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INTRODUCTION

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 contfinue 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 with a
focus on North American mid-market companies. It invests in selected venture and growth
stfage companies. The investment strategy is to invest in high performing funds,
opportunistically co-invest with those funds, and thematically make direct investments with the
objective of backing good management teams to build great businesses.
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RECENT DEVELOPMENTS

Fund Performance and Investment Activities

KPEF’'s investment objective is fo maximize long-term total returns for unitholders through
capital gains from Underlying Investments, while managing risk through prudent diversification.
What separates private equity from public equity is that private investments are not vulnerable
to large swings in the stock market caused by short-term investor sentiments. Good private
equity investors focus on the underlying long-term fundamental value of the companies in
which they invest. They are sensitive to the broader economy, but without the short-term
volatility generated by continuous trading.

For the period ended December 31, 2024, the Net Asset Value (“NAV") of KPEF decreased by
approximately $34 million. The NAV per unit decreased by 5.7% for the period compared to a
decrease of 4.3% in the same period last year. It is based on the performance of the
underlying investments and takes info 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 re-invested in during the past 3 years. We anticipate strong
performance from those funds as they move through the J-curve.

During the 9 month period, the Fund successfully sold White Swan Environmental, a waste
management services company focused on serving the Athabasca oil sands; and sold
OrthoAlliance, an orthopedic-focused medical services company in the Midwestern United
States.

KPEF sold several public investments. It sold AeroVironment Inc shares (NASDAQ: AVAV)
throughout the first quarter as lock-up restrictions ended. The Fund received shares in
AeroVironment last year when it sold Tomahawk Robotfics. It sold Nuvei Corp (TSE: NVEI) as part
of a take private transaction and D-Wave Quantum Inc (NYSE: QBTS) after recent significant
share price appreciation. Both Nuvei and D-Wave were obtained prior to them being public.

The Fund made follow-on investments in the period:
e Clearpoint Health Network, provides surgical services to Canadians
e Mint Smartwash, conveyorized car wash chain utilizing state-of-the-art technology
e Anthem, operates cemeteries, crematories and funeral homes
e Avidbots, a manufacturer of commercial cleaning robots

e Drop Technologies, a personalized mobile app for customer loyalty programs.
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Overview of the Economic Environment

2024 was shaped by a combination of monetary policy shifts, geopolitical uncertainties, and
varying degrees of economic resilience across major regions. Inflationary pressures subsided in
many developed economies, leading to a fransition from restrictive monetary policies towards
rate-cutting cycles by central banks. Global GDP growth remained stable but below historical
averages as the effects of previous rate hikes continued to weigh on consumer spending and
corporate investment.

The U.S. economy, buoyed by steady consumer spending and labor market strength, fracked
towards a GDP growth of 2.5% for the year. The Federal Reserve initiated its first rate cut in
September 2024, setting the stage for a more accommodative stance heading info 2025.
Canada's economy showed signs of improvement, with GDP growth projected at 1.2% for 2024
and 2.0% for 2025. Inflation in Canada declined to 2%, supported by lower goods prices, though
housing costs remained elevated. The Bank of Canada responded by implementing a series of
rate cuts beginning in mid-2024, reducing its policy rate to 3.75% in October, marking ifs fourth
consecutive cut. An addifional cut was made to 3.50% in January 2025. These moves reflect a
response to weakening domestic demand, high household debt burdens, and slowing business
investment. The Canadian economy, while stabilizing, remains more vulnerable to global
economic fluctuations, particularly in its frade-dependent sectors.

Geopolitical risks remained a significant driver of market volatility. The Russia-Ukraine conflict
confinued to impact commodity markets, while U.S.-China tensions around frade policies and
fechnology restrictions influenced global supply chain realignments and shifts in global
manufacturing hubs. The return of President Trump infroduced policy uncertainty, with
additional tariff hikes on Chinese imports and a more aggressive stance on domestic
manufacturing. Of particular concern to Canada, Trump's renewed tariff threats on key
Canadian exports, including aluminum, steel, lumber, and auto parts, have created uncertainty
for Canadian trade policy and would pressure domestic industries reliant on U.S. market access.
Canadian policymakers and businesses are closely monitoring the situation and preparing
potential countermeasures to mitigate trade disruptions.

