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Independent Auditor’s Report

To the General Partner of
Landmark Equity Partners III, L.P.

We have audited the accompanying financial statements of Landmark Equity Partners III, L.P.

(the "Partnership”), which comprise the statement of assets, Habilities and partners’ capital as of February
28, 2014 (liquidation basis) and December 31, 2013 (going concern basis) and the related statements of
operations, of cash flows, and of changes in partners’ capital for the period from January 1, 2014 to
February 28, 2014 (liquidation basis) and the year ended December 31, 2013 (going concern basis).

Management’s Responsibility for the Financial Statements
g

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America, Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, we consider internal control relevant to the Partnership’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Partnership’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinicn, the financial statements referred to above present fairly, in all material respects, the
financial position of Landmark Equity Partners III, L.P. at February 28, 2014 (liquidation %asis) and
December 31, 2013 (going concern basis), and the results of its operations, cash flows, and changes in
partners' capital for the period from January 1, 2014 to February 28, 2014 (liquidation basis) and the year

PricewaterhouseCoopers LLP, 185 Asylum Street, Suite 2400, Hartford, CT 06103-3404
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ended December 31, 2013 (going concern basis), in accordance with accounting principles generally
accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1 to the financial statements, the Partnership liquidated as of February 28, 2014 and
changed its basis of accounting from the going concern basis (which assumes the entity will continue in
operation for the foreseeable future) to the liquidation basis of accounting on January 1, 2014. Our
opinion is not modified with respect to this matter,

Other Matter

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The supplemental schedules on pages 13 through 18 are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare
the financial statements or to the financial statements themselves and other additional procedures, in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the information is fairly stated, in all material respects, in relation to the financial statements taken as a
whole,

@wumw LLp

Hartford, Connecticut
April 7, 2014



Statements of Assets, Liabilities and Partners' Capital
February 28, 2014 (Liquidation Basis) and

Landmark Equity Partners lif, L.P.
} December 31, 2013 (Going Concern Basis)

February 28, December 31,

| Assets 2014 2013
| Cash and cash equivalents $ - $ 1,905,835
Distribution receivable - 53,338
Other assets - 888
| Total Assets $ - $ 1,969,861
i Liabilities and Partners' Capital
!
| Liabilities :
| Accrued expenses $ - % 25,325
| Partners' capital
Contributed capital 281,451,515 281,451,515
' Cumutative net investment income (loss) (50,386,100) (50,363,764}
| Cumutative net realized gain (loss) 620,643,133 620,643,133
Cumulative distributions (851,708,548)  (849,796,348)
Total Partners' Capital - 1,934,536
" Total Liabilities and Partners' Capital $ - $ 1,959,861

The accompanying notes are an integral part of these financial statements.
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i.andmark Equity Partners lil, L.P.

Statements of Operations

For the Period from January 1, 2014 through February 28, 2014 (Liquidation Basis)
and Year Ended December 31, 2013 (Going Concern Basis)

January 1, 2014 Year Ended
Through December 31,
February 28, 2014 2013
Investment income
Interest income 3 12 $ 14
Expenses
Professional fees 17.200 30,832
Insurance expense 2,888 1,773
Other expenses 2,260 3,030
Total expenses 22,348 35,635
Net investment income {loss) (22,336) (35,621)
Net realized gain (loss) on investments - 121,915
Net increase (decrease) in partners' capital from operations $ (22,336) % 86,294

The accompanying notes are an integral part of these financial statements.
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Landmark Equity Partners Ill, L..P.

Statements of Cash Flows
For the Period from January 1, 2014 through February 28, 2014 (Liquidation Basis)

and Year Ended December 31, 2013 (Going Concern Basis)

January 1, 2014 Year Ended
Through December 31,
February 28, 2014 2013
Cash flows from operating activities
Net increase (decrease) in partners' capital from operations 3 (22,336) $ 86,294
Adjustments to reconcile net increase {decrease) in parthers’ capital
from operations to net cash provided by (used for) operating activities:

Net realized (gain) loss on investments - (121,815}
Distributions received from investee limited partnerships 53,338 1,606,028
Changes in assets and liabilities:

Other assets 888 (888)
Accrued expenses (25,325} {3,850)
Net cash provided by {used for) operating activities 6,565 1,665,669

Cash flows from financing activities
Distribution to Partners {1,912,200} -
Net cash provided by {used for) financing activities (1,912,200} -
Net increase (decrease) in cash and cash equivalents (1,905,635} 1,685,669
Cash and cash equivalents, beginning of period 1,805,635 339,966
Cash and cash equivalents, end of period $ - $ 1,905,635

The accompanying notes are an integral part of these financial statements.
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Landmark Equity Partners lll, L.P.

