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KENSINGTON PRIVATE EQUITY FUND

Management Discussion and
Analysis

The Kensington Private Equity Fund (“KPEF” or the “Fund”) is an
investment trust established under the laws of the Province of
British Columbia. This Management Discussion and Analysis
(“MD&A") is being published for investors in KPEF in accordance
with its governing Declaration of Trust and the regulatory
requirements applicable to it as a Corporate Finance Issuer.

Kensington Capital Advisors Inc. (the “Manager” and “Trustee”)
believes that investing in private equity will continue to offer the
potential for attractive long-term returns that have historically
outperformed public equity market returns. A well-planned
private equity investment should reduce risk for traditional
investment portfolios through diversification. The Manager
provides investment advisory and portfolio management
services to KPEF and is responsible for making all investment
decisions.

KPEF OVERVIEW

KPEF was created to provide investors with exposure to a
diversified portfolio of private equity investments (“Underlying
Investments”), including private equity and venture capital funds
and direct investments in private companies. By creating a
hybrid private equity portfolio, the Manager believes investors
will benefit from the potential for stronger returns from direct
investments and the prudent risk management and
diversification from investments in funds (“Underlying Funds”).
KPEF is a leading open-ended private equity fund in Canada and
invests primarily in North American focused late-stage venture
as well as growth equity and traditional mid-market buyouts.

INTRODUCTION
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RECENT DEVELOPMENTS

Fund Performance and Investment Activities

KPEF’s investment objective is to maximize long-term total returns for unitholders through capital gains
from Underlying Investments, while managing risk through prudent diversification. What separates
alternatives from traditional investments is that they can deliver solid performance during challenging
environments because they are less vulnerable to large swings in the stock and bond markets caused by
short-term investor sentiments. More fundamentally than traditional investments, alternatives reflect
the underlying longer-term values of their assets. They are sensitive to the broader economy, but without
the short- term noise generated by continuous trading. For the period ended June 30, 2024, the Net
Asset Value (“NAV”) of KPEF increased by approximately $29 million, consisting of gains in the value of
investments, plus net subscriptions received from investors. The NAV per unit increased by 0.8% for the
period compared to a decrease of 7.7% in the same period last year. It is based on the performance of
the Underlying Investments and takes into consideration the impact of other cash flows into and out of
KPEF. Investment returns reflect the effect of fund commitments and direct investments made in any
prior 3-year period that take time to generate increases in value. Some of KPEF’s top performing funds
were due for re-investment during the past 3 years. We anticipate continued strong performance from
those funds.

During the quarter, the Fund strengthened its liquidity position with the exit of White Swan
Environmental, a waste management services company focused on serving the Athabasca oil sands. KPEF
sold AeroVironment Inc (NASDAQ: AVAV) throughout the quarter dependent on the maturity timing of
the lock-up period and share price. The Fund received shares in AeroVironment last year in the exit of
Tomahawk Robotics.

The Fund also made several follow-on investments in the period:

e Anthem, operates cemeteries, crematories and funeral homes looking to grow through
expansion with likeminded professionals and firms

e Avidbots, a global leader in commercial cleaning robots.
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Overview of the Economic Environment

