with a principal amount of $8,020,000. The acquisition was financed by the issuance of floating rate debt financing ("P-floats"). The
revenue bonds have a base interest rate of 6.2%, a contingent interest rate of 2.2%, mature in 2033 and amortize over a term of 40 years. In
connection with the financing of this acquisition, the Partnership pledged $5,950,000 of Primary Trust Certificates related to its Northwoods
Lake Apartments tax-exempt mortgage revenue bonds. In addition, the Partnership has loaned $1,137,919 to the owners of Fairmont Oaks
Apartments in the form of a taxable loan, bearing interest at 6.5%. The purpose of the taxable loan is to facilitate the Partnership's acquisition
of the Fairmont Oaks Apartments tax-exempt mortgage revenue bonds. The owners of Fairmont Oaks Apartments are employees of the
general partner of the General Partner of the Partnership.

The multi-family housing industry continues to report soft market conditions which are attributable to three primary factors: i) recessionary
conditions in certain markets; ii) over-building; and iii) record levels of single family home purchases largely due to record low mortgage
interest rates. These factors have reduced the availability and increased the competition for credit worthy tenants, which in turn reduces
effective rents due to rental concessions and increases operating costs such as leasing incentives.

At September 30, 2003 all of the Partnership's tax-exempt mortgage revenue bonds were paying their full amount of base interest; however, a
prolonged weakened economy and the resulting decline in net rental revenues from the Partnership's collateral of multi-family properties may
negatively impact future interest income. At certain properties the decline in net rental income may last for an extended period. As a result, the
Partnership has the ability and may restructure the terms of the related tax-exempt mortgage bond to reduce the base interest rate. However, as
of September 30, 2003, there are no such restructures in place. Furthermore, the collection of contingent interest payable from the excess cash
flow of the underlying properties has declined during this economic slowdown. The Partnership remains aware of the difficult real estate
market conditions and continues to monitor the performance of the multi-family properties collateralizing its revenue bonds. The average
economic occupancy of the multi-family properties was 83% for the nine months ended September 30, 2003 compared to 87% for the nine
months ended September 30, 2002. Offsetting these weak market conditions are the positive financial benefits the Partnership is experiencing
from the record low interest rates it is paying on its variable-rate debt financing.

Three Months Ended September 30, 2003 Compared to Three Months Ended September 30, 2002

Mortgage bond investment income increased $103,394 (4.9%) for the three months ended September 30, 2003 compared to the three months
ended September 30, 2002, primarily due to: (i) an increase of approximately $121,000 earned from the acquisition of Fairmont Oaks
Apartments in April of 2003 which was partially offset by (ii) a decrease of approximately $15,000 of past-due base interest received from
Woodbridge at Bloomington.

The Partnership earned all of its base interest due in the second quarter of 2003 on all of its tax-exempt mortgage revenue bonds held at
September 30, 2003.

Other bond investment income represents income earned on the Partnership's investment in other tax-exempt bonds and remained consistent
from the quarter ended September 30, 2003 compared to the quarter ended September 30, 2002.

Other interest income represents income earned on the Partnership's taxable loans and on its cash and cash equivalents. Other interest income
decreased $97,441 (78.9%) for the three months ended September 30, 2003 compared to the same period in 2002. This decrease is primarily
due to: (i) a decrease of approximately $97,000 in the interest earned on the taxable loan due from Northwoods Lake Apartments which was
placed on non-accrual status in the fourth quarter of 2002 and (ii) a decrease of approximately $18,000 in interest income earned on cash and



cash equivalents due to a decrease in the balance held and a decrease in interest rates. These decreases were partially offset by an increase of
approximately $18,000 in interest earned on the taxable loan due from Fairmont Oaks Apartments in 2003.

Interest expense on the Partnership's debt financing decreased $6,489 (1.7%) for the three months ended September 30, 2003 compared to the
same period in 2002. The decrease is due to: (i) a decrease of $77,082 due to the decline in the variable short term tax-exempt interest rates
offset by (ii) an increase of $36,379 due to the debt financing used for the acquisition of Fairmont Oaks Apartments in April of 2003, and (iii)
an increase of $34,214 due to an increase in interest rate cap expense. The Partnership's average effective interest rate on its debt financing was
1.79% for the three months ended September 30, 2003 compared to 2.30 % for the three months ended September 30, 2002.