Investment Landscape

While both the S&P 500 and Nasdag Composite registered strong returns in 2024, these gains
were largely concenfrated in a handful of mega-cap technology stocks. Market breadth
remained weak, and voldatility persisted as investors weighed inflation frends, geopolitical risks,
and economic uncertainty. The narrow leadership of equity markets, combined with
heightened valuation concerns, suggests increased downside risks for public markets going into
2025. Fixed income markets also remained volatile as investors recalibrated expectations for the
pace and magnitude of rate cuts.

Private markets saw increased activity, particularly in private credit and private equity,
benefiting from long-term structural frends such as energy transition, Al, digital infrastructure and
automation. Institutional investors continued to reallocate capital toward private assets, seeking
better risk-adjusted returns amid ongoing market volatility. Private equity in particular has
demonstrated resilience by focusing on value creation and operational efficiencies, making it
a compelling alternative to public equities in the current environment. In North America, private
investment flows have seen significant capital inflows into infrastructure, renewable energy, and
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high-growth technology sectors. Canada, despite a softer economic outlook than the U.S., has
attracted substantial investment in sustainable infrastructure and venture-backed enterprises.
However, liquidity challenges in private markets persisted, with IPO activity remaining subdued
and exit opportunities constrained. While inflows have concentrated on the areas noted above,
other sectors such as consumer discretionary —retail, healthcare, industrials and business services
continue to have strong fundamentals that will see further growth as economic conditions
improve.

Current Private Market Conditions

Private equity activity in 2024 was characterized by cautious dealmaking, as investors navigated
higher borrowing costs and valuation mismatches. Despite three years of headwinds, including
high interest rates and regulatory scrutiny, private equity firms have remained active dealmakers
with a shift toward scale deals and a focus on both revenue and cost synergies, particularly in
industries with high fixed costs. Looking ahead, firms that can effectively navigate regulatory
constraints, interest rate fluctuations, and market uncertainties will be best positioned to
capitalize on emerging opportunities. Strategic deal valuations remain historically low and well
below public market valuations. Rather than face substantial markdowns at exit, private equity
and venture capital investors dug in with their portfolios. Uncertainty around future regulation
confinued fo loom over deal pipelines as the pre-close period for challenged deals stretched.
Many companies put deals on hold pending the outcome of national elections, hoping for more
clarity on the future regulatory environment.

GP-led secondary transactions grew in importance, accounting for nearly half of all secondary
deals. Private credit also emerged as a key driver of deal activity, with investors seeking higher
yields amid fight credit spreads. According to a report from Preqin, secondaries fundraising
declined by 39%, falling from its 2023 peak as investors shifted back toward traditional buyouts.
The decline in secondaries suggests that private equity managers are focusing more on direct
investments and primary fund commitments rather than liquidity-driven secondaries strategies.
While fundraising remained challenging, managers focused on operational improvements and
value creation strategies to drive returns. Data from Pitchbook shows that sponsor-to-sponsor
exits remained lower than historic averages, driven by PE sellers unwilling fo let go of their assets
for what they see as an undervalued price, while at the same time, a weakened financing
market made it difficult for sponsors to secure the leverage needed to acquire large PE-backed
assets. This frend reflects the growing confidence among sponsors in holding and opfimizing
assets for longer periods, with more firms pursuing roll-up strategies before executing final exits.
As capital markets recover, sponsor-to-sponsor exits are expected to remain a prominent
feature of the PE landscape.

Venture capital activity has faced sustained headwinds, with IPO activity remaining near historic
lows. According to the Q1 2025 PitchBook Analyst Note, VC-backed IPOs totaled just 42 in 2024,
the lowest annual figure since 2011. This extended slowdown has resulted in a growing backlog
of companies waiting to go public. The pipeline of IPO-ready startups has grown to 601
companies, reflecting an increasingly crowded exit landscape. This is creating an opportunity
for strong liquidity potential in the coming years. As market conditions improve, venture-backed
firms are likely to benefit from greater liquidity options, including strategic acquisitions,
secondary market transactions, and public market exits. It is estimated that 40% of US unicorns
have been held in portfolios for at least nine years, and that group accounts for more than $1
trillion in value. That is a figure that can quickly push exit values high and restart the VC machine.
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The heightened sense of urgency to generate liquidity among GPs, gradual convergence of
price expectations between founders and buyers, as well as businesses seeking further
expansion, are collectively expected to drive an upftick in deal-making pace.

