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UNIPROP MANUFACTURED HOUSING COMMUNITIES INCOME FUND

A MICHIGAN LIMITED PARTNERSHIP

BALANCE SHEETS

ASSETS

Properties:
Land
Buildings and Improvements
Furniture and Fixtures

Less Accumulated Depreciation

Cash And Cash Equivalents
Other Assets
Assets of Discontinued Operations

Total Assets

LIABILITIES and PARTNERS' DEFICIT

Note Payable-Bank

Accounts Payable

Other Liabilities

Mortgage Payable

Liabilities of Discontinued Operations

Total Liabilities

Partners' Equity (Deficit) :
General Partner
Class A Limited Partners
Class B Limited Partners

Total Partners' Deficit

Total Liabilities And
Partners' Deficit

June 30, 2008
(Unaudited)

$724,087
4,806,009
55,833
5,585,929

(2,761.,895)
2,824,034

0
28,675
14,280,333

$17,133,042
June 30, 2008
(Unaudited)

$475,000

16,903

129,668

37,127,106

806,910

$38,555,587
(7,595,883)

(14,461,959)
635,297

(21,422 ,545)

$17,133,042

See Notes to Financial Statements

December 31, 2007

$724,087
4,806,009
55,833
5,585,929

(2.678.874)
2,907,055

0
11,911
14,077,368

$16,996,334

December 31, 2007

$475,000
18,580
63,616
36,410,872
490,543

$37,458,611
(7,403,829)
(13,884,720)

826,272

(20,462,277)

$16,996,334



UNIPROP MANUFACTURED HOUSING COMMUNITIES INCOME FUND |

A MICHIGAN LIMITED PARTNERSHIP

STATEMENTS OF OPERATIONS
(unaudited)

Income:
Rental Income
Other

Total Income

Operating Expenses:
Administrative Expenses
(Including $81,686, $130,588, $40,164 and $57,407, in Property
Management Fees Paid to an Affiliate for the Six and Three
Month Period ended June 30, 2008 and 2007 Respectively)
Property Taxes
Utilities
Property Operations
Depreciation
Interest

Total Operating Expenses

Loss from Continued Operations
Loss from Discontinued Operations
Net Loss

Loss Per Unit:
Continuing Operations Class A
Continuing Operations Class B
Discontinued Operations Class A
Discontinued Operations Class B

Distribution Per Limited Partnership Unit
Class A
Class B

Weighted Average Number Of Limited
Partnership Units Outstanding
Class A
Class B

STATEMENT OF PARTNERS' EQUITY (DEFICIT) (Unaudited)

Total
Balance as of December 31, 2007 ($20,462,277)
Net Loss (960,268)
Distributions 0
Balance as of June 30, 2008 (21,422,545)

See Notes to Financial Statements
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SIX MONTHS ENDED

June 30, 2008

June 30, 2007

THREE MONTHS ENDED

June 30,2008

$267,460
28,340

$295,800

83,021
104,137

$402,897
($107,097)
($853,171)
($960,268)
(3.93)
(0.64)

(24.60)
(18.91)

0.00
0.00

20,230
9,770

General Partner

($7,403,829)
(192,054)

0
(7,595,883

$308,642 $130,653
27,843 9,730
$336,485 $140,383
111,799 47,139
76,752 38,187
24,074 10,819
57,889 10,940
86,820 40,194
153,659 46,882
$510,993 $194,161
($174,508) ($53,778)
($1,776,006) (382,584)
($1,950,514) ($436,362)
(5.77) (1.90)
(2.34) (0.31)
(54.18) (11.18)
(33.25) (8.33)
0.00 0.00

0.00 0.00
20,230 20,230
9,770 9,770

Class A Limited

($13,884,720)
(577,239)

Q
(14,461,959)

Class B Limited

$826,272
(190,975)

9
635,297

June 30, 2007

$149,518
13,810

$163,328

70,400

$237,465
($74.137)
(884,894)
($959.031)
(2.53)
(0.83)

(26.94)
(16.68)

