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Summary

The fund declined by -8.57% in the first quarter of 2008. This compares with the NEX and ECO
indexes — our relevant benchmarks, which were-30.25% and -18.52% respectively, and the S&P 500
total net return index, which was -10.10%. The fund returns were moderated by private investments
whose prices did not move in lockstep with the decline, and provided an effective hedge to a steeply
negative market. In addition, the small capitalization portion of the portfolio, displayed resistance to
downward pressure in the larger market. Larger capitalization stocks in the renewable energy sector
sold off rapidly as short sellers came into the market and funds (and ETF’s) were sold to cover
redemptions. New Energy Fund (NEF) was also helped by value released with the timely reverse-IPO
of one of the fund’'s new positions.

Monthly returns are estimated, unaudited and net of both management and incentive fees. The S&P500 returns are total returns and include

dividends reinvested. Individual returns may differ from the overall return because the General Partner does not charge itself fees.
Macro Considerations
The first quarter of 2008 was impacted heavily by another wave of the subprime mortgage financial
crisis. The US faces declining domestic GDP, lower house prices, rising foreclosure rates, a declining
US dollar, record oil prices, and a confidence crisis. Having said that though, economists also say that
moderate interest rates, high levels of cash in certain quarters, relatively low inflation, booming exports,
and the still strong global GDP growth might imply that the correction has been overblown.

January was one of Wall Street’s worst opening months and it was the Nasdaq’'s worst January since
that market began operations in the 1970’s. It was the worst quarter ever for the FTSE 100 index in its
24 years and the worst first quarter for the Nikkei Dow since 1990. Hedge funds had their worst quarter
in 4 years. As demonstrated by the index performance above, the renewable energy sector declined
with even more volatility than the wider market as it corrected from its above-trend gains in 2007.

Despite all this negativity, however, growth in revenues in solar, wind and other renewables, continued,
apparently unaffected by events in the mortgage debt markets. These undervalued renewable energy
stocks presented an opportunity and the portfolio manager did his best to take advantage of them. The
solar sector, sold off steeply, resulting in attractive valuations and market-wide buy recommendations
from solar analysts. The oil price remained very high, and reached record levels during the first quarter
as it touched $111 per barrel on March 17th. Normally, if oil is strong, renewable energy stocks are
strong, but this quarter proved the exception because of the effect of the broader market sell-off. Any
stock with anticipated or actual poor earnings visibility was severely punished.

As if we needed a reminder of the vulnerability of the centralized grid electrical power system, on
March 5th, 300 miles of Florida experienced a blackout. With a view to switching to more reliable
sources of energy, Ontario in Canada has banned coal-fired power stations by 2014. It will also be the
first location in North America to institute a feed-in tariff designed to copy the German EEG law that
pays a high tariff to any provider of renewable electricity fed into the electrical grid.

Australia’s new prime minister, Kevin Rudd, has agreed to sign Kyoto and has also kicked off a target
of 20% renewable energy by 2020 with a AU$500 million fund. Australia is experiencing a severe
drought in common with Latin America and the Western US. They have started to use desalination
plants. Resistance to an installation in Perth evaporated once it was discovered that it could run on
wind power, as though renewable energy was never an option.



The state of Hawaii announced the most ambitious RPS (Renewable Portfolio Standard) target yet for
an American state of 70% renewable energy by 2030. Citibank, JP Morgan, and Morgan Stanley now
issue strict guidelines for investing in carbon-producing energy sources saying, “Investing in CO2-
emitting fossil-fuel electrical generation entails uncertain financial, regulatory, and environmental
liability risks.”

Sector and Portfolio Discussion — Clean Energy is Sc  aling Up

Biofuels

We are invested in biodiesel feedstocks such as algae (Global Green Solutions, GGRN ) and jatropha
(Flora Eco Power, ECO GY ), as well as cellulosic ethanol (Altra Biofuel- private ), which do not affect
arable land and thereby leave food prices untouched. Demand for ethanol has helped the corn price
reach $6 this month. This has sent ripples around the world resulting in food price demonstrations in
Egypt, Mexico, and India, among many other places. We attended a lunch given by Verasun’s (VSE)
management team (the largest ethanol producer in the US) and were amazed to hear them deny that
ethanol production had anything but a marginal effect on the price of corn. They accused the
commodity traders on CBOT of creating the problem. This sounded similar to the accusations leveled
by Asian governments at Soros after he benefited from the Asian currency crisis of 1997.

Inflation has a role to play. Just as the weakening US dollar has resulted in a higher oil price, it has
also affected commodities in general. The effect on the commodity bull market has been to keep the
purchasing power of gold. The declining value of the US dollar has probably affected the price of
agricultural commodities too. In 1896 a bushel of wheat was worth $1.00 and an ounce of gold could
buy 12 bushels. Today the price of 10z of gold has reached $1,000 and it can buy 133 bushels of
wheat at $7.5 per bushel while that original dollar can hardly afford 1/7th of a bushel. Today we took
delivery of food from Fresh Direct, a food delivery and on-line grocery in New York City, and were
delighted for a moment to see they were using biodiesel in 100% of their deliveries only to discover that
they are using B95, or only 5% biodiesel.

Wind Power

US wind power grew at a record 45% in 2007, with a total of 5,200 MW of installations, enough for 1.5
million American homes. This was 30% of all new electricity-generating capacity including coal or gas
turbine. Worldwide wind installations reached over 20,000 MW, again a record and a revenue base of
$30.1 billion. When you compare this with the 2005 total of 50,000 MW installed since the 1970’s, there
has been significant growth. Revenues are expected to be over $80 billion within a decade. After
purchasing a 4,000 MW wind farm recently, oil and gas tycoon, T. Boone Pickens said, “I have the
same feelings about wind as | had about the best oil field | ever found.” The portfolio manager decided
to increase the weighting in wind for 2008. At the end of the quarter, the fund owned Vestas Wind
Systems (VWS DC) , Nordex (NDX1 GY) and Gamesa (GAM SM).