Summary

The Fund remains steadfast in its commitment to a diversified portfolio strategy, spanning funds,
direct and co-investments across mid-market buyout, growth equity, and venture capital. By
investing through multiple economic cycles, we mifigate risk and enhance the potential for
sustained returns. This strategy ensures that the portfolio reflects a range of deal pricing
environments, reducing exposure o single-cycle downturns while benefiting from periods of
stfrong market performance.

Our mature portfolio continues to generate meaningful distributions, supported by a healthy
pace of realized exits. Since the start of 2023, we have distributed $175 million to our investors,
reflecting strong portfolio activity. Additionally, the Fund currently holds over $60 million in
realized capital gains yet to be distributed—an important indicator of both liquidity and the
robustness of our valuations. We confinue to deploy capital info funds that will be investing
throughout the next decade, ensuring that our portfolio benefits from multiple economic
environments and pricing cycles. Encouragingly, M&A activity is gaining momentum among
both strategic and financial buyers, creating attractive opportunities for value realization.

As always, the Manager remains focused on enhancing net investor returns by leveraging sector
and industry allocation as key fools in our investment approach. With strong portfolio
performance and an active market environment, we are confident in the Fund’s ability to
continue delivering value to our investors.
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RESULTS OF OPERATIONS

Current Porifolio of Underlying Investments
The Manager maintains a portfolio of diversified private equity investments consisting of:

¢ Investmentsin 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;

e 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 December 31, 2024, KPEF held investments in 63 primary funds, 4 secondary fund
portfolios, 4 funds managed by the Manager and 60 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 fime period after the acquisition, if this
is determined to be the best indicator of fair value. Valuations may also be derived by
reference to observable valuation measures for comparable companies or fransactions, 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
fransactions 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
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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 December 31, 2024 are set out below:

Other
3.9%

United
States

44.6% Geography

Canad
52.1%

Investment Type
Direct
58.0%
Other
Sector
Venture Venture
31.7% 28.2%
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KPEF Industry Weightings of Private Equity Investments (Fair Value)

In addition to the 60 direct investments in private companies, the KPEF portfolio as of
December 31, 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.

Consumer Discretionary
27.1%

Financials
6.6%

Consumer Staples

1.7%
Industrials
9.4%
Healthcare
16.6%
Information
Technology
28.3%
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KPEF NET ASSET VALUE

Investments:

As of December 31, 2024 KPEF held investments totaling $1.8 billion. During the period, KPEF
realized certain private equity investments, resulting in a shift from unrealized gains reported in
prior period fo realized gains in the current period. The value of the investments decreased by
$74 million during the period due to net sales of investments net with increases 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 insfruments and other securities,
consistent with the overall objectives of liquidity, capital preservation and an appropriate
return.

As of December 31, 2024, KPEF held Liquid Investments totaling $138 million, representing an
increase of $61 million from the $77 million of Liquid Investments held at December 31, 2023.
Liquid Investments comprise 8.5% of the NAV, consistent with the overall objectives of liquidity.

December 31, 2024 December 31, 2023
Estimated Fair % of Fund’s Estimated Fair % of Fund’s
Cost (CAD) Value (CAD) Net Assets Cost (CAD) Value (CAD) Net Assets
Cash $119,224,157 $119,224,157 7.4% $ 49,896,674 $ 49,896,674 2.9%
Kensington Alternative 12,936,652 18,895,136 1.2% 21,644,421 27,346,344 1.6%
Strategy Fund *
$ 132,160,809 $138,119,293 8.5% $71,541,095 $77.243,018 4.5%

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

KPEF UNITS ISSUED AND OUTSTANDING

As of December 31, 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, 1,227,135 Class E Units, 33,580,698
Class G Units, 613,359 Class U Units, 13,864,156 Class C Units, 355,719 Class M Units and 1,222,468
Class L Units.

Units of KPEF are listed on FUNndSERV, 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.
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Management Expense Ratio:

KPEF's Management Expense Ratio (“*MER") is reported in accordance with applicable
accounting standards and securifies 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 af the appropriate times and will not be reflected in any adjustment to the MER at