Statements of Changes in Partners' Capital
For the Period from January 1, 2014 through February 28, 2014 (Liquidation Basis)

And Year Ended December 31, 2013 (Going Concern Basis)

Limited General Total

Pariners Partner Partners' Capital
Balance at December 31, 2012 $ 1646784 § 201,458 § 1,848,242
Net investment income (loss) (31,743) (3,878) (35,621}
Net realized gain {foss) on investments 108,627 13,288 121,915
Balance at December 31, 2013 $ 1723668 § 210,868 § 1,934,536
Net investment income {loss) $ (19,898) % (2,438) (22,3386)
Distributions to Partners (1,703,770) (208,430} {1,912,200)
Balance at February 28, 2014 $ - $ - 3 -

NOTE: The allocation of profits, losses and distributions is described in Note 4 to the financial statements. The
allocations of profit and loss above include the General Partner's carried interest allocation of ${2,234) and
$8,629 for the period from January 1, 2014 through February 28, 2014 and the year ended December 31, 2013,

respectively.

The accompanying notes are an integral part of these financial statements.
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Landmark Equity Partners Ill, L.P.
Notes to Financial Statements

February 28, 2014 (Liquidation Basis) and
December 31, 2013 (Going Concern Basis)

1. QOrganization and Purpose

Landmark Equity Partners Ill, L.P. (the "Partnership") is a Delaware limited partnership formed on
November 9, 1992. The General Partner of the Partnership is Landmark Partners ili, L.P., a
Delaware limited partnership (the "General Partner"). The partners of Landmark Partners Ill, L.P.
are Landmark Advisers Inc. {"Landmark"} and certain officers of Landmark (together referred to as
the Partnership's "Management”). The Partnership's operations commenced on March 31, 1993
upon initial capitalization by the General and Limited Partners (collectively the "Partners”). On
three separate occasions between 1996 and 2003, the Partnership released a total of $30,290,909
of outstanding partner capital commitments due to a terminated investment period and minimal
future capital commitments. As of February 28, 2014 and December 31, 2013, total adjusted
committed capital of the Partnership was $281,451,615, of which the General Partner represents
1%, and 100% has been contributed.

The Partnership was formed to acquire a diversified portfolio of interests in established buy-out
funds through secondary market purchases. The Partnership reached the end of the extension
period on December 31, 2009. The General Partner received notification of the liquidation of its
underiying investments in December, 2013, As a result, the Partnership adopted the liquidation
basis of accounting in conformity with accounting principles generally accepted in the United States
of America ("GAAP") effective January 1, 2014, Under the liquidation basis of accounting, assets
are stated at their net realizable values, liabilities are stated at their settlement amount and all
expenses of liquidation have been recognized. The amount of the final distribution of the
Partnership was determined after the final discharge of liabilities. The Partnership was liquidated
on February 28, 2014.

2, Summary of Significant Accounting Policies

Basis of Presentation and Use of Estimates

The Partnership adopted the liquidation basis of accounting in conformity with GAAP effective
January 1, 2014, Prior to this adoption, the financial statements have been presented on the going
concern fair value basis of accounting in conformity with GAAP, which required Management to
make estimates and assumptions that affect the reported amounts of the Partnership's
investments, Partners' capital, revenue and expenses. Actual results were consistent with those
estimates.