Amortization expense increased $1,368 for the three months ending September 30, 2003 compared to the same period of 2002 due to the
amortization on the costs associated with the acquisition of the tax-exempt mortgage revenue bonds secured by Fairmont Oaks Apartments in
April of 2003.

General and administrative expenses decreased $20,491 (7.0%) for the three months ended September 30, 2003 compared to the same period in
2002, due primarily to decreases in legal fees, printing and tax-exempt mortgage revenue bond servicing fees offset by increases in insurance
expense.

Nine Months Ended September 30, 2003 Compared to Nine Months Ended September 30, 2002

Mortgage bond investment income increased $65,637 (1.0%) for the nine months ended September 30, 2003 compared to the nine months
ended September 30, 2002, due to: (i) an increase of approximately $246,000 on the April 2003 acquisition of the tax-exempt mortgage
revenue bonds secured by Fairmont Oaks Apartments (ii) an increase of approximately $25,000 of past-due base interest received in 2003 on
the Woodbridge Apartments of Bloomington and Louisville tax-exempt mortgage revenue bonds and (iii) a net increase of approximately
$4,000 in the Partnership's other tax-exempt revenue bonds. These increases were offset by (iv) a decrease of approximately $210,000 earned
in 2002 from the sale of the Shoal's Crossing tax-exempt mortgage revenue bonds formerly owned by the Partnership

The Partnership earned all of its base interest due in the nine months of 2003 on all of its tax-exempt mortgage revenue bonds held at
September 30, 2003.

Other bond investment income represents income earned on the Partnership's investment in other tax-exempt bonds and remained consistent
from the nine months ended September 30, 2003 compared to the nine months ended September 30, 2002.

Other interest income represents income earned on the Partnership's taxable loans and on its cash and cash equivalents. Other interest income
decreased $297,074 (77.7%) for the nine months ended September 30, 2003 compared to the same period in 2002. This decrease is primarily
due to: (i) a decrease of approximately $293,000 in the interest earned on the taxable loan for Northwoods Lake Apartments which was placed
on non-accrual status in the fourth quarter of 2002 and (ii) a decrease of approximately $59,000 in interest income on cash and cash equivalents
due to a decrease in the balance held and a decrease in interest rates. These decreases were partially offset by an increase of approximately
$55,000 in interest earned on the taxable loan due from Fairmont Oaks Apartments in 2003.

Interest expense on the Partnership's debt financing increased $58,501 (5.5%) for the nine months ended September 30, 2003 compared to the
same period in 2002. The increase is primarily due to: (i) an increase of $156,000 in interest rate cap expense (ii) an increase of $76,000 due to
the debt financing used for the April 2003 acquisition of the tax-exempt mortgage revenue bonds secured by Fairmont Oaks Apartments,
partially offset by (iii) a decrease of $174,000 due to the decline in the variable short term tax-exempt interest rates. The Partnership's average
effective interest rate on its debt financing was 1.91% for the nine months ended September 30, 2003 compared to 2.29 % for the nine months
ended September 30, 2002.

Amortization expense increased $7,510 for the nine months ended September 30, 2003 compared to the nine months ended September 30,
2002, due to an increase in the balance of bond issuance and financing costs.

General and administrative expenses decreased $21,119 for the nine months ended September 30, 2003 compared to the same period in 2002
primarily due to decreases in legal fees, tax-exempt mortgage revenue bond servicing fees and printing which was partially offset by increases
in insurance and salaries and related expenses.

