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Lakelet Advisory Group LLC (“LAG”) is pleased to announce that it has acquired Soteria Medical, LLC based in Miami, Florida.  

Soteria Medical, LLC is a medical device company that has invented a diagnostic device that addresses cardiovascular issues. 
Their flagship product is the Soterogram, a noninvasive diagnostic procedure that provides early detection and quantification of 
coronary artery diseases (“CAD”). CAD is the leading cause of death in the western world. Of the 2.5 million deaths in the US 
each year, CAD is responsible for over 50%. To date, the Soteria medical procedures have been performed on over 10,000 
patients, both in the United States and internationally.  

Michael R. Koeppel, managing director and founder, of Lakelet Advisory Group LLC believes that “This investment will allow 
Soteria Medical, LLC to utilize LAG’s medical device expertise and network to facilitate the commercialization of the product into 
additional markets. LAG looks forward to working with the Soteria team and leveraging the foundation they have developed.” The 
corporate office, R&D, operations and support will remain in the Miami office. However, the sales and marketing teams will be 
centralized in Western New York.  

Soteria Founder and former CEO, Dr. Jeffrey Raines, will become a member of the board and Chief Medical Officer. Dr. Raines 
stated, “This is an outstanding opportunity for our proven technology and services to expand.”  
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 "Would you like me to give you a formula for success? It's quite simple, really: 
Double your rate of failure. You are thinking of failure as the enemy of success. 

But it isn't at all. You can be discouraged by failure or you can learn from it, so go 
ahead and make mistakes. Make all you can. Because remember that's where 

you will find success."  
~Thomas J. Watson  



 

When a company begins to fail, it’s bad news for all 
those vested in the organization, including the 
leadership team, suppliers and investors. However, 
for those who specialize in buying distressed assets, 
it’s good news in the form of a potential opportunity.  

Whether the reason for the decline is bankruptcy, 
excessive debt or regulatory constraints, these entities 
are typically priced at less than market value, meaning 
there’s a chance to make a profit, sometimes a 
significant one.  

That said, where do you find the best possibilities 
when it comes to distressed entities? And how do you 
assess whether they’re a true bargain or a big mistake 
waiting to happen? Here’s what you should know 
before you make a move.  

 

Where to Find Distressed Assets 

When it comes to finding troubled entities, there are plenty out there. In fact, according to JPMorgan, there was 
substantial distressed activity in 2015 and 2016 ended with the 5th highest yearly default total on record. In 2016, 62 
companies defaulted on $59.3 billion in debt, which is a 57% higher rate than the $37.7 billion of defaults in 2015. 

But not all these opportunities are created equal. You want a sound investment vehicle, not hassles and headaches 
down the line.  

To find distressed entities, there are a few reliable sources you can look to. These include: 

• Banks: Many distressed businesses are owned by a single bank or multiple banks, or a bank will be the key 
stakeholder. When a bank owns the business, the process can be longer and more complicated since they’ll 
have different priorities than those of a corporate seller.  

• Attorneys: Attorneys who represent the workout lender generally know which arrangements lenders want to exit 
from, how quickly and how much they’re going to ask.  

• IRS liens: A standard listing of business liens is published quarterly in the IRS Automated Lien System 
database. Information includes lien ID number, TP ID number, TP name and address, and lien status.  

• Accounting firms: Since they work on the finances of firms, they generally know who’s in good shape, who’s not 
and where future opportunities are coming from.  

Challenges When Buying Distressed Assets  
It comes as no surprise that there are many different challenges associated with buying distressed assets. It’s certainly 
not for the faint of heart. However, it can be a profitable investment strategy with the right approach; this includes being 
aware of some of the common challenges to expect.  

One of the biggest involves timing. When buying distressed assets, you have to move fairly quickly with your decision. 
That’s not always easy when you don’t have all the facts and financials in place; however, in most cases, the owners of 
the leadership team don’t have the luxury of  time.  

Another sizeable challenge involves the owners and/or leadership team. They often view the company as having more 
value than what it’s really worth, even though it’s in a state of distress. That’s why performing thorough due diligence 
quickly – especially in terms of the financials and legal standing of the company – is critically important. Oftentimes, facts 
uncovered can bring the owner back into the realm of reality, so they fully understand the situation and what’s 
reasonable to expect in terms of offer price.  

Buying Distressed Entities: What to Consider Before 
Making a Move 



 

You know that if you’re buying a house, you need an inspection. The same goes if you’re acquiring a software company. After 
all, with the average software acquisition heading into the neighborhood of $1 billion in value, there’s a lot at stake.  

However, the due diligence you’d perform in the tech world is a bit different than what you’d find in other industries, such as 
manufacturing. This can lead to both challenges and opportunities.  

For instance, when valuing a manufacturing firm, you’d look at the legal status and financials. Those are important for 
evaluating a software firm, but so are other areas, like intellectual property, operational systems, hardware and software.  

It’s also vital to nail down exactly what’s included in the purchase price in terms of the technology being bought. Part of this 
means confirming that all the rights to the software and any technology they produce are in fact owned by the company you’re 
considering acquiring. This may all seem obvious, but you’d be surprised at the number of surprises that derail a potentially 
lucrative deal in the 11th hour.  