Portfolio Valuation

In accordance with the authoritative guidance on fair value measurements and disclosures under
GAAP, the Partnership discloses the fair value of its investments in a hierarchy that prioritizes the
inputs to valuation techniques used to measure the fair value. The hierarchy gives the highest
priority to valuations based upon unadjusted quoted prices in active markets for identical assets or
liabilities (Level | measurements) and the lowest priority to valuations based upon unobservable
inputs that are significant to the valuation (Level Il measurements). The guidance establishes
three levels of the fair value hierarchy as follows:

Levell - Inputs that reflect unadjusted quoted prices in active markets for identical assets or
liabifities that the Partnership has the ability to access at the measurement date;
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Landmark Equity Partners lll, L.P.
Notes to Financial Statements

February 28, 2014 (Liquidation Basis) and
December 31, 2013 (Going Concern Basis)

Level Il - Inputs (other than quoted prices included in Level I) that are either directly or indirectly
observable for the asset or liability, including inputs in markets that are not considered
to be active;

Level [l - inputs that are unobservable.

Inputs are used in applying the valuation techniques and broadly refer to the assumptions that
Management uses to make valuation decisions, including assumptions about risk. Inputs may
include recent transactions, earnings forecasts, market multiples, future cash flows, discount rates
and other factors. A financial instrument's level within the fair value hierarchy is based upon the
lowest level of any input that is significant to the fair value measurement. However, the
consideration of what constitutes "observable" requires significant judgment by Management.
Management considers observable data to be market data which is readily available, regularly
distributed or updated, reliable and verifiable, not proprietary, and provided by independent
sources that are actively involved in the relevant market. An investment's categotization within the
fair value hierarchy is based on the lowest level of significant input to its valuation and does not
necessarily correspond to Management's perceived risk of that investment.

The fair value of the Partnership's investments is determined in good faith by Management.
Further, where applicable, fair value is based on observable market prices or parameters, or
derived from such prices or parameters. Where observable prices or inputs are not available,
Management uses one or more valuation techniques for which sufficient and reliable data is
available. These valuation techniques involve some level of Management estimation and
judgment, the degree of which is dependent on the price transparency for the instruments or
market and the instrument's complexity. Because of the inherent uncertainty in valuing privately
held securities, the fair value used in the Schedule of Investments in Limited Partnerships may
differ from the values that would have been used had a ready market far such securities existed,
and the difference could be material.

Investments in Limited Partnerships

The Partnership’s investment porifolio consists primarily of limited partnership interests in buy-out
funds. Investments in limited partnerships for which readily ascertainable market values are not
available are reported at estimated fair value as determined by Management or at the investment
net asset value ("NAV") as a practical expedient. Investments in limited partnerships are generally
valued based upon the most recent NAV or capital account information available from the general
partner of the investment limited partnership, taking into consideration, where applicable, other
information determined to be a reliable indicator of fair value. The values assigned to investments
in limited partnerships are based upon avaitable information and do not necessarily represent
amounts which might ultimately be realized. Because of the inherent uncertainty of valuation,
those estimated fair values may differ significantly from the values that would have been realized
had a ready market for the investments existed and those differences could be material.

The Partnership acquired interests in certain limited partnerships for a purchase price that was less
than the fair values of the underlying limited partnership interests ("net purchase discount"). The
net purchase discount has been fully recognized.

The Partnership’s cost basis in a limited partnership is initially equal to the purchase price of the
investment. The Parthership’'s cost basis in investments in limited partnerships is then increased by
contributions to the investments, increased or decreased by realized profit and losses, and
decreased by distributions received from the investments.

8 PROPRIETARY AND CONFIDENTIAL



Landmark Equity Partners lil, L.P.
Notes to Financial Statements

February 28, 2014 (Liquidation Basis) and
December 31, 2013 (Going Concern Basis)

Disposal of investments in limited partnership interests can occur through a sale of the interest to
another party or by termination/liquidation of the investee limited partnership. These investments
provide for no liquidity or redemption, are not readily marketable and require consent of the related
general partner to complete a transfer of interest.

Cash and Cash Equivalents

Cash and cash equivalents consisted of cash held at the bank and highly liquid debt instruments
with original maturities of three months or less. At times, bank deposits may be in excess of the
federal insured limit.

Recognition of Profits and Losses

The Partnership's proportionate share of the aggregate net investment income (loss) and net
realized gains (losses) as reported by the general partner of each of the underlying investments in
limited partnerships, is reflected in the accompanying statement of operations as net realized gain
(loss) on investments. The cost basis and fair value of each investment in limited partnership is
increased or decreased by this amount.

Changes in unrealized appreciation (depreciation) from each of the underlying investments in
limited partnerships are included in the accompanying statements of operations. The fair value of
each investment in limited partnership is increased or decreased by this amount.