Liquidity and Capital Resources

Cash provided by operating activities for the nine months ended September 30, 2003 decreased $58,995 compared to the same period a year
earlier mainly due to timing differences in the payment of accounts payable and accrued expenses partially offset by an increase of interest



receivable from the acquisition of the Fairmont Oaks tax-exempt mortgage revenue bonds. Cash used in investing activities increased
$7,101,110 for the nine months ended September 30, 2003 compared to the same period in 2002 primarily due to the acquisition of the
Fairmont Oaks tax-exempt mortgage revenue bonds in April 2003. Cash provided by financing activities increased $7,796,025 for the nine
months ended September 30, 2003 compared to the same period in 2002 primarily due to the proceeds from the debt financing used to acquire
the tax-exempt mortgage revenue bonds secured by Fairmont Oaks Apartments offset by cash used for the purchase of an interest rate cap
agreement in February of 2003 and additional principal payments on the Partnership's other debt financing agreements.

Tax-exempt interest earned on the tax-exempt mortgage revenue bonds represents the Partnership's principal source of cash flow. Tax-exempt
interest is primarily comprised of base interest on the mortgage bonds. The Partnership will also receive past due base interest and contingent
interest on the mortgage bonds from time to time. Contingent interest is only paid when the underlying properties generate excess cash flow,
and therefore it increases when the underlying properties have strong economic performances and when the Partnership acquires additional
tax-exempt mortgage revenue bonds.

The Partnership also earns tax-exempt and taxable interest on certain other investments, and may also enter into debt arrangements to finance
the purchase of additional tax-exempt investments.

The Partnership's principal uses of cash are the payment of distributions to BUC holders, interest on debt financing and operating expenses.
Distributions to BUC holders may increase or decrease at the determination of the General Partner. The General Partner determines the amount
of the distributions based upon the projected future cash flows of the Partnership. Future distributions to BUC holders will depend upon the
amount of base and contingent interest received on the tax-exempt mortgage revenue bonds and other investments, the effective interest rate on
the Partnership's variable-rate debt financing, and the amount of the Partnership's undistributed cash.

The following table sets forth information relating to cash distributions paid to BUC holders for the periods shown:

Forthe Mine For the Mine
I onths Ended I onths Ended
Sept 30, 2003 Sept 30, 2002

Cash Dastributions 5 0.40%50 5 0.40%50

The Partnership believes that cash provided by net interest income from its tax-exempt mortgage revenue bonds and other investments,
supplemented, if necessary, by withdrawals from its undistributed cash, will be adequate to meet its projected short-term and long-term
liquidity requirements, including the payment of expenses, interest and distributions to BUC holders.

New Accounting Pronouncement

In January 2003, the FASB issued Interpretation No. 46, "Consolidation of Variable Interest Entities" ("FIN 46"). This Interpretation clarifies
the application of existing accounting pronouncements to certain entities in which equity investors do not have the characteristics of a
controlling financial interest or do not have sufficient equity at risk for the entity to finance its activities without additional subordinated
financial support from other parties. The provision of FIN 46 will be immediately effective for all variable interests in variable interest entities
created after January 31, 2003. The Partnership is currently evaluating the impacts of FIN 46 on the Partnership's financial statements. The
Partnership is involved through certain of its investments in tax-exempt mortgage revenue bonds and its taxable loans with entities which may
or may not be determined to be variable interest entities under the guidance of FIN 46. Additionally, under the guidance of FIN 46, if the
entities are determined to be variable interest entities, the Partnership will need to further evaluate if it is the primary beneficiary of such
variable interests. All such entities that the Partnership is involved with were created before February 1, 2003 and, therefore, the requirements
of FIN 46 must be applied, if applicable, to the Partnership's financial statements by December 31, 2003.

Forward Looking Statements

This report contains forward looking statements that reflect management's intent, beliefs and estimates of future economic circumstances,
industry conditions, the Partnership's performance and financial results. All statements, trend analysis and other information concerning
possible or assumed future results of operations of the Partnership and the investments it has made (including, but not limited to, the
information contained in "Management's Discussion and Analysis of Financial Condition and Results of Operations"), constitute forward-
looking statements. BUC holders and others should understand that these forward looking statements are subject to numerous risks and
uncertainties and a number of factors could affect the future results of the Partnership. These factors include but are not limited to general
economic and business conditions such as the availability and credit worthiness of prospective tenants, lease rents, operating expenses, the
terms and availability of financing for properties financed by the tax-exempt mortgage revenue bonds owned by the Partnership, adverse
changes in the real estate markets from governmental or legislative forces, lack of availability and credit worthiness of counter parties to
finance future acquisitions and interest rate fluctuations. The inherent uncertainty of these factors could cause those results to differ materially
from those expressed in the forward looking statements contained herein.



