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A WORD FROM DELOITTE

Internal controls: A company’s not-so-

secret weapon

Heather Gates 

Audit & Assurance Private 

Growth Leader, Deloitte & 

Touche LLP  

With more than 30 years 

of financial services 

experience, Heather 

serves as the national 

Private Growth Leader, with oversight of the Deloitte 

Private, Emerging Growth Company, and Private Equity 

businesses within Audit & Assurance.
Let’s go back in time a few years. It’s 

2021, company valuations are sky-high, 

and an incredible amount of funding is 

being acquired across the board.2 These 

types of peak capital-raising times are 

great, but you know that old saying: 

“What goes up must come down.” 

Turns out, what’s true for gravity is also 

true for the VC market. 

Now back to present day. We’re halfway 

through 2024, and the VC market 

remains besieged by tough conditions. 

IPO and M&A activity has decreased. 

The roaring 20s have lost their roar. 

Fortunately, we have Deloitte’s Heather 

Gates and Kirsten Vosen, with a 

combined 60 years of experience in 

the VC ecosystem. They provide their 

insights on the many factors that it 

takes to find capital in this tougher 

economic climate, including thoughts 

on the importance of strong internal 

controls—an integral part of operations 

that can help mitigate risk and add 

business value. For companies trying 

to navigate today’s lean economic 

environment, it can mean the difference 

between thriving or nosediving. Venture 

further to learn our insights.

In 2024, it’s survival of the 

financially fittest

The capital-raising market, from 

venture funds to PE, has experienced 

a roller coaster ride.3  Despite 

abundant dry powder—funds ready 

for investment—investors have 

been hesitant to inject money into 

companies. External factors have come 

into play too, like global uncertainties, 

inflation, interest rate fluctuations, and 

upcoming elections. 

However, recent lower valuations are 

leading to second looks from investors. 

We’re starting to see a slight uptick 

in M&A activity. Looking ahead, we 

think the rest of the year could lead to 

a recalibration of valuations into more 

typical levels. 

Some companies are preparing for 

potential IPOs, indicating a motivation 

to capitalize as market conditions 

begin to stabilize. Debt costs can 

play a crucial role in these decisions. 

Companies often pair equity rounds 

from VC or PE funds with venture debt 

rounds, a cost-effective way to extend 

their runway. However, recent banking 

challenges and rising interest rates 

have tightened the venture debt arena, 

making it more difficult for companies 

to secure additional funding. 

Despite the downturn, resilient 

companies are set to emerge stronger, 

as we’ve seen in the past. This is where 

those internal controls we mentioned 

become so important. Proper internal 

controls give a company a clear picture 

of where it stands financially, while 

offering a level of financial transparency 

a cautious VC requires before funding. 

Internal controls as a 

competitive advantage

Organizations need accurate 

information to make effective decisions. 

With the shift to cloud-based systems, 

access to data should be more precise 

and trustworthy. Internal controls 

provide essential checks and balances. 

You don’t want the wrong data driving 

your strategic decisions. Properly 

implemented internal controls could 

contribute significantly to long-

term success.

Kirsten Vosen

Audit & Assurance 

Private Leader, Deloitte & 

Touche LLP

With more than 30 years 

of audit and accounting 

experience, Kirsten serves 

as the Audit & Assurance 

Private Leader, focused on strategic growth in the 

private segment. In addition, she serves as the Partner 

in Charge of Private Company Matters in the National 

Office Audit Group at Deloitte & Touche LLP.

2: “IPO Process: Accounting and Considerations Guide,” Deloitte, August 11, 2023. 

3: “Reckoning Looms for Past VC Excesses as Market Forces Valuation Reset,” PitchBook, Marina Temkin, May 19, 2022.
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A WORD FROM RSM
Insourcing, outsourcing, and co-sourcing: 
Which is right for you?
Weighing the benefits and drawbacks: What to 
consider and why

Funds are being scrutinized more than ever in today’s 
challenging fundraising environment. Investment advisors 
of all types find themselves at the mercy of demands 
from regulators and prospective investors alike, and these 
demands have not shown signs of slowing.

One timely example is the stringent standards issued by the 
Securities and Exchange Commission (SEC) requiring more 
detailed LP reporting and due diligence performed on service 
providers, including auditors and fund administrators. These 
increased demands have put more pressure on funds not only 
to create an effective operating model but also to assess that 
model on a regular basis.

What is co-sourcing?

Co-sourcing is a hybrid fund administration model where the 
people are outsourced but the technology is insourced. In 
simple terms, it means your fund administrator can log in and 
utilize your firm’s instance of fund administration technology.

Private fund CFOs too often are putting out fires or bogged 
down in their daily work to consider strategic changes to 
their operating model. The goal of this article is to provide 
you with an unbiased primer on co-sourcing, including some 
pros, cons, and questions to consider when deciding the right 
model for your firm.

