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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 offers the potential for attractive long-term returns. Over time, returns from a well-
constructed private equity portfolio have outperformed public equity market returns. A well-
planned private equity investment should reduce risk for fraditional investment portfolios. 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. The Manager uses diversification to manage downside
risk. By creating a hybrid private equity portfolio, the Manager believes investors will benefit from
the potential for strong returns and prudent risk management through 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 funds and companies. It also invests in
selected venture and growth stage funds and 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 fo build great
businesses.
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RECENT DEVELOPMENTS

Fund Performance and Investment Activities

KPEF remains focused on delivering attractive long-term total returns to unitholders through capital
appreciation from a diversified portfolio of private equity investments. However, the fiscal quarter
ended June 30, 2026, was a difficult period for the Fund and for private markets more broadly.
During the quarter, the Fund’s NAV per unit declined by 1.4%, compared with a 3.1% decline
during the same period in the prior year. This result is disappointing and reflects a combination of
company-specific valuation adjustments, weaker private market condifions, higher financing
costs, delayed exit activity and broader pressure on private asset valuations.

The decline in NAV reflects a private market environment that confinues to be challenging. As
discussed later in this MD&A, the first half of 2026 was characterized by macroeconomic
uncertainty, volatile public markets, contfinued tariff and geopolitical risk, selective credit
conditions and a prolonged slowdown in private market realizations. Together, these factors have
reduced buyer confidence, widened the gap between buyer and seller expectations, extended
transaction timelines and placed pressure on valuation multiples across several sectors.

Although private market valuations do not adjust daily in the same manner as publicly fraded
securities, they are influenced by many of the same underlying factors, including financing costs,
earnings performance, credit availability, exit visibility and investor risk appetite. These conditions
were generally less favourable during the year. Higher borrowing costs constrained the valuations
that buyers could support, while limited exit opportunities reduced the ability of managers to
realize gains through asset sales or public listings. Consequently, private equity portfolios, including
KPEF's, have experienced valuation pressure during a period in which liquidity has remained
constrained.

The Fund’s performance also reflects the broader adjustment occurring across private markets.
The previous investment cycle benefited from low interest rates, abundant capital, active exit
markets and expanding valuation multiples. Those conditions no longer prevail. Private equity
managers are now operafing in a more selective and less forgiving environment in which returns
must be generated primarily through revenue and earnings growth, operational improvement,
disciplined capital allocation and balance-sheet strength rather than inexpensive leverage or
multiple expansion. This fransition is partficularly challenging for assets acquired or valued under
the more favourable conditions of the prior cycle.

In March 2026, Unitholders approved amendments to modernize the Fund’s governing terms,
protect Unitholder interests and better align redemption rights with the liquidity profile of the Fund'’s
private investments. Under the revised framework, all Units will be eligible for quarterly redemptions
targeting approximately 5% of outstanding Units per quarter, subject to available cash, credit-
facility restrictions, existing obligations and appropriate reserves. The Manager will publish the
available redemption capacity before each quarterly redemption date, providing greater clarity
and predictability. Through the balance of 2026 and into 2027, the Manager intends to prioritize
available liquidity foward reducing the Fund’s debt.

The amendments also infroduced additional changes that improve the Fund's governance,
enhance fransparency, strengthen alignment between the Manager and Unitholders, and better
position the Fund to manage liquidity while continuing to pursue long-term value creation.
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Despite the negative performance during the year, the Manager continues to believe that the
Fund's portfolio contains businesses with durable demand, defensible market positions and long-
term value creation potential. However, the path to realizing that value has become more
uncertain and may take longer than previously expected. Exit markets remain weak, valuation
expectations remain under pressure and private market liquidity remains constrained. As a result,
the Fund’'s near-term priorities are defensive: preserving asset value, reducing leverage where
possible and positioning the portfolio to benefit when private market conditions eventually
stabilize.

We remain confident in the long-term merits of private equity as an asset class, but we also
recognize that the current environment is materially more difficult than the one that prevailed
during the prior cycle. The sections that follow provide additional detail on the economic
environment, public market volatility, credit conditions and private market dynamics that have
contributed to the Fund’s recent performance and that continue to shape the outlook for the
portfolio.

Overview of the Economic Environment

The economic environment has shown modest signs of improvement since quarter-end, although
conditions remain uneven and uncertainty continues to affect business decision-making.
Canada's economy returned to modest growth in May, employment was broadly stable and the
unemployment rate declined to 6.5% in June. Results continue to vary meaningfully by sector.
Demand has been more resilient in areas supported by infrastructure, commodities and
tfechnology investment, while consumer-sensitive, manufacturing and trade-exposed businesses
face greater pressure.