Some other steps to take during the due diligence include:  

Get buy-in from the existing software engineering team.  

If you acquire the company, you need an engineering team that’s on board and able to keep the product on track. That’s why 
getting buy-in from them from the start is so important. Not only will this help to facilitate a smoother transition should you 
acquire the firm, but it can help you to gain more in-depth insight into the product, including who builds it, how it works, how 
long it takes to build, and what can be done to improve the process.  

Check the customer base.  

A company may claim to have a lucrative customer 
base. But it’s up to you to perform due diligence to 
confirm this. For instance, who are their top 20 
customers and how much revenue is generated from 
each? When you have the answers to these kinds of 
questions, you can ensure you’re purchasing what 
the company is claiming that they have.  
 
Test the product.  

Make sure the product is high quality and built 
correctly so that it works properly and meets the 
needs of customers. Review the source code. Find 
out how bugs are found and fixed. And talk to 
customers about their satisfaction with the product. 
This will also help you to identify both operational and 
legal challenges that could arise, so you can assess 
whether it’s a risk you want to take.  

Map out the future.  

Beyond evaluating where the company is with its product, be sure to look where it can go as well. For instance, can the same 
product be used in a different market? If so, what modifications would need to be made and at what cost? Answering these 
kinds of questions can give you more insight into the full potential of the opportunity and whether it’s something worth 
pursuing.  

In 2018, there were $60 billion in tech deals made in Q1, with the $9.6 billion acquisition of CSRA by General Dynamics being 
the most expensive. Clearly, there’s a lot of opportunity in the technology sector, as well as plenty of risk.  

That’s why, when considering acquiring a software company, the best way to understand the organization and their product is 
to work with a professional consultant who has experience in the IT industry. If you already own a software company, this 
might be a necessity due to issues with competitive intelligence. Even if you don’t, an objective perspective from an 
experienced third party can help you better assess the risks and opportunities, all so you can more accurately evaluate the 
potential investment.  

 

 

Due Diligence When Acquiring Software Companies 



 

• Check out our most recent infographic on our website, 2018 Occupational Fraud and 
Abuse.  

• Lakelet recently conducted a SOC 2 Type I and Type II engagement. Visit Lakelet’s 
website to read this case study and find out how our services can benefit your 
organization.  

• Distressed entity business valuations can be extremely complex. Visit the resources 
section of our website to read more of our case studies and to view our video blogs on 
this topic.  

 

 
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

Top Industries for Deals in 2018 

What’s Happening with Lakelet This Quarter? 

1. Financial Services—According to 
Pepperdine’s 2018 Private Capital 
Markets Report, 25% of respondents 
reported financial services as the 
industry investment class offering the 
best risk/return trade-off. The 
financial services industry has 
benefited from the election with 
investors hopeful for rising rates and 
a positive economic future. The 
financial services industry is 
constantly evolving, so while there 
are many benefits, there are also 
risks. The risks include regulation, 
litigation and dependence on 
changing economic conditions. 
However, almost every business and 
every consumer are also users of 
financial services, so we believe the 
reward is worth the risks.  

2. Information Technology—One thing 
remains constant, technology will 
always be developing and people will 
always want to be ahead of the 
change. While it may be a large 
investment up front, its reward can be 
monumental.  We often hear about 
the big losers involved in technology 
deals, but most of the time those 

don’t hold the title of losers for very 
long. Take Microsoft and Apple as an 
example. While everyone would 
classify those companies as winners, 
there were times where they fell 
behind and had to play catch up.  

3. Consumer Goods & Services— 
This industry can be scary, because it 
depends on consumers having the 
need and desire to buy services. We 
believe its ability to be a top industry 
for deals is due to consumers 
benefiting from rising incomes, low 
employment and low inflation. Even 
during tough economic times, 
consumers still need to buy the 
necessities. So while trying to save 
money they may skip going out to a 
restaurant, but they would still go to a 
grocery store to buy food. Also, we 
believe it’s smart to invest in 
businesses you understand. If 
investing in a software company is 
too scary because you don’t 
understand the business, you can 
simply visit a grocery store and see 
how they make money.  

4. Basic Materials & Energy—This 
sector is one that is often overlooked 

as playing a major part in every other 
sector. While we touched on the main 
sectors like technology and consumer 
goods and services, you would need 
basic materials to actually provide 
those services. A major concern in 
this industry are the huge headlines 
pertaining to the disregard of our 
planet and the environment; it doesn’t 
leave people with a lot of faith in the 
future. In our opinion, this isn’t 
reflective of the whole outlook for the 
industry. Again, the positive outlook 
of the economy drives us to believe 
this sector will come out on top.  

5. Manufacturing—This industry goes 
hand in hand with the information 
technology industry's need to stay on 
top. Making equipment has evolved 
and will continue to evolve; it’s not as 
black and white as it once was. With 
the new technology, this industry 
should thrive in 2018. This sector is 
often overlooked as well, due to the 
glamour of the technology industry, 
so most people consider this the less 
attractive industry.  