Co-sourcing versus insourcing

Advantages

• Operational independence: As we witnessed on the 
back of the Madoff scandal and the passing of the Dodd-
Frank Wall Street Reform and Consumer Protection Act, 
regulators and investors have a growing desire to see 
the administration of funds being conducted by third-
party providers.

Adam DePanfilis
Director, RSM US

Adam DePanfilis is a director of RSM US 
LLP’s fund administration practice (RSM 
Fund Services+). He is responsible for 
developing strategy, assisting clients with 
business initiatives, and driving operational 
efficiency. He brings over 20 years of direct 

asset management experience, having served the industry in varying 
capacities.

Louis Crasto
Senior Director, RSM US

Louis Crasto is a national co-leader for RSM US 
LLP’s fund administration practice (RSM Fund 
Services+). He brings over 20 years of senior 
executive experience in the alternative asset 
industry, including 10 years as a chief financial 
officer for various private equity firms.

• Cost to management company: Traditionally, insourced 
operations teams are expensed as overhead to the 
management company where outsourcing administration 
can, in most cases, be passed through as a fund expense. 
When combined with the desire of LPs to have a level 
of independent oversight, it can be a win-win for both 
GPs and LPs.

• Scalability: Are the challenges of running a lean back 
office amid fear of staff turnover keeping you up at night? 
While turnover happens at every organization, it can be 
more effectively absorbed and the disruption minimized at 
a larger fund administration organization.

Disadvantages

• Perceived quality of resources: As a self-administered 
firm, you thoughtfully handpicked each engagement team 
member based on experience, education, and intangibles 
(for example, cultural fit). By outsourcing the people 
aspect of the team, you are relying on your administrator 
to hire and allocate the right team to your engagement.
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• Administrator dependency: Any time you gain 
independence by outsourcing, you end up lessening your 
control over processes and timing, which increases your 
reliance on that independent provider. While LPs and 
regulators find comfort in this, you as the CFO may find the 
need to amend how you manage your own expectations.

• Process transparency: Just as you have added reliance on 
your administrator, with co-sourcing you also lessen the 
visibility you have into detailed processes. 

Co-sourcing versus outsourcing

Advantages

• Transparency to information and activity: Co-sourcing 
ensures you have 24/7 access to your data for reporting 
and/or review. It also allows for greater ability to monitor 
your administrator’s work. This is even more important 
with the proposed new SEC rules, including but not limited 
to the requirement to regularly assess the performance of 
material service providers.

• Your choice of technology: When co-sourcing, you 
can make sure that your administrator is utilizing the 
technology you feel is the right fit for your organization. 

• Impact on administrators: Having your administrator work 
within your technology instance allows you to take an 
easier stance on transitioning to new fund administrators 
and the disruption this can cause. This should also have a 
positive impact on the performance and potential cost of 
administrators as your reliance on them decreases.

Disadvantages

• Technology cost: Typically, funds will pay a premium for 
their own instance of any technology, while administrators 
offer clients a license on their instance at a cheaper 
price point.

• Need for internal IT resources: Administrators have 
retained staff who are responsible for ensuring all 
their technology products are working as efficiently as 
possible. With your own instance, the cost of that resource 
falls to you.

• Technology disruption: Administrators are incentivized 
to always maintain the most updated version of their 
technology and have advanced training on any new 
features. Funds typically do not pay for upgrades as often 
as they should, and they may not have the time to remain 
current on optimizing upgraded features. 

Furthermore, administrators have invested many years 
and countless hours honing their knowledge of their 
respective tech platforms; they have built libraries of 
customized industry reporting and have the vantage point 
of understanding the complexity of reporting provided to 
investors by leading asset managers.

Takeaway

There is no universally correct answer to which operating 
model you should choose, but some questions you should 
consider when deciding include:

• Growth: Is your firm growing in complexity? 
• Resources: Do you have sufficient resources to meet 

this growth?
• Regulation: Do you have the right resources to keep up 

with the role regulators are asking CFOs to play?
• Key person risk: Will even slight turnover cause major 

disruption?
• Cost: Do your fund documents allow you to allocate co-

sourced and outsourced administration as a fund expense? 
Is your firm large enough to rationalize the additional cost 
of a direct technology license?

• LPs: How would your LPs feel about back-office 
independence?

• Scalability: Would your firm benefit from having 
unrestricted access to the functionality of a fund 
administration platform?

• Technology integration: Do you foresee the need 
to integrate additional technologies with your fund 
administration platform, and does your firm want an 
elevated level of control and flexibility in pursuing these 
initiatives down the road?

• Transition: Do you want to ensure the most efficient 
migration from one third-party fund administrator 
to another in the event you are not happy with the 
performance of a provider? 

With the proper awareness, due diligence, and resources, 
there will certainly be an appropriate path for your firm. 
Knowing your firm and your options are the first steps in 
making the correct decision.
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Tough Tech by the numbers

44% 
Corporate players 

participated in a record 
proportion of late-stage 

VC activity in Tough Tech.