0.00
0.00

20,230
9,770



UNIPROP MANUFACTURED HOUSING COMMUNITIES INCOME FUND
A MICHIGAN LIMITED PARTNERSHIP

STATEMENTS OF CASH FLOWS
(Unaudited)
THREE MONTHS ENDED

June 30,2008 June 30, 2007
Cash Flows From Operating Activities:
Net Loss ($960,268) ($1,950,514)
Adjustments To Reconcile Net Loss
To Net Cash Used In
Operating Activities:
Depreciation 83,021 471,826
Amortization 144,306 144,306
Decrease in Security Deposit Escrow 14,400 150,158
Increase In Other Assets (432,415) (180,263)
Increase (Decrease) In Accounts Payable 24,749 (100,475)
Increase In Other Liabilities 355,648 301,673
Total Adjustments: 189,709 787,225
Net Cash Used In Operating Activities (770,559) (1,163,289)
Cash Flows Used In Investing Activities:
Capital Expenditures 0 (17,765)
Cash Flows From Financing Activities:
Net Payments on Line of Credit 0 (75,000)
Distributions To Partners 0 (157,125)
Proceeds from Mortgage Payable 716,234 1,087,783
Net Cash Provided by Financing Activities 716,234 855,658
Decrease In Cash and Equivalents (54,325) (325,396)
Cash and Equivalents, Beginning 125,537 657,371
Cash and Equivalents, Ending (1) $71,212 $331,975

(1) Includes cash and cash equivalents of $71,212 and $331,975 classified in assets of discontinued operations.

See Notes to Financial Statements
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UNIPROP MANUFACTURED HOUSING COMMUNITIES INCOME FUND,
A MICHIGAN LIMITED PARTNERSHIP

NOTES TO FINANCIAL STATEMENTS
June 30, 2008 (Unaudited)

1. Basis of Presentation:

The accompanying unaudited 2008 financial statements have been prepared in accordance
with generally accepted accounting principles for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not
include all of the information and footnotes required by generally accepted accounting
principles for complete financial statements. In the opinion of management, all adjustments
(consisting of normal recurring accruals) considered necessary for a fair presentation have
been included. The balance sheet at December 31, 2007 has been derived from the
audited financial statements at that date. Operating results for the six months ended June
30, 2008 are not necessarily indicative of the results that may be expected for the year
ending December 31, 2008, or for any other interim period. For further information, refer to
the consolidated financial statements and footnotes thereto included in the Partnership’s
Form 10-K for the year ended December 31, 2007.

2. Recent Accounting Pronouncements:

In September 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS
No. 157, Fair Value Measurements, which defines fair value and establishes a
framework for measuring fair value in generally accepted accounting principles, and
expands disclosure requirements about fair value measurements. In February 2008, the
FASB issued Staff Position SFAS No. 157-2 (“FSP”) which delays the effective date of
SFAS No. 157 for one year for non financial assets and non financial liabilities, except
items that are recognized or disclosed at fair value in the financial statements on a
recurring basis. The FSP defers the effective date of SFAS No. 157 to fiscal years
beginning after November 15, 2008, and for interim periods within those fiscal years.
The Partnership adopted SFAS No. 157 for financial assets and liabilities on January 1,
2008. It did not have any impact on its results of operations or financial position and did
not result in any additional disclosures. The Partnership is in the process of evaluating
the effect, if any, the adoption of FSP No. 157-2 will have on its financial statements.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial
Assets and Financial Liabilities, which permits companies to make a one-time election
to carry eligible types of financial assets and liabilities at fair value, even if measurement
is not required by GAAP. The statement is effective for fiscal years beginning after
November 15, 2007. The Partnership adopted SFAS No. 159 on January 1, 2008,
resulting in no impact on its financial statements.

In March 2008, the FASB issued SFAS No. 161, Disclosure about Derivative
Instruments and Hedging Activities — An Amendment to FASB Statement No. 133.



SFAS No. 161 requires enhanced disclosures about an entity’s derivative and hedging
activities. SFAS No. 161 will be effective for financial statements issued for fiscal years
beginning after November 15, 2008. The Partnership does not expect SFAS No. 161 will
have a material impact on its financial statements.

In May 2008, the FASB issued SFAS No. 162, The Hierarchy of Generally Accepted
Accounting Principles”. SFAS No. 162 identifies the sources of accounting principles
and the framework for selecting the principles used in the preparation of financial
statements of nongovernmental entities that are presented in conformity with generally
accepted accounting principles (the GAAP hierarchy). SFAS No. 162 will become
effective 60 days following the SEC’s approval of the Public Company Accounting
Oversight Board amendments to AICPA Professional Standards AU Section 411, The
Meaning of Present Fairly in Conformity With Generally Accepted Accounting Principles.
The adoption of SFAS No. 162 is not expected to have a material impact on the
Partnership’s financial statements.

