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Selling a Distressed Entity  
When you envision selling your company, you hope it’s healthy and in the most appealing state for buyers in the 
market. Unfortunately, that’s not always the case. The economic adage – “sell high, buy low” is not applicable 
when one is required to sell a distressed entity. 
 
Generally, a distressed entity needs to rely on non-tangible assets to yield the optimal value.  For example – 
customer list, intellectual property, management team, etc. A few things to consider when trying to sell your 
distressed entity:  
 
• Be candid: Do not hide the problems.  Once the buyer commences the 

due diligence, they will find the issues and then some – so be forthright. 
• Be realistic about the enterprise value: If possible, have a 

professional valuation performed on the business.  
• Highlight your strengths: Perhaps you’re not in the most financially 

stable position, but your executive team may be a critical component of 
the team that can take your company to the next level.  

• Work with a proven counsel and financial advisor:  More than likely 
this will not be your current tax preparer or corporate counsel – you 
need professionals that are aware of all the nuances of these 
transactions.  

• If the company is in distress: Do not delay in your decisions. Time is 
the #1 factor.   

• Be prepared: Have all the financial statements, corporate information, 
and operational information available to the potential buyers in a 
professional format and structure. 

• Don’t lose hope or focus: Selling a distressed entity requires a lot of time and focus. You can’t drop 
everything to try and sell your business, otherwise it will further decline. Keep morale up and work on 
improving your business as much as possible during the process.  
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 2018 Investment Trends
 

Source: 2018 Private Capital Markets Report 
 Prepared by Lakelet Capital

 

Where Funds are Choosing to
Allocate their Investments

 

Sound Due  
Diligence 
Process

11

Direct Investments Buyout Private Equity

Real Estate Funds

27%
 19%

 16%
 

Direct Investments Buyout Private Equity

Growth Private Equity

14%
 

14%
 12%

 

The Investments with the Highest
Return 

  

12%
 

Under $50 million (27.27%) $50 - $499 million (27.27%)

$500 - $999 million (6.06%) $1 - $4.99 billion (18.18%)

$5 - $10 billion (6.06%) More than $10 billion (15.15%)

 Assets under Management 
or Investable Funds

  

64% of respondents believe
that general business

conditions will improve
over the next 12 months 

  

64% of respondents believe
demands for loans will

increase
  



 

What are Service Organization Controls (SSAE-18)?   

If a service company provides a service to another organization that could influence its financial position, data, or 
security, then the original service company may be required to have an SSAE-18 (Statements on Standards for 
Attestation Engagements) engagement or audit performed. The SSAE-18 audit provides assurances to clients of the 
service organization that pertinent processes and systems are in place to mitigate the risks associated with having a 
third-party partner.  
 
The SSAE-18 engagement and the associated audit process has become the "de facto" standard for service 
organizations. Accordingly, more service organizations are complying with this new set of standards. As a result, the 
SSAE-18 and associated audits are becoming synonymous with the "Good Housekeeping seal of approval." 
 

Why is SSAE-18 Compliance Necessary?  

In this post-Enron era, there are a number of reasons why more service 
organizations are being asked to become SSAE-18 compliant. However, it 
primarily stems from the surge of legislation, such as the Health Insurance 
Portability and Accountability Act of 1996 (HIPAA), the Gramm-Leach-Bliley 
Act of 1999, and most notably, the Sarbanes-Oxley Act of 2002 (SOX). 

Collectively, these rulings advocate protection of privacy, corporate 
accountability, and establishment of internal controls throughout the 
organization. Thus, a need was created in many industries for a due 
diligence process that can aggregate many of the principles found within 
these three acts and provide companies with a high level of assurance and 
confidence when using service organizations for outsourcing critical 
business functions.   

 

Applicable Service Organizations 

Some examples of industries that may require SSAE-18 include: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 

Service Organization Controls  



 

SSAE-18 SOC Reports 

 

To provide a standard framework for CPAs to examine controls and to help management understand the related 
risks, the American Institute of Certified Public Accountants (AICPA) has established three Service Organization 
Control (SOC) reporting options (SOC 1, SOC 2 and SOC 3 reports). Before diving into the quagmire of report 
options and type of engagements surrounding the SSAE-18 reporting and its associated audits, the key question 
for the service requiring the engagement needs to be - who are the final audiences for this report?  
The difference of the aforementioned reports and the types of engagements are significant and address different 
aspects of the service organization.  
 
To learn more about the different types of SOC reports, visit our website at https://www.lakeletag.com/service-
organization-controls/.  
 

Our Team   
 
Lakelet Advisory Group offers an efficient and integrated solution for 
companies needing to comply with SSAE-18. Combining the audit expertise of 
CPAs with the efficiency focus of Lean Six Sigma Master Black Belts, we work 
with you to build your relevant SOC report, perform all necessary audits, and 
enhance the efficiency of your controls. 
 
The audit process is extremely complex and requires expertise in an array of 
unique areas beyond accounting / financial – these include, but are not limited 
to, industry knowledge, SSAE-18 experience, technology, and risk 
management. Lakelet was at the forefront of SSAE-18 and its predecessor 
SSAE-16, and has over 40 years of experience auditing high risk 
engagements. Designing and implementing effective controls requires a 
disciplined approach to risk mitigation and data analytics. Lakelet ’s Master 
Black Belts have revolutionized continuous improvement systems over the 
past decade, working with private equity partners to leverage time -tested large 
corporation business practices to increase profitability of small and mid -sized 
businesses. Our team members also hold the Advanced SOC for Service 
Organizations Certificate, making them true experts in SSAE -18.  

What’s Happening with Lakelet This Quarter?  

• Leigh Caldwell, vice president of Lakelet Advisory Group, was a speaker for the NYS Society of CPA’s 

Bankruptcy and Restructuring Committee. Her presentation was titled “Offer in Compromise with the IRS.” 
• Michael Koeppel, president and founder of Lakelet Advisory Group, recently received his Certification in 

Advanced SOC for Service Organizations. To learn more about our services and our differentiated team, visit our 

website at https://www.lakeletag.com/service-organization-controls/. 

• Lakelet Capital is a proud sponsor of the First Thursday Networking events in Buffalo, NY. Look out for our 

monthly emails to learn where and when they will be held. To be put on our distribution list, email 

info@lakeletag.com.  

• Lakelet is interested in acquiring distressed / troubled entities. If you know of any companies that fit our target 

profile below, please email us at MKoeppel@LakeletAG.com.   
• Annual revenue in excess of $15 million;  
• Willing to allow Lakelet and its team to acquire majority control; 
• Industries with barriers to entry and / or intellectual property;  
• Ideal industries: niche manufacturing, business services, technology,  
       healthcare, distribution, and consumer goods; and 
• Lakelet’s geographical focus is in the U.S and Canada. 

 

 

 

“If you feel like it's difficult to change, you will 

probably have a harder time succeeding.” 

~Andrea Jung  

Lakelet Advisory Group LLC  

Contact Us 

Lakelet Advisory 
Group 
50 Fountain Plaza 
Suite 360  
Buffalo, NY 14202  
 
(888) 971-3244 

info@lakeletag.com 

Visit us on the web at 

www.LakeletAG.com
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