Business leaders remain cautious as sales expectations soften, hiring slows and household debt-
service costs constrain discretionary spending. Tariffs, changing trade rules and geopolitical
developments have also made costs and demand more difficult to forecast. The U.S. economy
continues to expand, but second-quarter growth slowed to 1.5% on an annualized basis. Overall,
the outlook is for moderate and uneven growth rather than a return to the condifions that
supported the previous investment cycle.

Inflation and interest rates are no longer rising sharply, but are not yet providing meaningful relief.
Financing costs remain materially above the levels that prevailed during the low-rate period,
placing greater importance on cash generatfion, margin management and balance-sheet
flexibility. For investors, this supports a selective approach focused on durable demand, pricing
power and credible value-creation plans. These conditions are reflected in the dispersion in public
markets and the slower recovery in private equity activity discussed below.

Investment Landscape

Public markets remained resilient through the first half of 2026 but continued to experience sharp
changes in leadership and sentiment. Following strong gains through June, technology shares
corrected in July: the Nasdagq Composite declined 3.2% during the month, while the S&P 500 was
approximately flat. Even after that pullback, both indices remained firmly positive for the year
through July 31, with the S&P 500 up 9.4% and the Nasdag Composite up 9.2%. Smaller companies
also participated, with the Russell 2000 up 18.1% year to date, suggesting broader participation
than earlier in the year.
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The July correction and early-August rebound nevertheless demonstrated that market confidence
remains highly sensitive to Alrelated earnings, energy prices, inflation and interest-rate
expectations. Equity valuations in selected technology and Al-linked segments remain elevated,
and the Nasdaqg's larger swings illustrate the risk of rapid repricing when earnings or capital-
spending expectations change. Strong headline index performance should therefore be viewed
alongside confinued dispersion across companies and sectors.

Credit remains available for high-quality borrowers, but financing costs are still materially above
those of the previous private equity cycle. The combination of elevated purchase multiples and
higher debt costs continues to constrain leveraged transaction economics and places greater
weight on earnings growth and operational value creation. IPO and other public-market exit
windows have improved selectively, but remain episodic and concenfrated in larger, higher-
quality issuers with clear profitability or strong thematic exposure.

Overall, public markets are functioning and have provided a consfructive valuation backdrop for
some assets, but they have not yet franslated into a broad or dependable improvement in private-
market liquidity. Volatility, valuation dispersion and the speed with which issuance windows can
close continue to limit the reliability of capital markets as an exit channel.

Current Private Market Conditions

Private equity activity remained selective in the first half of 2026. EY reported that global
acquisition activity declined 10% from the first half of 2025, while aggregate deal value was
roughly unchanged. The weakness was concentrated in technology, where transaction value fell
50% year over year as investors reassessed software businesses exposed to Al disruption. Sponsors
have increasingly favoured infrastructure, energy, defence and other businesses with durable
demand, pricing power and identifiable operational levers.

Fundraising remains difficult and concentrated among managers with strong realized
performance and distribution records. Limited partners are managing constrained liquidity and
negotiating more actively on terms. Without a sustained recovery in exits and distributions, a broad
improvement in fundraising is unlikely.

Valuation gaps remain a barrier outside higher-quality assetfs. Buyers underwrite conservatively
while sellers resist discounts to carrying values. Contfinuation vehicles, GP-led secondaries,
preferred equity, NAV financing and partial sales remain important, but add complexity and do
not replace conventional realizations.

Venture capital remains bifurcated. Capital is available for select Al, digital infrastructure and
defence-adjacent opportunities, while companies without clear unit economics, capital
efficiency or a credible path to profitability confinue to face difficult financing conditions. Across
both buyout and venture portfolios, managers are placing greater emphasis on cash
preservation, margin improvement, working-capital management and exit readiness.

The near-term outlook is cautiously constructive but not yet a broad recovery. In EY's second-
quarter survey, 72% of general partners expected deployment to increase over the following six
months and 56% expected exits to accelerate. Realizing that improvement willdepend on greater
stability in financing markets, valuations and geopolitics. Unfil then, fransaction activity is likely to
remain concentrated in resilient sectors and higher-quality assefts.
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Summary

The private market environment has shown modest signs of improvement in 2026, but the principal
challenges facing investors remain. Financing costs are elevated, tfrade and geopolitical risks
confinue to affect confidence, and exit activity and distributions remain below historical levels.
These conditions contfinue to weigh on valuations, liquidity and the pace of capital deployment.

The Manager remains confident in the long-term value of the Fund’s private equity and venture
capital portfolio. However, the slowdown in private markets has lasted longer than many investors
anficipated, and the timing of a sustained recovery remains uncertain. Exit opportunities are still
selective, valuation expectations between buyers and sellers remain difficult to reconcile, and
public markets have not yet provided a consistent path to realizations. Managers must therefore
continue to prioritize operational performance, portfolio support and liquidity management rather
than depend on near-term exits.