Item 3. Quantitative and Qualitative Disclosures About Market Risk

The Partnership's primary market risk exposures are interest rate risk and credit risk. The Partnership's exposure to market risks relates
primarily to its investments in tax-exempt mortgage revenue bonds and its debt financing.

Interest Rate Risk

Interest rates are highly sensitive to many factors, including governmental, monetary and tax policies, domestic and international economic and
political considerations and other factors beyond the Partnership's control. The nature of the Partnership's investment in the tax-exempt
mortgage revenue bonds and the debt financing used to finance the acquisitions expose the Partnership to financial risk due to fluctuations in
market interest rates. The tax-exempt mortgage revenue bonds bear base interest at fixed rates. However, these bonds may additionally pay
contingent interest which fluctuates based upon the cash flows of the underlying property. Low interest rates for single-family mortgages
reduces the demand for apartments and, therefore, can reduce the cash flows generated by the properties underlying the Partnership's tax-
exempt bonds.

On the other hand, lower interest rates reduce the Partnership's borrowing costs on its variable rate debt financing. At September 30, 2003, the
Partnership had total variable-rate debt financing with a principal amount of $67,580,000. The weighted average interest rate of the variable-
rate financing was 1.91%, including fees, for the nine months ended September 30, 2003.

The stated maturity dates of the Partnership's debt financing are as follows:

Stated

M atunty Amount

2003 § -
2004 17,035,000

2005 -

2004 -
2007 and thereafter 50,545,000
§ 67,580,000

The Partnership is managing its interest rate risk on its debt financing by entering into interest rate cap agreements that cap the amount of
interest expense it could pay on its floating rate debt financing as follows:

Principal of Effective Ilaturity Purchase
Diate Purchased Diebt Financing  Capped Rate (3} Date Frice Counterpart v
Tuly 1, 2002 $20,000,000 3.90%, Tuly 1, 2006 $425,000  Bear Steamns Financial Products Ine.
Howverber 1, 2002 $10,000,000 390% (1) Nowvemberl, 2007 $250,000  Bankof Amerira
February 1, 2003 $135,000,000 440% {2) Javmary 1,2010 $608,000  Bankof Lmerica

{1} the counterparty has the right to convert the cap into a fived rate swap with an effectie
fized interest rate to the Partnership of 3 5%,

{2) the counterparty has the right to conwvert the cap into a fived rate swap with an effectie
fized interest rate to the Partnership of 3 83%.

{37 the effective capped rate represents the cap on the floating rate index plus the associated fees.

Credit Risk

The Partnership's primary credit risk is the risk of default on its portfolio of tax-exempt mortgage revenue bonds and taxable loans
collateralized by the multifamily properties. The tax-exempt mortgage revenue bonds are not direct obligations of the governmental authorities
that issued the bonds and are not guaranteed by such authorities or any insurer or other party. In addition, the mortgage bonds and the
associated taxable loans are non-recourse obligations of the property owner. As a result, the sole source of principal and interest payments
(including both base and contingent interest) on the tax-exempt mortgage revenue bonds and the taxable loans is the net rental revenues
generated by these properties or the net proceeds from the sale of these properties.



If a property is unable to sustain net rental revenues at a level necessary to pay current debt service obligations on the Partnership's tax-exempt
mortgage revenue bond or taxable loan on such property, a default may occur. A property's ability to generate net rental income is subject to a
wide variety of factors, including rental and occupancy rates of the property and the level of operating expenses. Occupancy rates and rents are
directly affected by the supply of, and demand for, apartments in the market areas in which a property is located. This, in turn, is affected by
several factors such as local or national economic conditions, the amount of new apartment construction and on 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.