Global macro developments unfolded largely as expected in the first half 2024 with GDP growth slowing
in most economies and recessions avoided so far. Demand pressures continue to ease allowing for
inflation to moderate, while continued strength in services and modest unemployment levels provided
a counteraction that supports the likelihood of a soft landing. The U.S. economy has been the outlier as
it continues to outperform, creating mixed data signals that are delaying the Feds rate cuts. Although,
with pandemic excess savings largely spent down, along with cooling wages growth and declining labor
market indicators, signs of distress from low-income consumers are showing through rising default rates
on credit cards and auto loans. Given the trajectory towards target inflation levels, the Fed have guided
towards a small rate cut later this year albeit at a slower rate than peer economies. The U.S. currently
has the highest rate of growth among G7 nations and is the only country in the group yet to cut policy
rates. In Canada, while the economy has avoided falling into an official recession, Canadians are facing
challenges as some of the biggest factors for costs of living, such as groceries and housing, remain
elevated. Canadian consumers are pulling back this summer after years of pent-up pandemic spending.
Inflation has fallen from its 2022 peak of over 8% per cent to under 3% by mid-2024, leading to the Bank
of Canada to make two rate cuts so far in 2024 with potentially more to come. The BoC will need to
balance how much it can diverge from the U.S. Fed as it could put downward pressure on the CAD/USD
exchange rates and could offset the progress towards disinflation with higher prices for imported goods.
Canadians renewing fixed-rate mortgages in 2024 still face significantly higher rates, which will cut into
broader purchasing power. The geopolitical conflicts in regions such as Ukraine and the Middle East, as
well as the rising trade tensions between the U.S. and China, continue to present risks of escalation and
associated outsized impacts on economies. Midway through a year whereby nearly half the world’s
population heads to the election polls, western countries have seen far-right influences increasing with
a mix of anti-immigration and nationalist policies. The lead up to the U.S. elections in November will
continue to see a period of volatility in the markets.

Investment Environment

The S&P 500 recorded 31 record high closes during the first half of 2024, and similar to 2023, the strong
performance was mostly driven by the so-called magnificent seven (MFST, NVDA, AAPL, GOOGL, AMZ,
META), which collectively accounted for over 60% of the index’s first half returns, with the top 3 - MFST,
GOOGL and NVDA posting almost 50% of the gains. However, looking beyond the headline performance
presents a more mixed picture. The start of the Q2 was decidedly negative as higher-than-expected CPI
readings and fears of no rate cuts in 2024 pressured stocks. The balance of Q2 saw more moderated CP!I
levels, reassuring commentary from the Fed, and strong Al-linked tech earnings. However, the hope for
the stock market rally to widen beyond technology stocks did not materialize and in fact, quite the
opposite has resulted. Only four of the eleven sectors finished the second quarter with positive returns,
and almost entirely within the Technology sector. Nvidia reached the exclusive $3 trillion market cap
club, only shared with Microsoft and Apple. The semiconductor and graphics processing units (“GPUs”)
manufacturer continues to outperform as generative Al is expected to touch every industry, and
computing requires increasing amounts of processing power to meet the expanding needs of Al
applications. However, with this surge in valuations comes comparisons to the tech bubble in the late
1990s and whether the immense interest in Al will yield broad commercial success sufficient to meet
the aggressive expectations. We expect continued volatility in public markets and in contrast, navigating
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the private markets requires a longer-term outlook whereby we sort the noise of short-term fluctuations
in price versus real impacts to the value of business. When considering new private market investments,
we look for resilient businesses and fundamentals such as the company’s cashflow and the ability to
manage margins or create paths to profitability, especially in a high cost-of-capital environment. We
look for companies that invest in and adopt technologies to build their competitive advantage and where
management have demonstrated the ability to develop and execute a value-creating investment thesis.
We believe that strong investment returns can only be consistently achieved through active
management by managers who possess significant experience in business operations and strategy, as
well as financial expertise. The Kensington Private Equity Fund portfolio is well positioned to seize
opportunities that appear to be properly priced given the risk, and where we can develop a plan to
support management in building earnings at an above normal rate.

Current Private Equity Market Conditions

Private equity deal volumes appear to be stabilizing after a two-year slide as fund managers deal with a
backlog of portfolio companies being primed for exits. Distributions-per-investment (“DPI”) continues to
be an important metric for many investors looking for liquidity. Data from Preqin shows exit activity in
the second quarter of 2024 slightly increasing from the first quarter and up modestly year-over-year.
Fund managers are increasingly focused on value creation and optimization strategies that will position
their portfolio companies for successful exits as deal markets begin to rebound. There is a delayed impact
of recycling sale proceeds into new investments that will not be fully realized for several more years.
Getting distributions back to investors so that they can be re-deployed into new fund commitments is
key to the fundraising environment. Private equity strategies continue to shift, including the rise in co-
investments and continuation vehicles. Co-investments are an attractive opportunity to increase the
investor’s private equity exposure on a reduced fee and carry basis as sponsors look to attract additional
capital to access larger deals. Additionally, continuation vehicles have become a common portfolio
management tool as sponsors seek to continue managing a successful portfolio company beyond the life
of the primary fund. Skilled active private equity fund managers stand to accelerate ahead of the pack.
The slower pace of transactions is leading to a deeper dive into fundamentals and related longer diligence
periods. With limited exit opportunities, both General Partners (“GPs”) and Limited Partners (“LPs”)
continue to turn to the secondaries market for liquidity. Mid-market buyouts have been better
positioned as private equity firms are able to increase equity contributions and focus more on the
execution of add-on deals.

