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FINANCIAL ARCHITECTURE OF DIFFERENT BUSINESS MODELS

SECTION 1

WHAT MAKES A MARKETPLACE A MARKETPLACE

The Two-Sided Marketplace: Financial
Architecture from the Ground Up

A two-sided marketplace is one of the most capital-efficient and operationally complex business models in
the modern economy. At its essence, it connects two distinct groups — buyers and sellers, riders and
drivers, guests and hosts, borrowers and lenders — and derives its revenue by facilitating transactions
between them. The financial architecture of a marketplace is not simply a variation on a retailer or a SaaS
company. It is a fundamentally different creature, requiring a different language, a different set of metrics, a
different approach to accounting, and a very different relationship between growth and cash.

This installment of the series walks through the complete financial architecture of a two-sided marketplace:
how it earns money, how it recognizes that money, how it manages its cost structure, how it grows
efficiently, and how it handles the tax, accounting, and technology issues unique to this model. Every
concept is grounded in practice, with formulas, benchmarks, and real-world context drawn from decades of
financial leadership across technology businesses.

1.1 The Marketplace Distinction: Why It Matters Financially

The single most important financial fact about a marketplace is this: the company does not own what it sells.
Unlike a retailer, the marketplace does not take title to inventory. Unlike a manufacturer, it does not produce
what it transacts. It earns a commission — called a take rate or rake — on the gross value of transactions
that flow through its platform. This distinction determines almost everything: revenue size relative to
transaction volume, COGS structure, balance sheet profile, and tax treatment.

Gross Merchandise Value (GMV) is the total value of all transactions conducted through the platform in a
given period, before the marketplace takes its cut. Net Revenue is what actually flows into the income
statement — the take rate applied to GMV, plus ancillary fees. A marketplace with $1 billion in GMV and a
15% take rate has $150 million in net revenue. This is not a nuance. It is the foundation of every financial
model, every investor conversation, and every unit economics calculation the CFO will ever prepare.
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CORE REVENUE FORMULA

Net Revenue = GW x Take Rate + Ancillary Fees + Advertising Revenue

Exanpl e: $500M GW x 13% Take Rate + $8M Ads = $73M Net Revenue

The CFO of a marketplace company must be deeply comfortable presenting both GMV and net revenue
simultaneously, and must be able to explain the relationship clearly to investors, board members, and
auditors. Reporting only net revenue understates the economic scale of the business. Reporting only GMV
overstates it. Both numbers together tell the true story.

1.2 Take Rate Architecture: How the Rake Is Structured

The take rate is the central economic lever of any marketplace. It is not a fixed number. It is a composite of
multiple fee types, applied differently to different participants, varying by category, geography, order size,
and seller tier. Understanding the full take rate architecture is essential for accurate financial modeling and
revenue forecasting.

Fee Type Applied To Typical Range Revenue Impact

Transaction / Take Rate Seller 5% — 30% of GMV Core revenue driver

$0.10 — $3.00 per

Listing / Insertion Fee Seller listing Low margin, high volume
. 3% — 15% of order .
Buyer Service Fee Buyer Demand-side revenue
value
Subscription / Membership Both sides $10 — $300 / month Recurring, high margin

Marketplace
Payment Processing Spread P 0.3% — 1.5% of GMV Float and spread income
keeps spread

Advertising / Promoted

. Seller CPC or % of spend High-margin ancillary
Listings

Fulfillment / Logistics Fee Seller or Buyer Variable per shipment Often near break-even

The blended take rate — total net revenue divided by total GMV — is the single number that summarizes
the marketplace's monetization efficiency. It is watched closely by investors and must be modeled carefully
by the finance team, because it tends to erode at scale as large sellers negotiate lower rates, and it tends to
expand when the marketplace adds new revenue streams such as advertising, fulfillment, and financial
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services on top of the core transaction fee.

BLENDED TAKE RATE

Bl ended Take Rate = Total Net Revenue / Total GW

Exanmpl e: $73M Net Revenue / $500M GW = 14. 6% Bl ended Take Rate

Take rate expansion is one of the highest-return activities in marketplace finance. A 100-basis-point increase
in blended take rate on $500M GMV adds $5M in pure top-line revenue at near-zero marginal cost. The CFO
should model take rate separately from GMV growth, as they have very different drivers and very different
investor narratives. When presenting to the board, always show take rate trend over 8 rolling quarters.

SECTION 2

REVENUE RECOGNITION AND ASC 606

Revenue Recognition: Principal versus Agent and
the ASC 606 Framework

Revenue recognition in a marketplace is governed by ASC 606 (Revenue from Contracts with Customers)
and, critically, by the principal-versus-agent framework embedded within it. This distinction determines
whether the marketplace records GMV as revenue on a gross basis or records only its net take as revenue.
The financial statements, key ratios, and investor perception all change substantially depending on which
treatment applies.