The Fund maintains a diversified strategy across fund investments and co-investments in mid-
market buyout, growth equity and venture capital. Diversification across managers, sectors and
vintages remains important, but does not fully insulate the portfolio from higher financing costs,
uneven demand, longer holding periods and cautious buyer behaviour.

In this environment, the Fund’s priorities remain disciplined liquidity management, responsible asset
sales where achievable values support unitholder interests, reduction of leverage and debt costs
where possible, and the fulfilment of existing capital commitments. The Fund will also continue to
support portfolio companies where additional capital can protect or enhance long-term value.
The timing and amount of liquidity generated will remain dependent on market conditions, buyer
demand and achievable valuations. Forced sales could impair value, particularly where financing
is constrained or buyers require significant discounts.

Periods of market dislocation can create aftractive investment opportunities, but the current
environment continues to require patience and a defensive approach. Exit delays, limited
distributions and valuation pressure may persist longer than anticipated. Maximizing value for
unitholders will therefore require careful capital allocation, prudent balance-sheet management
and a willingness to hold quality assets until more favourable realization opportunities emerge.

A broader recovery in private markets will likely require more stable economic and frade
conditions, lower financing costs, more dependable exit markets and a sustained improvement
in distributions to limited partners. Until those conditions are established, the Fund will remain
focused on protecting assetf value, managing liquidity carefully, reducing debt where appropriate
and treating all unitholders fairly while restoring financial flexibility and positioning the portfolio for
an eventual recovery.
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RESULTS OF OPERATIONS

Current Portfolio of Underlying Investments

KPEF is structured to give investors broad and strategic access to private equity opportunities
through a well-diversified portfolio that includes:

e Primary Fund Investments: Exposure to venture, growth, and buyout funds to ensure risk-
managed diversification, along with direct investments that aim to enhance returns—
all within a single investment vehicle.

e Secondary Investments: Opportunistically acquired to capitalize on market dislocations
and liguidity-driven sales.

e Geographic Focus: Primarily concentrated in Canada and the U.S., reflecting the
Manager's core expertise and conviction in these regions’ long-term opportunifies.

This strategy is underpinned by the Manager’s active approach to sourcing high-quality deal
flow and hands-on portfolio management. KPEF leverages its scale and the Manager’s deep
relationships with top-tier private equity firms, providing investors with access to deals and
managers that might otherwise be out of reach.

As of June 30, 2026, KPEF held investments in 62 primary funds, 3 secondary fund portfolios, 4 funds
managed by the Manager and 52 direct investments. The Manager continuously reviews new
private equity opportunities to advance KPEF's long-term objectives. In line with the Declaration
of Trust, it also sefts target portfolio weightings by region, investment type, and sector. These targets
are expected to adjust over time, based on evolving market conditions and investment
opportunities.

Private equity holdings in KPEF are initially valued at cost, which may remain the best estimate
of fair value shortly after acquisition. Over time, valuations may be refined using market-based
methodologies, including:

e Comparable Company Analysis: Applying relevant valuation mulfiples to key financial
or operational mefrics.

e Precedent Transactions: Referencing recent third-party transactions involving similar
businesses.

e Third-Party Observations: Considering inputs from market participants and data
providers.

The valuation process takes info account company-specific attributes, market dynamics, and
structural features of the investment. For venture and growth-stage deals, securities often include
downside protection features (e.g., liquidation preferences), reducing downside exposure while
preserving upside potential. This creates a valuation profile that is intentionally asymmetric—
limiting risk while maximizing potential return. This asymmetric principle also applies to select fund
investments in the portfolio, where structural elements protect against capital loss without capping
upside participation.
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The portfolio allocation weightings as at June 30, 2026, are set out below:

Geography United
States
48.5%

Investment Type

Sector

PORTFOLIO ALLOCATION WEIGHTINGS
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KPEF Indusiry Weightings of Private Equity Investments (Fair Value)

In addition to the 52 direct investments in private companies, the KPEF portfolio as of June 30,
2026, 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.

Media Other
Energy 02% 09%
6.6%

Financials

6.3%
Consumer

Discretionary

22.3%

Consumer Staples
1.8%

Industrials
12.7%
Information
Technology
29.1%
Healthcare
20.0%
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KPEF NET ASSET VALUE

Investments:

As of June 30, 2026, KPEF held investments totaling $1.6 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 decreased by $220 million
during the quarter due to net sales of investments and a net decrease 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 held in cash, consistent with the overall
objectives of liquidity, capital preservation and an appropriate refturn.

As of June 30, 2026, KPEF held Liquid Investments totaling $16 million, representing a decrease of
$187 million from the $203 million of Liquid Investments held at June 30, 2025. Liquid Investments
comprise 1.4% of the NAV.