The venture market slowdown has not shifted significantly over the past few quarters. Venture Capitals
(“VCs”) have become highly selective with deals. Strong companies with solid technology, healthy
financials, and proven metrics for future growth have more negotiating power. Al remains the most
attractive area of VC funding. Energy and cleantech continues to attract attention as does defensetech
and cybersecurity. Between current market conditions and the federal government’s capital gains
inclusion rate hike, challenges still lay ahead for Canada’s venture capital and technology sector. With a
maturing portfolio of companies in our Fund, we continue to pursue liquidity opportunities wherever
possible.

Summary

The Fund remains committed to its broad portfolio strategy involving primary and secondary funds,
direct and co-investments across mid-market buyout, growth equity and venture capital. The
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diversification extends to vintage years as the Fund has invested through numerous economic cycles. As
a result, the Fund’s mature portfolio offers the potential of a continuing flow of distributions from the
sale of portfolio companies. There are always companies in the process of being sold. Since the start of
2023 we have made distributions from the Fund totaling $175 million. These distributions to our
investors are based on realized exits whereby the Fund received cash proceeds. We believe this is an
important measure of real performance, a good indicator of liquidity and a reliable validation of
valuations in the portfolio. We continue to pursue this approach and are committing capital to funds
that will invest over the coming decade. The result is a portfolio that reflects decades of economic
conditions and related deal pricing. The interest in acquisitions among strategic buyers is strong relative
to that of financial buyers in today’s conditions. The Manager is continuously trying to increase the net
investor return of the Fund and uses sector and industry allocation as part of its selection of tools to
achieve that goal.

RESULTS OF OPERATIONS
Current Portfolio of Underlying Investments
The Manager maintains a portfolio of diversified private equity investments consisting of:

* Investments in venture, growth, and buyout private equity funds to provide diversification
required to manage risk, and direct investments to enhance returns. Combined these provide
investors with access to different segments of the private equity market through a single
investment in KPEF;

* Secondary investments to opportunistically take advantage of market dislocations; and

e Private equity investments located primarily in Canada and the U.S., allocated in a manner
consistent with the Manager’s expertise and its views on the most compelling investment regions
and opportunities.

The investment strategy used to construct the portfolio of KPEF relies upon the Manager’s proactive
sourcing of deal flow and active management of the portfolio. This investment strategy is designed to
provide investors with access to private equity investments that would otherwise be unavailable to them,
by capitalizing on the Manager’s relationships with leading private equity fund managers, and from the
scale achieved from combining their resources with other investors in KPEF.

As of June 30, 2024, KPEF held investments in 80 primary funds, 6 secondary fund portfolios, 4 funds
managed by the Manager and 63 direct investments. The Manager continues to review private equity
investment opportunities on an ongoing basis to achieve KPEF’s investment objective.

In accordance with the Declaration of Trust governing KPEF, the Manager has the responsibility for
establishing target portfolio weighting guidelines by geographic region, investment type and investment
sector, with the expectation that the actual weightings will vary over time depending on market
conditions and available opportunities, among other factors.

The fair value of private equity investments is valued initially based on the transaction price and may

continue to be valued at cost for a significant time period after the acquisition, if this is determined to
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be the best indicator of fair value. Valuations may also be derived by reference to observable valuation
measures for comparable companies or transactions, such as multiplying a key performance metric by a
relevant valuation multiple. These multiples are derived from observable market data and private market
data by applying assumptions on the comparability of the businesses, considering operational, market,
financial and non-financial factors.