$74.5B
A record sum of VC was 
invested in life sciences 

between 2020’s start 
and summer 2021.
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VC activity in Tough Tech is 
setting all kinds of records in 
2021, even after record sums 

from multiple accelerating factors 
ranging from breakthrough 
technical advances, growing 
adoption and expansion of 
business applications, and 
macroeconomic factors such as 
government policies and changing 
regulations, multiple Tough 
Tech segments are seeing more 
investment than ever before.

$80.7M
The median late-stage pre-
money valuation in Tough 

Tech hits a new high.

5,800
2021 is currently on pace 

to record nearly 5,800 
transactions.

$77.5B
2021 sees record sum 
of venture investment 

across Tough Tech.

Investor Deal 
count

SOSV 136

Sequoia Capital China 98

OrbiMed 94

Hillhouse Capital Group 94

Keiretsu Forum 90

RA Capital Management 89

Qiming Venture Partners 71

Casdin Capital 66

Matrix Partners China 63

Most active VC investors in 
Tough Tech, 2020-2021*
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Private Markets
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Total assets under management (AUM) within the global private 
markets has skyrocketed. In 2005, about $1.6 trillion was under 
the private markets umbrella. By the end of 2022, total AUM 
was estimated to be $13.7 trillion. In conjunction with PitchBook 
data, an upcoming Apex report provides an in-depth look at 
the global private markets. For most institutional investors, 
private markets account for anywhere between 10% to 30% of 
their asset allocations. Manager selection is critical, and taking 
care of a fund can be a daunting task. At Apex, we’ve developed 
tools to help our clients manage their funds using technology, 
automation, and streamlining tools. We understand the 
pressures and constraints of managing funds big and small, 
and data-driven insights and time-saving tools can have a big 
impact on bottom lines and, ultimately, returns.

Can infrastructure emerge as an asset class uncorrelated 
to economic cycles and emerge as a winner in fundraising 
rounds? Private investors have become a growing force in 
the global infrastructure market, but they’re only a piece of 
the puzzle.

How has the VC investor base changed over the years? 
While the nature of venture capital hasn’t changed in decades, 
its investor base has.

How will PE managers overcome current fundraising 
challenges? Between 2019 and 2022, over $2 trillion of PE 
capital was raised globally. With leverage, the total purchasing 
power of those funds is estimated above $5 trillion.

How has the private debt market grown in the wake of the 
financial crisis? For the private equity industry, a major source 
of debt financing diminished in the wake of the 2008 financial 
crisis. Private debt filled the void.

$13.7T

$2.0T

Total AUM in global 
private markets  

Between 2019 and 2022, over $2 
trillion was raised by private equity 
managers across the globe.
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Executive summary

In the 1980s, when the ambitious founders of Blackstone 
were raising their first fund, some potential investors 
were asking basic questions—not around strategies or 
strengths, but around what a “buyout” was. It was a new 
concept four decades ago. Understandably, it took some 
time for Blackstone to launch its first fund. Private equity 
wouldn’t be called “private equity” until the 1990s. In the 
early years, firms like Blackstone and KKR were simply 
called “buyout shops,” and raising money was an arduous 
process. This is no longer the case. For PE firms with strong 
track records, fundraising can take as little as a handful of 
months, and limited partners (LPs) vie to get into the most 
promising funds. 

Private equity is a poster child of the private markets. The 
idea of buying entire companies and taking them private was 
a watershed moment for the finance industry; the number of 
public companies is on a slow decline, while the number of 
PE-backed companies almost doubled over the past decade 
(see Figure 8). Going back further, the global PE company 
inventory—the number of companies backed by PE at any 
given time—stood at 3,418 companies in 2000. As of 2022, 
there were about 26,216 companies backed by private equity 
worldwide, a sevenfold increase.

When companies or assets are controlled by private owners, 
radical change can happen in a short time. Difficult or 
controversial ideas can be implemented away from the 
unblinking eyes of retail investors, and companies can 
pursue initiatives that spur growth and capture market 
share. For those reasons and others, alternative asset 
classes like private equity, venture capital, real estate, and 
private debt have posted consistently strong returns for 
their investors. They can be innovative or prudent when 
they need to be, and the end results are often superior 
companies. Private markets cut their teeth in the US before 
migrating to Europe and Asia, and today’s private investors 
can be found everywhere.

This report, produced in conjunction with PitchBook Data, 
is an in-depth look at the global private markets. For 
most institutional investors, private markets account for 
anywhere between 10% to 30% of their asset allocations. 
Manager selection is critical, and taking care of a fund can 
be a daunting task. At Apex Group, we’ve developed tools 
to help our clients manage their funds using technology, 
automation, and streamlining tools. We understand the 
pressures and constraints of managing funds big and small, 
and data-driven insights and time-saving tools can have a big 
impact on bottom lines and, ultimately, returns.
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