Investment Income and Expenses
investment income and expenses are recognized on the accrual basis of accounting. Expenses
consist of permitted expenses in accordance with the terms of the Partnership Agreement.

Income Taxes

No federal or state income taxes have been reflected in the accompanying financial statements
since the Partners report their distributive share of the Partnership's results of operations in their
respective income tax returns. Management has reviewed the Partnership's tax return for alf open
years and has concluded that provision for income tax was not required in the Partnership’s
financial statements.

Uncertain tax positions are evaluated to determine whether the Parinership needs to record a
liability for an estimated contingent loss if the information available indicates that it is more likely
than not there is a tax liability incurred at the date of the financial statements. No income tax liability
for uncertain tax positions has been recognized in the accompanying financial statements.

The Partnership files tax returns as prescribed by the tax laws of the jurisdictions in which it, or an
underlying company investment operates. In the normal course of business, the Partnership is
subject to examination by federal, state, local and foreign jurisdictions, where applicable. As of
February 28, 2014 and December 31, 2013, the tax years that remain subject to examination by
the major tax jurisdictions under the statute of limitations is from the year 2010 forward (with limited
exceptions).

3. Fair Value Measurement
All of the Partnership's investments in limited partnerships have been classified within Level lil as

they have unobservable inputs which are significant to the investment valuation and trade
infrequently or not at all (see Note 2).

9 PROPRIETARY AND CONFIDENTIAL



Landmark Equity Partners |, L..P.
Notes to Financial Statements

February 28, 2014 (Liquidation Basis) and
December 31, 2013 {Going Concern Basis)

Level Ill investments may be adjusted to reflect illiquidity and/or non-transferability, with the amount
of such discount estimated by Management in the absence of market information. The fair value
measurement of Level lif investments does not include transaction costs that may have been
capitalized as part of the security's cost basis.

The following table includes a roliforward of the amounts for the year ended December 31, 2013 for
investments classified within Level lll. No investments were held by the Partnership for the period
from January 1, 2014 through February 28, 2014.

Portfolio
Investments
Fair value at December 31, 2012 $ 1,537,451
Distributions received from investee limited partnerships {1,659,366)
Net realized gain {loss) on inestments 121,915

Fair value at December 31, 2013 $ -

The net realized gain (loss) on investments in the table above is reflected in the accompanying
statements of operations. There was no activity for the period from January 1, 2014 through
February 28, 2014.

The Partnership estimates the fair value of its investments in accordance with specialized
accounting guidance for Investment Companies. Accordingly, in circumstances in which net asset
value is equivalent to fair value, the Partnership utilizes the net asset value of the investment (or its
equivalent) without further adjustment,

4, Allocation of Partnership Profits and Losses

Net increase or decrease in partners' capital from operations of the Partnership is allocated, in
accordance with the Partnership Agreement, to the capital accounts of the Parthers so that the
capital accounts reflect the value that the Partners would be entitied to receive if all assets were
fiquidated and the proceeds were distributed in accordance with the terms of the Partnership
Agreement as of the balance sheet date.

The Parinership Agreement specifies that net income will be allocated in proportion to capital
contributions until all of the Partners have been allocated an amount necessary to provide the
Partners with a cumulative per annum return on unreturned capital contributions of 10% and a
return of their capital contributions. Thereafter, net income will be allocated such that the General
Partner receives 10% of all previously allocated net gains ("post-recovery catch-up"}, then 90% to
the Partners in proportion to their respective capital contributions, and 10% to the General Partner.

Net losses will be allocated first to the General Partner to the extent of post-recovery catch-up and
then to ali Partners in proportion to capital contributions. If any Limited Partner's capital account is
reduced to zero through losses and distributions, further losses shall be allocated entirely to the
General Partner. Subsequent income will be allocated to the General Partner to the extent
necessary to offset any losses so allocated.

' PROPRIETARY AND CONFIDENTIAL



Landmark Equity Partners lll, L.P.
Notes to Financial Statements

February 28, 2014 {Liquidation Basis) and
December 31, 2013 (Going Concern Basis)

The Partnership's distribution provisions are consistent with the allocation provisions described
above. Distributions of cash and/or property shall be made at such times as determined by the
General Partner.