Defaults on the Partnership's tax-exempt mortgage revenue bonds and taxable loans may reduce the amount of future cash available for
distribution to BUC holders. In addition, if a property's net rental income declines, it may affect the market value of the property. If the market
value of a property deteriorates, the amount of net proceeds from the ultimate sale or refinancing of the property may be insufficient to repay
the entire principal balance of the tax-exempt mortgage revenue bond or taxable loan secured by the property.

In the event of a default on a tax-exempt mortgage revenue bond or taxable loan, the Partnership will have the right to foreclose on the
mortgage or deed of trust securing the property. If the Partnership takes ownership of the property securing a defaulted tax-exempt mortgage
revenue bond, it will be entitled to all net rental revenues generated by the property. However, such amounts will no longer represent tax-
exempt interest to the Partnership.

The Partnership's primary method of managing the credit risks associated with its tax-exempt mortgage revenue bonds and taxable loans is to
perform a complete due diligence and underwriting process of the properties securing these mortgage bonds and loans and to carefully monitor
the performance of such property on a continuous basis.

The Partnership is also exposed to a credit risk with respect to its debt financing. All of the Partnership's debt financing has been obtained using
securitizations issued through the Merrill Lynch P-Float program. In this program, the senior interests sold are credit enhanced by Merrill
Lynch or its affiliate. The inability of Merrill Lynch or its affiliate to perform under the program or impairment of the credit enhancement may
terminate the transaction and cause the Partnership to lose the net interest income earned as a result. The Partnership recognizes the
concentration of financing with this institution and periodically monitors its ability to continue to perform. In addition, the Partnership's interest
rate cap agreements are with two other counterparties. The $20 million rate cap agreement is with Bear Stearns and the $10 million and $15
million rate cap agreements are with Bank of America.

As the above information incorporates only those material positions or exposures that existed as of September 30, 2003, it does not consider
those exposures or positions that could arise after that date. The Partnership's ultimate economic impact with respect to market risks will
depend on the exposures that arise during the period, the Partnership's risk mitigating strategies at that time and overall business and economic
environment.

Item 4. Controls and Procedures

(a) Evaluation of disclosure controls and procedures. The Principal Executive Officer and Principal Financial Officer of America First have
reviewed and evaluated the effectiveness of the Partnership's disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(¢)
and 15d-15(e)) as of the end of the period covered by this quarterly report. Based on that evaluation, the Principal Executive Officer and the
Principal Financial Officer of America First 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 a timely basis.

(b) Changes in internal controls. There were no changes in the Partnership's internal controls over financial reporting that occurred during the
fiscal quarter covered by this report that have materially affected, or is reasonably likely to affect, the Partnership's internal controls over
financial reporting.

Part II. Other Information

Item 6. Exhibits and Reports on Form 8-K

(a) Exhibits

The following documents are filed as part 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
reference to Form S-11 Registration Statement filed August 30, 1985, with the Securities and Exchange Commission
by America First Tax Exempt Mortgage Fund Limited Partnership (Commission File No. 2-99997)).

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

4(b) Agreement of Limited Partnership of the Partnership (incorporated by reference to Form 10-K dated December
31, 1998 filed pursuant to Section 13 or 15(d) of the Securities Act of 1934 by America First Tax Exempt Investors,
L.P. (Commission File No. 000-24843)).

4(c) Amended Agreement of Merger, dated June 12, 1998, between the Partnership and America First Tax Exempt
Mortgage Fund Limited Partnership (incorporated by reference to Exhibit 4.3 to Amendment No. 3 to Registration
Statement on Form S-4 (Commission File No. 333-50513) filed by the Partnership on September 14, 1998).

10(a) Contract and Agreement dated July 1, 2002 between America First Tax Exempt Investors, L.P. and Bear Stearns
Financial Products, Inc., to confirm the terms of the interest rate cap transaction between the parties (incorporated by
reference to Exhibit 10.1 to Form 10-Q dated June 30, 2002 filed pursuant to Section 13 or 15(d) of the Securities Act
of 1934 by America First Tax Exempt Investors, L.P. (Commission File No. 0-24843)).