3. Mortgage Payable:

On August 11, 2006, the Partnership refinanced its existing mortgage note payable and
executed a new mortgage payable in the amount of $34,468,750 secured by the four
properties of the Partnership. The mortgage note payable provides for future advances of
$3,031,250, of which $2,658,356 has been advanced as of June 30, 2008. The note is
payable in monthly installments of interest only through August 2010, at which time all
outstanding principle balance is due. Interest on this note is accrued at a variable rate of
2.25% in excess of one month LIBOR, which was 4.70% as of June 30, 2008, and the
balance on the note was $37,127,106.

4. Discontinued Operations and Asset Held for Sale:

As described in Form 8-K dated November 2, 2007, the Aztec Estates property was
approved for rezoning and listed for sale with Cushman and Wakefield. At this time, the
Partnership continues to field offers on the property although none have been accepted
to date. The Partnership continues to seek offers that will maximize the value of the
Aztec property.

In response to the declining values of Florida real estate in general and the Aztec
property in particular, the General Partner announced in Form 8-K dated January 16,
2008, that the remaining three manufactured housing communities, Old Dutch Farms,
Kings Manor, and Park of the Four Seasons will also be offered for sale. This action is
deemed necessary to comply with the future requirements of the mortgage lender.

During the first quarter all four properties were listed for sale with Cushman and
Wakefield. The Partnership received acceptable offers from a qualified buyer for the
Kings Manor and Park of Four Seasons communities. As described in Form 8-K dated
May 16, 2008, a Contract for Sale and Purchase Agreement was entered into with a
private buyer for the purchase of both the Kings Manor and Park of Four Seasons
communities. On July 11, 2008, the buyer closed on a purchase price of $23,741,572



less closing costs of $946,000 for a net proceeds amount of $22,795,572, all of which
was used to retire debt. The Partnership estimates a gain on the sale of approximately
$17,480,300. At this time, no acceptable offers have been received for the purchase of
either Aztec Estates or Old Dutch Farms.

The Partnership classified the Aztec Estates, Kings Manor and Park of Four Seasons
communities and their associated financial results as “discontinued operations” in the
accompanying financial statements.

The carrying amounts of the major classes of assets and liabilities of discontinued
operations as of June 30, 2008, were as follows:

Property and equipment, net $12,697,159
Other assets 1,583,174
Total Assets of Discontinued Oeerations $14,280,333
Accounts payable $ 209,849
Other liabilities 597,061
Total Liabilities of Discontinued Operations $ 806,910

The carrying amounts of the major classes of assets and liabilities of discontinued
operations as of December 31, 2007, were as follows:

Property and equipment, net $12,697,159
Other assets 1,380,209
Total Assets of Discontinued Oeerations $14,077,368
Accounts payable $ 183,078
Other liabilities 307,465
Total Liabilities of Discontinued Operations $ 490,543

The major classes of revenue and expenses of discontinued operations for the six months
ended June 30, 2008 and 2007 were as follows:

Six Months Ended June 30, 2008 2007
Rental income $1,316,102 $2,036,178
Other Income 21,945 253,315
Administrative expenses (412,359) (766,605)
Property tax expense (463,110) (467,532)
Utilities expense (123,581) (182,438)
Property operations (114,773) (844,460)
Depreciation expense - (385,006)
Interest expense (1,077,395) (1,419,458)

(Loss) From
Discontinued Operations (853,171) (1,776,006)



5. Management’s Plans:

The accompanying financial statements have been prepared on a going concern basis,
which contemplates the realization of assets and the settlement of liabilities in the
normal course of business and continuation of the Partnership as a going concern.
Liguidation values may be substantially different from carrying values as shown on the
financial statements and these financial statements do not give effect to adjustments, if
any, that would be necessary to the carrying values and classification of assets and
liabilities should the Partnership be unable to continue as a going concern.

For the six months ended June 30, 2008, the Partnership incurred a net loss of $960,268.
As of June 30, 2008, the Partnership had an accumulated deficit of $21,422,545 and
insufficient cash on hand to meet its expected liquidity requirements after the next three
to five months. These factors raise substantial doubt as to the Partnership’s ability to
continue as a going concern. Management'’s strategy is to have the Partnership remain
as a going concern until all properties are sold.