Upon liquidation, the remaining assets, gains and losses of the Partnership were allocated
pursuant to the Partnership Agreement.

As of February 28, 2014 and December 31, 2013, none of the Limited Partners have a greater
than 10% share of the Partnership’s capital commitments.

5. Investment Advisory Services and Fees

No investment advisory fees have been charged since expiration of the Parinership's extended
term.

6. Risk Factors

The Partnership's investing activities expose it to various types of risk that are associated with the
investments and markets in which it invests. The significant types of financial risks to which the
Partnership is exposed may include, market risk, liquidity risk, and other additional risks. Certain
aspects of those risks are addressed below.

Market Risk
Market risk encompasses the potential for both losses and gains and includes price risk and
interest rate risk.

Concentration Risk

The partnership has made investments in limited partnerships concentrated in various industries
domiciled in various regions. Consequently, limited partnership performance may be favorably or
unfavorably affected by the perfformance of individual investments in those regions.

Operational Risk

Operational risk is the potential for loss caused by a deficiency in information, communications,
transaction processing and settlement, and accounting systems, Management and its service
providers maintain controls and procedures for the purpose of mitigating operational risk,

Legal, Tax and Regulatory Risks
Legal, tax and regulatory changes could occur during the term of the Partnership that may
adversely affect the Partnership, its investments or its Partners.

The Partnership may be subject to a variety of legal risks, particularly in consequence of the
possibility that one or more limited partnership investment or underlying portfolio company will face
financial or other difficulties during the term of the Partnership's investment. The kmited
partnership interests and underlying portfolic companies will generally involve a significant degree
of financial and/or business risk. The limited partnership investments and the portfolio companies
may face intense competition, changing business, political or economic conditions, or other
developments that may adversely affect their parformance.
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Landmark Equity Partners lll, L.P.
Notes to Financial Statements

February 28, 2014 (Liquidation Basis) and
December 31, 2013 (Going Concern Basis)

7. Contingencies and Commitments

In conjunction with the Partnership’s investment activities, the Partnership is a party to agreements
having certain representations and warranties. As such, the Partnership may, from time to time, be
party to suits and claims arising in the normal course of business. Management is not aware of
any such suits or claims.

In the normal course of business, the Partnership enters into contracts that contain a variety of
representations and warranties and which may provide general indemnifications.  The
Partnership’s maximum exposure under these arrangements is unknown, as this would involve
future claims that may be made against the Partnership that have not yet occurred. However,
based on experience, Management expects the risk of loss to be remote.

8. Financial Highlights

The Partnership is required to disclose the following financial highlights for the Limited Partners'
interest in the Partnership. The ratios of total expenses to weighted average Limited Parttners'
capital and of net investment income (loss) to weighted average Limited Pariners' capital are
calculated for the Limited Partners as a class for the period from January 1, 2014 through February
28, 2014 and for the year ended December 31, 2013. Internal rate of return {"IRR"} of the Limited
Partners since inception has been computed based on monthly cash flows and the residual value
at the end of the peried, net of ali incentive allocations and fees.

January 1, 2014 Year Ended
Through December 31,
February 28, 2014 2013

Total expenses to weighted awerage Limited Partners' capital 1.20 % 1.893 %
Total expenses plus General Partner profit allocation to weighted

average Limited Partners' capital 1.06 % 245 %
Net investment income {loss) to weighted average Limited Partners’ capital (1.19} % {1.93) %

The net IRR of the Limited Panners since inception is 33.58% as of February 28, 2014 and
December 31, 2013.

The ratios and returns above are based on investment values as reported in the accompanying
financial statements. An individual investor's total expense ratio, total expenses plus General
Partner profit allocation ratio, net investment income (loss) ratio and net IRR may vary based on
the timing of capital transactions. The total expenses and net investment income (loss) ratios
reflect the expenses and net investment income (loss) of the Partnership as reported on the
accompanying statement of operations and therefore do not include the Partnership's share of
expenses and net investment income (loss) from its investments in limited partnerships.

9. Subsequent Events
The Partnership has evaluated the events and transactions that have occurred through April 7,

2014, the date the financial statements were available for issuance, and identified no events or
transactions that have occurred requiring recognition or disclosure in the financial statements.
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