10(b) Contract and Agreement dated November 1, 2002 between America First Tax Exempt Investors, L.P. and Bank
of America, N.A., to confirm the terms of the interest rate cap transaction between the parties (incorporated by
reference to Exhibit 10.2 to Form 10-K dated December 31, 2002 filed pursuant to Section 13 or 15(d) of the
Securities Act of 1934 by America First Tax Exempt Investors, L.P. (Commission File No. 000-24843)).

10(c) Contract and Agreement dated January 15, 2003 between America First Tax Exempt Investors, L.P. and Bank of
America, N.A., to confirm the terms of the interest rate cap transaction between the parties (incorporated by reference
to Exhibit 10.3 to Form 10-K dated December 31, 2002 filed pursuant to Section 13 or 15(d) of the Securities Act of
1934 by America First Tax Exempt Investors, L.P. (Commission File No. 000-24843)).

31 (a) Certification of CEO pursuant to Section 302 of the Sarbanes Oxley Act of 2002.

31 (b) Certification of CFO pursuant to Section 302 of the Sarbanes Oxley Act of 2002.

32 (a) Certification of CEO pursuant to Section 906 of the Sarbanes Oxley Act of 2002.

32 (b) Certification of CFO pursuant to Section 906 of the Sarbanes Oxley Act of 2002.

(b) Reports on Form 8-K

The Partnership did not file any reports on Form 8-K during the quarter for which this report is filed.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Partnership has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

AMERICA FIRST TAX EXEMPT INVESTORS, L.P.

By America First Capital
Associates Limited

Partnership Two, General
Partner of the Partnership

By America First Companies L.L.C.,
General Partner of



America First Capital
Associates Limited
Partnership Two

By /s/ Lisa Y. Roskens
Chief Executive Officer

Date: November 7, 2003

(Principal Executive Officer)



Exhibit 31

CERTIFICATION

I, Lisa Y. Roskens, certify that:



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

2. Based on my knowledge, this quarterly 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; and

3. 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 Partnership as of, and for, the periods represented in this report.

4. The Partnership's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Partnership 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 Partnership, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this quarterly report is being prepared;

b) Evaluated the effectiveness of the Partnership'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

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

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

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 Partnership'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 role in the
Partnership's internal control over financial reporting

Date: August November 76, 2003

By /s/ Lisa Y. Roskens
Lisa Y. Roskens
Chief Executive Officer

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

CERTIFICATION

I, Mark A. Hiatt, certify that:

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

2. Based on my knowledge, this quarterly 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; and

3. 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 Partnership as of, and for, the periods represented in this report.

4. The Partnership's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Partnership 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 Partnership, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this quarterly report is being prepared;

b) Evaluated the effectiveness of the Partnership'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

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

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

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 Partnership'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 role in the
Partnership's internal control over financial reporting

Date: August 6November 7, 2003

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

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



Exhibit 32

CERTIFICATION
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF
THE SARBANES-OXLEY ACT OF 2002
In connection with the accompanying Quarterly Report on Form 10-Q (the "Report") of America First Tax Exempt Investors, L.P. (the

"Partnership") for the quarter ended June September 30, 2003, I, Lisa Y. Roskens, Chief Executive Officer of the general partner of the

Partnership, hereby certify pursuant to 18 U.S.C. Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to my
knowledge, that:

(1) The Report fully complies with the requirements of Section 13(a) or15(d) of the Securities Exchange Act of 1934; and

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

/s/ Lisa Y. Roskens

Lisa Y. Roskens



Chief Executive Officer
August 6November 7, 2003

A signed original of this written 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.

CERTIFICATION
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF
THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly Report on Form 10-Q (the "Report") of America First Tax Exempt Investors, L.P. (the
"Partnership") for the quarter ended June September 30, 2003, I, Mark A. Hiatt, Chief Financial Officer of the general partner of the
Partnership, hereby certify pursuant to 18 U.S.C. Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to my
knowledge, that:

(1) The Report fully complies with the requirements of Section 13(a) or15(d) of the Securities Exchange Act of 1934; and

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

/s/ Mark A. Hiatt

Mark A. Hiatt

Chief Financial Officer
August November 67, 2003

A signed original of this written 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.