The Partnership will deplete its liquid resources during the third or fourth quarter of fiscal
2008. The successful sale of the Kings Manor and Park of Four Seasons communities
on July 11, 2008, generated net proceeds in the amount of $22,795,572, all of which was
used to pay down the mortgage debt. Management is currently renegotiating the terms of
the mortgage with the lender until the remaining properties can be sold. However, there
can be no assurance that management will be able to sell these properties. Management
is uncertain that the Partnership can raise additional capital and as such can provide no
assurance. Inthe event that management is unable to raise additional capital from the
sales of these properties, the Partnership may be forced to curtail or cease operations.

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

Recent Accounting Pronouncements

In September 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS
No. 157, Fair Value Measurements, which defines fair value and establishes a
framework for measuring fair value in generally accepted accounting principles, and
expands disclosure requirements about fair value measurements. In February 2008, the
FASB issued Staff Position SFAS No. 157-2 (“FSP”) which delays the effective date of
SFAS No. 157 for one year for non financial assets and non financial liabilities, except
items that are recognized or disclosed at fair value in the financial statements on a
recurring basis. The FSP defers the effective date of SFAS No. 157 to fiscal years
beginning after November 15, 2008, and for interim periods within those fiscal years.
The Partnership adopted SFAS No. 157 for financial assets and liabilities on January 1,
2008. It did not have any impact on its results of operations or financial position and did



not result in any additional disclosures. The Partnership is in the process of evaluating
the effect, if any, the adoption of FSP No. 157-2 will have on its financial statements.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial
Assets and Financial Liabilities, which permits companies to make a one-time election
to carry eligible types of financial assets and liabilities at fair value, even if measurement
is not required by GAAP. The statement is effective for fiscal years beginning after
November 15, 2007. The Partnership adopted SFAS No. 159 on January 1, 2008,
resulting in no impact on its financial statements.

In March 2008, the FASB issued SFAS No. 161, Disclosure about Derivative
Instruments and Hedging Activities — An Amendment to FASB Statement No. 133.
SFAS No. 161 requires enhanced disclosures about an entity’s derivative and hedging
activities. SFAS No. 161 will be effective for financial statements issued for fiscal years
beginning after November 15, 2008. The Partnership does not expect SFAS No. 161 will
have a material impact on its financial statements.

In May 2008, the FASB issued SFAS No. 162, The Hierarchy of Generally Accepted
Accounting Principles”. SFAS No. 162 identifies the sources of accounting principles
and the framework for selecting the principles used in the preparation of financial
statements of nongovernmental entities that are presented in conformity with generally
accepted accounting principles (the GAAP hierarchy). SFAS No. 162 will become
effective 60 days following the SEC’s approval of the Public Company Accounting
Oversight Board amendments to AICPA Professional Standards AU Section 411, The
Meaning of Present Fairly in Conformity With Generally Accepted Accounting Principles.
The adoption of SFAS No. 162 is not expected to have a material impact on the
Partnership’s financial statements.

Capital Resources

The Partnership's capital resources consist primarily of its three manufactured housing
communities and Aztec Estates. On March 25, 1997 the Partnership borrowed
$33,500,000 from Nomura Asset Capital Corporation (the “Financing”). It secured the
Financing by placing liens on its four communities. As a result of the Financing, the
Partnership distributed $30,000,000 to the Limited Partners, which represented a full
return of the original capital contributions of $1,000 per unit. As part of the refinancing
which occurred on August 11, 2006, this note has been defeased, which required the
Partnership to establish an irrevocable defeasance trust through a successor borrower,
by placing risk free treasury bills into the trust to fund this mortgage. This mortgage was
fully paid off by the successor borrower from funds in the irrevocable defeasance trust
on January 11, 2007.

On August 11, 2006, the Partnership refinanced its existing mortgage note payable and
executed a new mortgage payable in the amount of $34,468,750 secured by the four
properties of the Partnership. The mortgage note payable provides for future advances of
$3,031,250, of which $2,658,356 has been advanced as of June 30, 2008. The note is
payable in monthly installments of interest only through August 2010, at which time all
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outstanding principal is due. Interest on this note is accrued at a variable rate of 2.25% in
excess of one month LIBOR, which was 4.70% as of June 30, 2008, and the balance on
the note was $37,127,106. The maturity date on the loan is August 11, 2010 and the
Partnership is currently in discussion with the lender to renegotiate the terms of this loan.