KPEF may base the valuation on references to third-party investments or precedent transactions in
comparable equity securities of the company and other similarly situated companies, and will consider
current average or median multiples as well as high and low ends of the comparative data set. After the
valuation of a company is determined, the next step is to determine the value of the specific securities
owned by KPEF. In many cases, the securities of venture and growth stage investments are structured
with a downside liquidation preference or similar provision providing substantial reduction in downside
risk while preserving full upside participation. As a result, the uncertainty in KPEF private market
valuations is asymmetric, with lower downside risks relative to higher upside opportunities. A similar
asymmetric valuation assessment applies to certain fund investments held by KPEF where the specific
securities held by KPEF have features that reduce their downside financial risks.
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The portfolio allocation weightings as at June 30, 2024 are set out below:
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KPEF Industry Weightings of Private Equity Investments (Fair Value)

In addition to the 63 direct investments in private companies, the KPEF portfolio as of June 30, 2024,
includes Underlying Investments in indirect investments in private companies through primary and
secondary fund portfolios. These companies are diversified across multiple industry sectors, as set out
in the chart below.
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KPEF NET ASSET VALUE

Investments:

As of June 30, 2024 KPEF held investments totaling $1.9 billion. During the period, KPEF realized certain
private equity investments, resulting in a shift from unrealized gains reported in prior period to realized
gains in the current period. The value of the investments increased by $25 million during the period due
to net purchases and a net increase in the fair value of investments.

Liquid Investments:

KPEF invests directly in Underlying Funds by committing and advancing capital as such amounts are
drawn down by the respective managers of the Underlying Funds. Capital held by KPEF pending
investment in private equity investments is invested in a variety of financial products (“Liquid
Investments”) such as money market instruments and other securities, consistent with the overall
objectives of liquidity, capital preservation and an appropriate return.

As of June 30, 2024, KPEF held Liquid Investments totaling $25 million, representing a decrease of $64
million from the $89 million of Liquid Investments held at June 30, 2023. Liquid Investments comprise
1.5% of the NAV, consistent with the overall objectives of liquidity.

June 30, 2024 June 30, 2023
Estimated Fair o of Fund’s Estimated Fair % of Fund’s
Cost (CAD) Value (CAD) Net Assets Cost (CAD) Value (CAD) Net Assets
Cash $ - - 00%  $62203184  $62,203,184 3.7%
Kensington Alternative ), 010 419 25,166,844 15% 21,336,858 27,208,823 1.6%
Strategy Fund
$17,644,419  $25,166,844 15%  $83540,042  $89,412,007 5.3%

* This fund is also managed by the Manager - see “Related Party Transactions”.

KPEF UNITS ISSUED AND OUTSTANDING

As of June 30, 2024, KPEF had issued eight classes of Units, Class A Units, Class F Units, Class E Units,
Class G Units, Class U Units, Class C Units, Class M Units and Class L Units. KPEF’s issuances included
119,619 Class A Units, 18,783 Class F Units, 1,212,656 Class E Units, 33,412,486 Class G Units, 616,047
Class U Units, 14,106,749 Class C Units, 354,283 Class M Units and 755,595 Class L Units.

Units of KPEF are listed on FundSERV, under the symbol KEN 100 (Class A Units), KEN 105 (Class E Units),
KEN 110 (Class F Units), KEN 115 (Class G Units), KEN 125 (Class U Units), KEN 130 (Class C Units), KEN
135 (Class M Units) and KEN 140 (Class L Units). Current NAV information is provided directly to
investment accounts through FundSERV.