Solar Power

In 2007, revenues in the global solar market reached $20.3 billion with 2,821 MW of installations. This
is five times as much as in 2003. Solar was an especially hard-hit sector during the market decline in
the first quarter. It is the fund’s largest sector exposure. There are periods in the market cycle of this
sector that lend themselves to calculated timing. This was one such time but the fund’s exit and the
bottom presented a challenge. The fund exited Akeena Solar (AKNS) during the first quarter having
participated all the way from $1.00 per share through $15 per share. While the portfolio manager is
respectful of the capabilities of Barry Cinnamon, the CEO, the fund has moved into a new solar
position in Clear Skies Solar (CSKH), where the fund’s cost per share was $0.30 cents followed by a
reverse-IPO in January for $0.50 cents per share. PIPE prices are calculated using a simple formula
and the full value of this position is not yet recognized in the portfolio.



Solar (Continued)

Renewable Energy Corporation (REC NO) in Norway announced profit warnings in January
based on the delays in the ramp-up of its new silicon capacity. The stock declined over 60% from
its December high of 283 NOK and opened at a low of 113 NOK on January 22nd. We had sold
in December but bought back in prior to this news on the 14th, believing it was already cheap
enough and represented excellent value. However, the stock continued to decline. We purchased
more at the final bottom of the price and have ridden it up since then.

Fuel Cells

On February 9th, the NEF team visited Hopewell, New Jersey to meet with an engineer who has
not paid a utility bill for gas, coal, OR gasoline for years. He has 200% of the energy he needs for
his four- bedroom house, coming from solar power (14 KW). He uses half the energy to
electrolyze water into hydrogen; on a dark winter day he can use the hydrogen to make
electricity, cook food, run his fuel cell car, or heat water. He is completely self-sufficient in a way
that makes the current fad for LEED certification look anemic. The problem with this otherwise
idyllic picture is that it cost him some $500,000 to get there. The good thing is that now there are
blossoming orders for such independence and the cost is steadily declining. One reason to hope
for a decline in the price of independence is being generated by companies’ like ITM Power (ITM
LN) in the UK. The Fund sold its holding late in 2007, and then repurchased it more recently at
lower prices that were caused by a delay in a pressure vessel and a void of news. The company’s
manufacturing capacity will come on line this year for the first time. ITM produces an economic
electrolyzer and will, within a few years, manufacture an economic fuel cell that can be used to
produce hydrogen.

Currency Exposure

The fund approached 50% of the assets based in foreign currency and now we are of the opinion
that the global strength is a function of the global commodity boom, associated with US dollar
weakness. We see no signs of it ceasing, especially as Mr. Bernanke races to protect GDP
growth with interest rate cuts.

Short Positions, Private Investments, and PIPES

In the evolving history of NEF and short positions, the fund manager has been making use of
broad market index ETF’s, such as DXD and SDS and the EAFE Index EFU, as a way to offset
market risk. In the first quarter this was a reasonable method of finding value in declining
markets, especially since the ETF’s provide 2 units of gain for every unit of underlying index loss.
Although the pie chart below says 2.3% short, we were in fact closer to 4.6% short for this
reason.



We also shorted Bunge (BG) after it announced reasonable guidance, interpreted as poor news, at
$114.00 before it hit the high $80’s. Downside protection is also generated by the privates and PIPES,
which total 30%. On February 16th, new SEC conditions for Rule 144, which govern PIPE issues
resulted in a shortened lock-up time. Now PIPE issues can only be locked up for 6 months — versus
the old 12-month lock-up before they are freely tradable. This has radically improved the liquidity of
our portfolio.

Outlook for the Fund

This year began with a significant revaluation of the sector and the market as a whole, but the fund
resisted much of the downward pressures. Fundamentals are stronger than ever as renewable
energy (RE) is growing due to geopoalitical, technological, and demand/supply considerations. The
upcoming US election is deemed to be a positive development, regardless of who is elected, and
current negotiations in the Congress about tax credits are promising. Even if there was no climate
problem, it appears that the other drivers for renewable energy are helping the fundamental outlook
for the industry. One important point that many miss about RE is that it has no inflation attached to it.
Once RE is installed there are only cost cuts, since there are no fuels or volatile feedstocks and there
are constant technology improvements.

The fund has touched $15 million under management with a healthy pipeline of new investor interest
this year. We will shortly celebrate a major streamlining milestone as we improve administration and
prime brokerage platforms.

Mark Townsend Cox and Abigail E. Laufer, General Pa  rtners

Top Ten Positions in Portfolio as of March 31, 2008

Important Disclosure Information

Performance results reflect time-weighted rates of return, re-investment of dividends and other earnings, and are net of applicable brokerage commissions, transaction fees, and

management fees which are 1.5% annually of the assets under management, paid quarterly in advance, and incentive fees which are 20% of the value of any year end gains,
based upon the net asset value of the fund, as determined after an official third party audit. Investment management fees and practices are set forth in Sustainable Energy

Associate’s, (the General Partner’s) written limited partnership agreement which is available upon request. Past performance may not be indicative of future performance,

therefore, no current or prospective client should assume that future performance will be profitable or equal any of the comparative indices. The General Partner’s performance
reflects the combined equity accounts managed in New Energy Fund L.P., managed under the direct supervision of Mark Townsend Cox, founder and senior portfolio manager for

the General Partner since inception of the renewable energy portfolio on December 30, 2004.