To reduce a portion of the risk relating to the variable interest rate, the Partnership has
entered into an interest rate cap with a bank. The notional amount of the interest rate
cap is $34,000,000. The strike rate is 7% based on the One month LIBOR index. The
interest rate cap expires on September 1, 2008. The accounting for this agreement
does not qualify for hedge accounting in accordance with the provisions of Financial
Accounting Standards Board (“SFAS”) No. 133 Accounting for Derivative Instruments
and Hedging Activities, thus, the change in fair value of the contract flows through the
Statements of Operations. At June 30, 2008, the fair value of the contract was not
material to the financial statements taken as a whole.

The Partnership incurred $1,154,449 in financing costs as a result of the refinancing
which will be amortized over the remaining life of the loan.

Liquidity

The Partnership’s long-term liquidity is based, in part, upon its investment strategy. The
properties owned by the Partnership were anticipated to be held for seven to ten years
after their acquisition. All of the properties have been owned by the Partnership more
than ten years. The General Partner may elect to have the Partnership own the
properties for as long as, in the opinion of the General Partner, it is in the best interest
of the Partnership to do so. All four properties are now being actively marketed for sale.
As of June 30, 2008, the Partnership’s cash balance amounted to $71,212. The level of
cash balance maintained is at the discretion of the General Partner.

The Partnership currently holds a term loan with a bank in the original principal amount
of $750,000 that matures in October 2010. The note is payable in monthly installments
of $12,500 plus interest at a variable rate of 1.80% in excess of the one month LIBOR
rate; the Partnership’s interest rate at June 30, 2008 was 4.28%. This term loan was
undertaken for the cost of the sewer connection at Old Dutch Farms. As of June 30,
2008, the outstanding balance was $475,000.

Beginning with the October, 2007 payment, National City Bank agreed to defer the principal
portion of the monthly payment as a result of Management’s efforts to conserve cash. The
deferred principal payments will be due in October 2010. No additional interest charges
were incurred as a result of the principal payment deferral. This deferral was achieved by
having a principal of the General Partner personally guarantee the note, receiving no
compensation for the guaranty.

The partnership agreement provides for a quarterly Partnership Management Distribution to
be made to the General Partner. For the quarter ended June 30, 2008, the Partnership
Management Distribution was calculated to be $132,500, or one-fourth of 1.0% of the most
recent appraised value of the properties held by the Partnership ($53,000,000 x ¥ %=
$132,500). The payment of this distribution has been suspended to maintain cash flow.
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The General Partner has continued to suspend payment of the Incentive Management
Distribution during this quarter.

In an effort to maintain cash reserves, the Partnership is carefully monitoring cash flow, and
has taken measures to reduce certain expenditures. As mentioned previously, the HLC
portfolio was sold, the term note with National City Bank was renegotiated and where
possible, administrative and property operations expenses have been reduced.

Results of Operations

Overall, as illustrated in the tables below, the three operating properties had a combined
average occupancy of 47% at the end of June 2008, versus 58% a year ago. The average
monthly rent in June 2008 was approximately $494; compared to $490 average monthly
rent in June 2007 (average rent not a weighted average).

Aztec Estates
Kings Manor
Old Dutch Farms

Park of the Four Seasons

Total on 6/30/08:
Total on 6/30/07:

Total Occupied Occupancy
Capacity Sites Rate
0 0 0%
314 158 50
293 102 35
572 321 56
1,179 581 47%
1,179 687 58%

*Not a weighted average

Average*
Rent

$ 0
565
450
468

$494
$490

Old Dutch Farms

Other Expenses

Interest Expense

Depreciation

Continuing Operations

Discontinued Operations

Partnership Management

TOTAL:

GROSS REVENUE NET OPERATING INCOME GROSS REVENUE NET OPERATING INCOME
Three months ended AND NET INCOME (LOSS) Six months ended AND NET INCOME (LOSS)
Three months ended Six months ended
06/30/08 06/30/07 06/30/08 06/30/07 06/30/08 06/30/07 06/30/08 06/30/07
$140,383 $163,328 $ 36,396 $ 46,639 $ 295,800 $ 336,485 $ 83,716 $ 104,213
(3,098) (7,346) (3,655) (38,242)
(46,882) (70,400) (104,137) (153,659)
(40,194) (43,030) (83,021) (86,820)
140,383 163,328 (53,778) (74,137) 295,800 336,485 (107,097) (174,508)
662,896 990,564 (317,688) (768,142) 1,337,924 2,284,366 (686,899) (1,557,832)
4 1,610 (66,928) (116,752) 123 5,127 (166,272) (218,174)
$ 803,283 $1,155,502 | ($438,394) ($959,031) | $1,633,847 $2,625,978 | ($960,268) ($1,950,514)
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Net Operating Income (“NOI”) is a non-GAAP financial measure equal to net income, the
most comparable GAAP financial measure, plus depreciation, interest expense, partnership
management expense, and other expenses. The Partnership believes that NOI is useful to
investors and the Partnership’s management as an indication of the Partnership’s ability to
service debt and pay cash distributions. NOI presented by the Partnership may not be
comparable to NOI reported by other companies that define NOI differently, and should not
be considered as an alternative to net income as an indication of performance or to cash
flows as a measure of liquidity or ability to make distributions.

Comparison of Three months Ended June 30, 2008 to Three months Ended June 30, 2007

Gross revenues from continuing operations decreased $22,945 to $140,383 in 2008, as
compared to $163,328 in 2007. The decrease was due to decrease in occupancy at the
Old Dutch Farms property due to economic conditions in southeastern Michigan. (See table
on previous page)

As described in the Statements of Operations, total operating expenses from continuing
operations were $43,304 lower, moving from $237,465 in 2007 to $194,161 in 2008. The
decreases were mainly due to lower occupancy and management’s efforts to reduce
administrative expenses, utility costs and other operating expenses within the Partnership’s
control.

As a result of the aforementioned factors, the Partnership had a loss from continuing
operations of $53,778 for the second quarter of 2008 compared to a net loss of $74,137 for
the same quarter of the prior year.

Discontinued Operations

Gross revenues from discontinued operations decreased $327,668 to $662,896 in 2008 as
compared to $990,564 in 2007. The decrease was mainly due to the redevelopment of the
Aztec Estates property as a mixed-use residential development, and decreasing occupancy
levels at the Kings Manor and Park of Four Seasons properties.

Total operating expenses from discontinued operations were $829,552 lower, moving from
$1,877,068 in 2007 to $1,047,516 in 2008. The decreases were mainly due to the closure
of Aztec Estates, lower occupancy and management’s efforts to reduce administrative
expenses, utility costs and other operating expenses within the Partnership’s control.

As a result of the aforementioned factors, the Partnership had a loss from discontinued
operations of $384,616 for the second quarter of 2008, compared to a loss from
discontinued operations of $884,894 for the same quarter in 2007.

Comparison of Six months Ended June 30, 2008 to Six months Ended June 30, 2007
Gross revenues from continuing operations decreased $40,685 to $295,800 in 2008, as
compared to $336,485 in 2007. The decrease was mainly due to decrease in occupancy at

the Old Dutch Farms property due to economic conditions in southeastern Michigan. (See
table on previous page)
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As described in the Statements of Operations, total operating expenses from continuing
operations were $108,096 lower, moving from $510,993 in 2007 to $402,897 in 2008. The
decreases were mainly due to lower occupancy and management’s efforts to reduce
administrative expenses, utility costs and other operating expenses within the Partnership’s
control.

As a result of the aforementioned factors, the Partnership had a loss from continuing
operations of $107,097 for the first six months of 2008 compared to a loss from continuing
operations of $174,508 for the same period of the prior year.

Discontinued Operations

Gross revenues from discontinued operations decreased $946,442 to $1,337,924 in 2008
as compared to $2,284,366 in 2007. The decrease was mainly due to the redevelopment
of the Aztec Estates property as a mixed-use residential development, and decreasing
occupancy levels at the Kings Manor and Park of Four Seasons properties.

Total operating expenses from discontinued operations were $1,874,281 lower, moving
from $4,065,499 in 2007 to $2,191,218 in 2008. The decreases were mainly due to the
closure of Aztec Estates, lower occupancy and management's efforts to reduce
administrative expenses, utility costs and other operating expenses within the Partnership’s
control.

As a result of the aforementioned factors, the Partnership had a loss from discontinued
operations of $853,171 for the first six months of 2008, compared to a loss from
discontinued operations of $1,776,006 for the same period in 2007.

Off Balance Sheet Arrangements

The Partnership has no off-balance sheet arrangements that have or are reasonably likely
to have a current or future effect on the Partnership’s financial condition, changes in
financial condition, revenues or expenses, results of operations, liquidity, capital
expenditures or capital resources that is material to its investors.