Management Expense Ratio:
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KPEF's Management Expense Ratio (“MER”) is reported in accordance with applicable accounting
standards and securities laws. The MER is based on total operating expenses for the stated period and is
expressed as an annualized percentage of the net average assets during the period. The reported MER
for KPEF includes expenses incurred by Underlying Funds. These expenses represent the recoverable
portion of the MER during the relevant periods (“Recoverable MER”). Unlike typical mutual fund
expenses, the expenses incurred by these Underlying Funds will be recovered by KPEF prior to any such
Underlying Funds’ managers earning a performance fee. The recoveries of these expenses will be
recorded as portfolio gains at the appropriate times and will not be reflected in any adjustment to the
MER at those times.

For the quarter ended June 30, 2024

Class A Class F Class E Class G Class U Class C Class M Class L
Units Units Units Units Units Units Units Units
Net Asset Value (S$) 4,038,729 713,822 32,911,649 1,104,845,286 18,791,355 482,143,680 12,517,990 25,044,872
Units Outstanding 119,619 18,783 1,212,656 33,412,486 616,047 14,106,749 354,283 755,595
Operating MER % 3.01% 2.68% 3.41% 2.52% 2.52% 1.80% 0.57% 1.78%
Fund of Fund expense
(recoverable) % 1.15% 1.15% 1.15% 1.15% 1.15% 1.15% 1.15% 1.15%
Total fee % 4.16% 3.84% 4.57% 3.68% 3.67% 2.96% 1.72% 2.93%
For the quarter ended June 30, 2023
Class A Class F Class E Class G Class U Class C Class M Class L
Units Units Units Units Units Units Units Units
Net Asset Value (S) 4,395,252 613,625 33,712,185 1,174,291,892 22,582,344 454,460,512 11,323,224
Units Outstanding 127,866 16,010 1,192,870 34,852,921 725,730 13,172,191 323,378
Operating MER % 3.31% 2.79% 3.45% 2.48% 2.49% 1.75% 0.68%
Fund of Fund expense
(recoverable) % 0.95% 0.95% 0.95% 0.95% 0.95% 0.95% 0.95%
Total fee % 4.26% 3.74% 4.40% 3.42% 3.44% 2.69% 1.63%
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Selected Financial Data

The following table shows selected key financial information about KPEF, which summarizes the KPEF
financial performance for the last four quarters.

For the quarter ended June 30, 2024

ClassA  ClassF Class E Class G Class U Class C Class M Class L
S S $ S S S S S
Total operating income 61,987 10,958 506,737 17,048,806 362,584 7,637,457 198,319 600,750
Total profit /(loss) 5,532 1,554 (36,000) 1,602,686 96,555 1,788,859 99,970 310,285
Total profit/(loss)
attributable per-unit basis 0.05 0.08 (0.03) 0.05 0.16 0.13 0.28 0.43
Total net assets 4,038,729 713,822 32,911,649 1,104,845,286 18,791,355 482,143,680 12,517,990 25,044,872
Distributions declared and
paid - - - - - - - -
For the quarter ended March 31, 2024
ClassA  ClassF Class E Class G Class U Class C Class M Class L
3 5 $ S S S S S
Total operating income 234,170 41,280 1,908,627 63,523,571 954,511 27,253,928 690,589 742,974
Total profit /(loss) 178,549 32,098 1,426,014 50,218,397 739,848 22,745,463 605,671 659,030
Total profit/(loss)
attributable per-unit basis 1.48 1.71 1.17 1.51 1.20 1.65 1.79 1.88
Total net assets 4,033,197 712,268 32,872,123 1,097,319,826 18,694,800 470,629,700 12,009,290 15,863,629
Distributions declared and
paid - - - - - - - -
For the quarter ended December 31, 2023
Class A Class F Class E Class G Class U Class C Class M Class L
S S S S S S S
Total operating income (23,143) (4,699) (194,887) (6,931,676) 194,736 (2,745,335) (65,949)
Total profit/(loss) (73,925) (11,405) (663,757) (19,986,601) (51,514) (6,836,599) (124,127)
Total profit/(loss)
attributable per-unit basis (0.58) (0.65) (0.54) (0.55) (0.07) (0.50) (0.38)
Total net assets 4,132,961 680,091 33,216,735 1,180,591,427 23,083,059 456,826,927 11,194,952
Distributions declared and
paid 1.70 1.70 1.70 1.70 1.70 1.70 1.70

