“STARTUP” BUSINESS: A COMPANY AT ITS INITIAL STAGE BASED ON A
BUSINESS OF A GREAT AND FAST SCALABILITY APPLYING DIGITAL
TECHNOLOGIES.

As a firm specialized in commercial Law, some of our clients ask for advice on
the business model of “startup”, basically, to decide which business model
better fits with their needs and how to cope with the financing problem, which is
one of the main cause of death of these types of companies.

With this in mind we proceed to carry out some actions that we consider crucial
at this stage of the process, known as “seed”.

The basic premises of the “Startup” model:

1. Have a realistic vision of the forecasting cashflow.
- Be realistic with the collection and payment periods and also with the
forecasting of incomes and expenses.
- Be clear about the treasury to cover the need of cash.

2. Have a good financer.
- It is important to find the best treasury management, that means: 1) Sell
more; 2) Collect as soon as possible; 3) Reduce costs; 4) Pay taxes,
staff and suppliers as late as possible.

3. Put in a balance all the potencial costs and try to deal with them.
- A “startup” considers the business as its own son, so it’s important to
have a prior knowledge about the company and to be aware that since
it’sis in a growing stage, it will yet be not profitable. This will give the
information of which is the breakeven point with the valuation of costs,
incomes and the profit and loss results.
- It is important to find alternatives but without losing the essence of what
makes the company worth living.
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4. Profit Generating capacity.
- The EBITDA and its relationship with other factors such as the
investment made, the sales by the company and the indebtedness during
a specific period will work as an approximate indicator of the capacity of
the company to generate profits.
The acronym EBITDA stands for earnings before interest, taxes,
depreciations and amortization and it is one of the most reknowned
financial indicators. EBITDA is indispensable for any financial analysis.

5. Consider the public and private financing.
- Value the public and private financing lines. Grants. With or not
guarantees.
- ENISA, NEOTEC, CDTI. Etc.
- CROWFUNDING, CROWDLENDING, etc.

6. The value of the company must be clear and it should be transmited to
third parties. Make a good choice of investors.
- The company valuation must be suitable and fit in a business model.
- The investors must understand the business model and has to
encourage it to make the company grow.
- Establish how the investors will take part in the company and what
percentage of the company will be assigned to them.
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