KPEF UNITS ISSUED AND OUTSTANDING

As of June 30, 2026, KPEF had issued five classes of Units, Class C Units, Class E Units, Class G Units,
Class | Units and Class M Units. KPEF's issuances included 990,263 Class E Units, 28,618,824 Class G
Units, 11,349,749 Class C Units, 3,462,839 Class | Units and 1,819,161 Class M Units.

Units of KPEF are listed on FUNdSERV, under the symbol KEN 130 (Class C Units) KEN 105 (Class E
Units), KEN 115 (Class G Units), KEN 147 (Class | Units) and KEN 135 (Class M 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 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 Class |

Units Units Units Units Units Units Units Units Units

Net Asset Value ($) - - 20,143,252 724,317,171 - 301,244,231 51,356,371 - 91,914,489

Units Outstanding - - 990,963 28,618,824 - 11,349,749 1,819,161 - 3,462,839

Operating MER % - - 3.56% 2.55% - 1.80% 0.42% - 1.80%

Fund of Fund expense
(recoverable) % - - 1.14% 1.14% - 1.14% 1.13% - 1.14%
Total fee % - - 4.70% 3.68% - 2.93% 1.55% - 2.93%
For the quarter ended June 30, 2025

Class A Class F Class E Class G Class U Class C Class M ClasslL Class|

Units Units Units Units Units Units Units Units Units

Net Asset Value ($) 3,519,733 669238 25,239,242 832,350,828 - 426,460,140 61,594,927 48,663,243 i

Unifs Outstanding 111,400 18,783 1,003,306 26,865,816 - 13,219,022 1,819,156 1,563,565 -

Operating MER % -
2.79% 2.55% 2.62% 1.77% 1.95% 1.45% 0.32% 2.02%

Fund of Fund expense )
(recoverable) % 1.28% 1.29% 1.29% 1.29% 1.16% 1.28% 1.28% 1.29%

Tofal fee % 4.07% 3.84% 3.91% 3.06% 3.12% 2.73% 1.60% 331% -
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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

Class A Class F Class E Class G Class C Class M Class L Class |
$ $ $ $ $ $ $ $
- - 186,406 5,432,714 2,226,866 362,459 - 677,508
- - (334,484) (10.829,026) (3,933,239) (407,568) - (1,201,869)
- - (0.33) (0.38) (0.35) (0.22) - (0.35)
- - 20,143,252 724,317,171 301,244,231 51,356,371 - 91,914,489
For the quarter ended March 31, 2026
Class A Class F Class E Class G Class C Class M Class L Class |
$ $ $ $ $ $ $ $
(4,782) (211) (1,246,198) (43,661,561) (18,151,247) (3,074,824) (73,249) (5,536,567)
(45,438) (8,289) (1,722,879) (57,785,409) (23,679,281) (3,849,078) (662,805) (7,222,523)
(0.62) (0.67) (1.71) (2.11) (1.64) (2.02) (0.57) (2.09)
- - 20,929,892 735,122,024 305,268,872 51,763,939 - 93,116,358
For the quarter ended December 31, 2025
Class A Class F Class E Class G Class C Class M Class L Class |
$ $ $ $ $ $ $ $
(288,735) (54,975) (2,073,820) (68,120,004) (30,227,605) (5,098,833) (4,496,014) (9.215,981)
(352,521) (66,465) (2,552,818) (81,797,164) (35.626,982) (5,844,460) (5,364,755) (10,862,176)
(3.14) (3.54) (2.54) (3.06) (3.14) (3.21) (3.06) (3.14)
3,136,801 597,620 22,515,519 740,784,865 329,102,693 55,613,017 48,912,398 100,338,881
For the quarter ended September 30, 2025
Class A Class F Class E Class G Class C Class M Class L Class |
$ $ $ $ $ $ $ S
34,446 6,552 247,162 8,090,297 3,612,830 604,084 529,698 1,095,151
(30,411) (5,153) (220,905) (5,299,921) (1,705,760) (137,623) (338,314) (513,944)
(0.27) (0.27) (0.22) (0.20) (0.15) (0.08) (0.19) (0.15)
3,489,322 664,085 25,068,337 823,610,026 364,729,674 61,457,477 53,144,387 111,201,057
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RELATED PARTY TRANSACTIONS

The KPEF investment portfolio includes investments in four funds managed by the Manager. KPEF
has invested $3,497,394 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 I, L.P., which will be drawn by the fund over a 12-year
period, and committed $72,500,000 to Kensington Venture Fund lll, L.P., which will be drawn by
the fund over a 12-year period.

As of June 30, 2026, the total amount funded by KPEF into Kensington Venture Fund, L.P.,
Kensington Venture Fund I, L.P. and Kensington Venture Fund Ill, L.P. was $24,508,653,
$21,546,588 and $29,970,626, 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 29, 2026.

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 fo 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 fime 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
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