For the quarter ended September 30, 2023

Class A Class F Class E Class G Class U Class C Class M Class L
. $ $ $ $ $ S $
Total operating 71,899 10,039 559,353 19,650,852 141,749 7,386,713 185903
income/ (loss)
Total profit/(loss) 14,845 2,696 (49,486) 2,322,250 (196,015) 1,601,170 111,189
Total profit/(loss)
attributable per-unit basis 0.12 0.17 (0.04) 0.07 (0.27) 0.12 0.34
Total net assets 4,410,082 616,320 34,113,977 1,212,205,364 22,386,443 460,347,377 11,459,414
Distributions declared and
paid - - - - - - -
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RELATED PARTY TRANSACTIONS

The KPEF investment portfolio includes investments in four funds managed by the Manager. KPEF has
invested $17,644,419 in Kensington Alternative Strategy Fund, committed $24,850,000 to Kensington
Venture Fund, L.P., which will be drawn by that fund over a 13-year period, committed $25,745,857 to
Kensington Venture Fund Il, LP, which will be drawn by the fund over a 12-year period, and committed
$72,500,000 to Kensington Venture Fund Ill, LP, which will be drawn by the fund over a 12-year period.

As of June 30, 2024, the total amount funded by KPEF into Kensington Venture Fund, L.P., Kensington
Venture Fund Il, L.P. and Kensington Venture Fund Ill, L.P. was $20,441,621, $18,934,173 and
$11,600,000, respectively. In each case, these related party investments are structured to ensure there
is no duplication of management fees paid by KPEF to the Manager.

RISK FACTORS

KPEF is subject to several risks, including all the risks described in the KPEF Annual Information Form
dated June 28, 2024.

FORWARD LOOKING STATEMENTS

This document may contain forward-looking statements relating to anticipated future events, results,
circumstances, performance or expectations that are not historical facts but instead represent the
Manager’s expectations regarding future events. By their nature, forward-looking statements must be
based on assumptions and are subject to inherent risks and uncertainties. There is significant risk that
predictions and other forward-looking statements will not prove to be accurate. Readers of this
document are cautioned not to place undue reliance on forward-looking statements as several factors
could cause actual future results, conditions, actions or events to differ materially from the targets,
expectations, estimates or intentions expressed in the forward-looking statements. Actual results may
differ materially from the Manager’s expectations as projected in such forward-looking statements for a
variety of reasons, including but not limited to market and general economic conditions, interest rates,
foreign exchange rates, regulatory and statutory developments, the effects of competition in the
geographic and business areas in which KPEF may invest and the risks detailed from time to time in KPEF’s
Offering Memorandum, Annual Information Form and other investor documentation. The foregoing list
of factors is not exhaustive and when relying on forward-looking statements to make decisions with
respect to investing in KPEF, investors and others should carefully consider these factors, as well as other
uncertainties and potential events, and the inherent uncertainty of forward-looking statements. Due to
the potential impact of these factors, neither KPEF nor the Manager undertakes, and specifically
disclaims, any intention or obligation to update or revise any forward-looking statements, whether as a
result of new information, future events or otherwise, unless required by applicable law.
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Kensington Capital Partners
95 St.Clair Ave W ., Suite 905 www kcplca
Toronto,ON M4V IN6 info@kcplca

1-855-362-9329 @KensingtonFunds

This management discussion and analysis of the Kensington Private Equity Fund contains financial highlights as well
as the financialstatem ents for the quarterended June 30,2024. You may obtain a copy ofthe financialstatements and
the annual inform ation form at your request, and at no cost,by calling 416-362-9000 or toll-free at 1-855-362-9329, by
writing to us at 95 St. Clair Avenue West, Suite 905, Toronto, Ontario, M4V IN6,or by visiting our website at www kcplca.
Additionalinform ation relating to the Kensington Private Equity Fund is on SEDAR+at www.sedarplus.ca.