those times.
For the nine months ended December 31, 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 ($) 3,849,364 681,725 31,586,789 1,059,092,251 18,183,726 453,662,590 12,136,906 38,702,328
Units Outstanding 119,619 18,783 1,227,135 33,580,698 613,359 13,864,156 355,719 1,222,468
Operating MER % 3.28% 2.91% 4.09% 3.04% 3.05% 2.30% 0.74% 2.72%
Fund of Fund expense
(recoverable) % 1.22% 1.22% 1.22% 1.22% 1.22% 1.22% 1.22% 1.25%
Total fee % 4.50% 4.13% 5.31% 4.26% 4.27% 3.52% 1.96% 3.97%
For the nine months ended December 31, 2023
Class A Class F Class E Class G Class U Class C Class M Class L
Units Units Units Units Units Units Units Units
Net Asset Value ($) 4,132,961 680,091 33,216,735 1,180,591,427 23,083,059 456,826,927 11,194,952
Units Outstanding 128,312 18,783 1,277,692 37,452,068 791,472 14,081,302 336,251
Operating MER % 3.24% 2.71% 3.97% 2.84% 2.85% 2.11% 0.62%
Fund of Fund expense
(recoverable) % 1.06% 1.04% 1.06% 1.06% 1.05% 1.06% 1.06%
Total fee % 4.30% 3.75% 5.03% 3.89% 3.90% 3.17% 1.58%
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Selected Financial Data

KENSINGTON

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 December 31, 2024

Class A Class F Class E Class G Class U Class C Class M Class L
$ $ $ $ $ $ $ $
Total operating 368 42 1,349 26,644 433,157 115,062 (4,076) (250,872)
income
Total profit /(loss) (120,99¢6) (17,538) (961,354) (28,942,617) (407,183) (11,467,734) (243,955) (1,056,768)
Total profit/(loss) (0.86) (0.93) (0.78) (0.86) (0.66) (0.83) (0.69) (0.92)
attributable per-
unit basis
Total net assets 3,849,364 681,725 31,586,789 1,059,092,251 18,183,726 453,662,590 12,136,906 38,702,328
Distributions - - - - - - - -
declared and
paid
For the quarter ended September 30, 2024
Class A Class F Class E Class G Class U Class C Class M Class L
$ $ $ $ $ $ $ $
Total operatinginc 32,207 5,685 262,863 8,735,375 492,397 3,898,785 96,728 143,883
Total profit /(loss) (86,369) (14,559) (749,826) (22,368,738) (116,232) (8,666,584) (187,129) (576,758)
Total profit/(loss) (0.72) (0.78) (0.62) (0.67) (0.19) (0.63) (0.53) (0.65)
attributable per-
unit basis
Total net assets 3,952,360 699,263 32,305,597 1,089,988,609 18,590,909 462,202,608 12,330,861 31,373,244
Distributions - - - - - - - -
declared and
paid
For the quarter ended June 30, 2024
Class A Class F Class E Class G Class U Class C Class M Class L
$ $ $ $ $ $ $
Total operating 61,987 10,958 506,737 17,048,806 362,584 7,637,457 198,319 600,750
income
Total profit/(loss) 5,532 1,554 (36,000) 1,602,686 96,555 1,788,859 99,970 310,285
Total profit/(loss) 0.05 0.08 (0.03) 0.05 0.16 0.13 0.28 0.43
attributable per-
unit basis
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
Class A Class F Class E Class G Class U Class C Class M Class L
$ $ $ $ $ $ $
Total operating 234,170 41,280 1,908,627 63,523,571 954,511 27,253,928 690,589 742,974
income/(loss)
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) 1.48 1.71 1.17 1.51 1.20 1.65 1.79 1.88
attributable per-
unit basis
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
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RELATED PARTY TRANSACTIONS

The KPEF investment portfolio includes investments in four funds managed by the Manager.
KPEF has invested $12,936,652 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 lll, LP, which will be
drawn by the fund over a 12-year period.

As of December 31, 2024, the total amount funded by KPEF into Kensington Venture Fund, L.P.,
Kensington Venture Fund Il, L.P. and Kensington Venture Fund ll, L.P. was $26,344,909,
$20,206,820 and $11,600,000, respectively. In each case, these related party investments are
stfructured to ensure there is no duplication of management fees paid by KPEF fo 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 anficipated 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 fime 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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CONTACT

Kensington Capital Partners

95 St. Clair Ave W., Suite 905 www.kcpl.ca
Toronto, ON M4V 1Né info@kcpl.ca
1-855-362-9329 @KensingtonFunds

This management discussion and analysis of the Kensington Private Equity Fund contains financial highlights as well as the financial statements for the
nine months ended December 31, 2024. You may obtain a copy of the financial statements and the annual information 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 1N6, or by

visiting our website at www.kcpl.ca. Additional information relating to the Kensington Private Equity Fund is on SEDAR+ at www.sedarplus.ca.
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