ITEM 3.
QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

The Partnership is exposed to interest rate rise primarily through its borrowing activities.
There is inherent roll over risk for borrowings as they mature and are renewed at current
market rates. The extent of this risk is not quantifiable or predictable because of the
variability of future interest rates and the Partnership’s future financing requirements.

In connection with the new mortgage debt, the Fund has entered into an interest rate cap
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with Fifth Third Bank to reduce a portion of the risk relating to the variable interest rate.
The notional amount of the interest rate cap is $34,000,000. The strike rate is 7% based
on the One Month LIBOR index. The interest rate cap expires on September 1, 2008.

Note Payable: The Partnership had a note payable in the amount of $37,500,000.
Interest is accrued at a variable rate of 2.25% in excess of One Month LIBOR, which was
4.70% as of June 30, 2008. The outstanding balance of this note at June 30, 2008, was
$37,127,106 and provides for future advances of $372,894. The availability of future
advances is expected to be exhausted within three to five months based on current cash
flow projections. As previously mentioned, the Partnership is currently in discussion with
the lender to renegotiate the terms of this loan as a result of the sale of the Kings Manor
and Park of Four Seasons properties.

Term-Note: The Partnership has obtained an unsecured term note with National City
Bank of the Midwest for $750,000, requiring monthly payments of $12,500 plus interest at
LIBOR plus 1.80% which was 4.28% at June 30, 2008 and is due on October 19, 2010.
The outstanding balance under this agreement was $475,000 at June 30, 2008.

Beginning with the October, 2007 payment, National City Bank agreed to defer the principal
portion of the monthly payment as a result of Management’s efforts to conserve cash. The
deferred principal payments will be due in October 2010.

No additional interest charges were incurred as a result of the principal payment deferral.
This deferral was achieved by having a principal of the General Partner personally
guarantee the note, receiving no compensation for the guaranty.

A 10% adverse change in interest rates on the portion of the Partnership’s debt bearing
interest at variable rates would result in an increase in interest expense of more than
$200,000. As part of the refinance, the Partnership negotiated a variable interest rate
which could expose the Partnership to higher interest expense if LIBOR were to increase
dramatically. As previously described, the Partnership has entered into an interest rate cap
to mitigate some of the variable rate interest exposure. Management does not expect it to
have any effect on interest expense, absent some unforeseen economic event which,
cannot be predicted.

The Partnership does not enter into financial instruments transactions for trading or other
speculative purposes or to manage its interest rate exposure, except for the interest rate
cap previously described.

ITEM 4.
CONTROLS AND PROCEDURES

As of the end of the period covered by this report, the Partnership carried out an evaluation,
under the supervision and with the participation of the Principal Executive Officer and the
Principal Financial Officer, of the effectiveness of the design and operation of our disclosure
controls and procedures pursuant to Exchange Act Rule 13a-15. Based upon, and as of
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the date of, this evaluation, the Principal Executive Officer and the Principal Financial
Officer concluded that our disclosure controls and procedures are effective to ensure that
information required to be disclosed in the quarterly report is recorded, processed,
summarized and reported as and when required.

There was no change in the Partnership’s internal controls over financial reporting that
occurred during the most recent completed quarter that has materially affected, or is
reasonably likely to materially affect, the Partnership’s internal control over financial
reporting.

PART Il - OTHER INFORMATION

ITEM 1.
LEGAL PROCEEDINGS
None.

ITEM 1A.
RISK FACTORS

FACTORS THAT MAY AFFECT FUTURE OPERATING RESULTS

The following risks and uncertainties could cause our business, financial condition or
results of operations to be materially adversely affected. Inthat case, we might not be able
to pay distributions on our Units, the net asset values of the Units could decline, and a Unit
holder might lose all or a portion of its investment.

1. The Partnership May Not be Able to Generate Sufficient Working Capital to
Fund its Operations. There can be no assurance that the Partnership will
generate sufficient working capital from operations to operate the business or to
fund distributions. Further, there can be no assurance that the Partnership will be
able to borrow additional funds on terms favorable to the Partnership, if at all, to
meet working capital needs or to make distributions to the Unit
holders.

2. Real Estate Appraisals. The Partnership appraises its properties annually.
Should the Partnership actually sell a property, the net cash proceeds from the sale
may or may not correspond to the appraised value. In t