2.1 Principal versus Agent: The Core Determination

Under ASC 606-10-55-36 through 55-40, an entity is a principal if it controls the goods or services before
they are transferred to the customer. It is an agent if it arranges for another party to provide the goods or
services. The marketplace almost always operates as agent — it does not take title to goods, does not bear
inventory risk, and does not set prices on behalf of sellers. Therefore, marketplace revenue is recognized on
a net basis: only the commission or fee, not the full transaction value.
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However, the determination is not always clean. When a marketplace handles fulfilment, sets a
non-negotiable price, or guarantees payment to sellers regardless of buyer payment, it may be acting as
principal in those transactions. The CFO must work closely with auditors to determine the appropriate
treatment for each revenue stream, especially in hybrid models where the marketplace sometimes acts as
principal and sometimes as agent.

ACCOUNTING ALERT
A shift from net to gross revenue recognition can triple reported revenue overnight without any change in
economics. This has strategic implications for IPO readiness, debt covenants, and executive compensation
tied to revenue targets. Every marketplace CFO must understand this distinction deeply before entering any
discussion with auditors or investment bankers.

2.2 The Five-Step Revenue Recognition Model Under ASC 606

Even where the principal-versus-agent conclusion is clear, ASC 606's five-step model applies to each type
of revenue earned. Understanding this framework prevents errors in timing and amount of recognition.

ASC 606 Requirement Marketplace Application

Step 1 Identify the contract with the Each seller listing agreement, buyer checkout, or subscription
P customer contract
Step 2 Identify the performance obligations  Transaction facilitation, listing service, platform access, fulfilment
. . . Net fee after estimated refunds and variable consideration (volume
Step 3 Determine the transaction price .
discounts)
. . Allocate between listing, transaction, and post-sale services if
Step 4 Allocate the transaction price
bundled
Step 5 Recognize when obligation At completed transaction (point-in-time) or over subscription period
P satisfied (over time)

2.3 Deferred Revenue and Refund Liability

Marketplace revenue recognition creates two important balance sheet items the CFO must manage
carefully. First, subscription and membership fees paid in advance create deferred revenue liabilities,
recognized ratably over the subscription period. A marketplace with 100,000 annual subscribers paying
$120 per year has $12 million in cash from subscriptions but recognizes only $1 million per month in
revenue. The unrecognized balance sits on the balance sheet as a current liability.
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Second, expected refunds and returns must be estimated under ASC 606 and deducted from revenue at the
time of the original transaction. The marketplace does not wait for refunds to actually occur. It estimates a
refund rate based on historical data and records a refund liability — a contra-revenue reduction and a
corresponding liability — at the point of sale. For categories with high return rates such as apparel and
electronics, this can be a meaningful balance sheet item requiring close auditor coordination.

REFUND LIABILITY ESTIMATE

Refund Liability = GW in Period x Historical Refund Rate x (1 - G oss Margin %

Exanpl e: $40M GW x 3.2% Refund Rate x 0.62 = $792K Refund Liability

SECTION 3

COST STRUCTURE AND UNIT ECONOMICS

Cost Structure: The Economics Beneath the Take
Rate

A marketplace's cost structure is unlike that of a retailer or a SaaS company. There is no cost of goods sold
in the traditional sense — the marketplace does not purchase what it sells. Instead, the cost structure
clusters into three categories: cost of revenue (payment processing, trust and safety, cloud infrastructure),
sales and marketing (buyer and seller acquisition), and research and development (platform
engineering). Understanding each layer and how it scales with GMV is the foundation of marketplace
financial modeling.

3.1 Cost of Revenue: What It Actually Costs to Run Transactions

The cost of revenue includes every cost directly attributable to facilitating a transaction. Payment processing
is the largest and most obvious item. Stripe, Braintree, Adyen, and similar processors typically charge 2.9%
plus $0.30 per card transaction. This cost scales directly with GMV and, because it is often charged on the
full transaction value rather than just the take, it represents a significant percentage of net revenue.
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Cost Item Typical Rate Scales With CFO Priority

. 2.7%-3.0% + . .
Payment processing (cards) $0.30/txn GMV / transaction count Negotiate volume rates early

Payment processing

0.5%-0.8% GMV (bank-funded onl Incentivize ACH adoption
(ACH/bank) e ( 2 P
Fraud / chargebacks 0.1%-0.5% of GMV GMV and seller quality Trust and safety investment
. 0.5%—-2% of net . .
Trust & safety operations Listing volume, txn count Headcount and tooling
revenue
3%-8% of net
Cloud hosting / CDN o Traffic and data volume Reserved instance planning
revenue
. 2%-5% of net . .
Customer support (1st line) Transaction volume Automate aggressively
revenue
Seller payouts / $0.25-$1.00 per Seller count, payout ) .
. pay P pay Consolidate payout timing
disbursements payout frequency

The gross margin of a marketplace is therefore not simply (1 - take rate). It is the take rate minus payment
processing costs, trust and safety costs, infrastructure costs, and support costs. A marketplace with a 15%
take rate and 6% in direct costs has a 9% gross margin on GMV, or a 60% gross margin on net revenue.
The CFO must be comfortable operating in both frames simultaneously.

GROSS MARGIN CALCULATION

G oss Profit = Net Revenue - Payment Processing - Trust & Safety - Infrastructure - Support
Gross Margin %= Goss Profit / Net Revenue

Exanpl e: $73M - $9M - $3M - $4M - $2M = $55M Gross Profit = 75.3% GV

BENCHMARK
Mature two-sided marketplaces typically achieve gross margins of 55% to 75% on net revenue.
Payments-heavy marketplaces tend to be at the lower end. Purely software-facilitated marketplaces with
minimal transaction processing tend to be at the upper end. Below 50% gross margin, the marketplace CFO
should investigate the payment processing cost structure and trust-and-safety spend carefully.

3.2 The Liquidity Problem and Its Financial Cost
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Every marketplace faces the liquidity problem: the platform is only valuable if both sides are present, but
neither side will join until the other side is already there. This chicken-and-egg problem has direct financial
consequences. Early-stage marketplaces typically subsidize one or both sides to build liquidity — offering
free or discounted listings, buyer coupons, seller incentives, and guaranteed minimums. These subsidies
appear in the P&L; variously as sales and marketing expense, cost of revenue reductions, or

contra-revenue.

The financial test for marketplace liquidity is not simply the number of buyers and sellers. It is the fill rate:
the percentage of buyer search queries or requests that result in a successful match with a seller. A
marketplace with high fill rates requires less subsidy to maintain buyer satisfaction and can begin
withdrawing buyer-side incentives without volume loss. The CFO should monitor fill rates by category and
geography as a leading indicator of unit economics health.

FILL RATE
Fill Rate = Successful Transactions / Total Buyer Search Queries or Requests
Target: >70% for consuner narketplaces | >85% for B2B narket pl aces

3.3 Customer Acquisition Cost: Buyer CAC and Seller CAC

Marketplaces have two CACs, not one. Buyer CAC and Seller CAC are both essential, and they behave
differently. Buyer CAC tends to be driven primarily by paid digital marketing — search, social, display — and
scales with competition for attention in the relevant category. Seller CAC tends to be driven by inside sales
and platform integrations, and is often much higher per acquired seller. However, seller CAC is often easier
to recover because sellers transact repeatedly and at higher values.

CAC FORMULAS

Buyer CAC = Total Buyer Acquisition Spend / New Buyers Acquired in Period
Seller CAC = Total Seller Acquisition Spend / New Sellers Acquired in Period
Bl ended CAC = (Buyer Spend + Seller Spend) / (New Buyers + New Sellers)

CAC Payback (Gross Profit Basis) = CAC/ (Mnthly Net Rev per Cohort x GWA

A seller who generates $50,000 in GMV per month at a 12% take rate generates $6,000 per month in net
revenue for the platform. If seller CAC was $3,000 and gross margin is 65%, the payback period is $3,000 /
($6,000 x 0.65) = 0.77 months — exceptional economics. The CFO should model payback separately for
buyers and sellers and by acquisition channel to understand where capital is best deployed.
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SECTION 4

LIFETIME VALUE AND COHORT ECONOMICS

LTV Architecture: Thinking in Cohorts

Lifetime Value in a marketplace is calculated differently from SaaS LTV because the revenue per user is
variable, not fixed. A buyer's LTV depends on purchase frequency, spend per transaction, and length of
activity. A seller's LTV depends on GMV throughput, take rate, and tenure. Both must be computed cohort
by cohort — grouped by the period of first transaction — to reveal the true health of the business over time.

4.1 Buyer LTV

Buyer LTV is the present value of all net revenue (or gross profit) that the marketplace expects to earn from
a buyer over their entire lifetime on the platform. The simplest formulation uses average order value,
purchase frequency per year, gross margin on net revenue, and the buyer's expected retention rate.

BUYER LTV FORMULA

Annual Buyer Contribution = AOV x Purchase Frequency x Take Rate x Gwb
Buyer LTV = Annual Buyer Contribution / Annual Churn Rate

Exanpl e: $85 AOV x 8x/yr x 12% Take Rate x 65% GM = $53. 04/ yr
LTV = $53.04 / 25% Churn = $212. 16

LTV: CAC Ratio = Buyer LTV / Buyer CAC | Target: >3x | Healthy: >5x

A buyer with an average order value of $85, purchasing 8 times per year, on a platform with a 12% take rate
and 65% gross margin, contributes $53.04 per year. At a 25% annual churn rate, LTV = $212. The
LTV-to-CAC ratio should comfortably exceed 3:1 for the economics to be sustainable, and ideally approach
5:1 or higher at scale.

4.2 Cohort Retention and the Waterfall Model
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The most important financial model in any marketplace business is the cohort retention waterfall. This
model tracks every cohort of buyers (grouped by acquisition month or quarter) and measures their GMV or
net revenue contribution over subsequent periods. A healthy marketplace shows a retention curve that
stabilizes — meaning that after initial drop-off in months 2 through 6, surviving buyers continue transacting
at a relatively stable rate.

Month 1 Month 3 Month 6 Month 12 Month 24 Retention Floor

12023 (1,000
Q ( $85K GMV  $52K GMV ~ $41K GMV ~ $38K GMV  $35K GMV  41%

buyers)
22023 (1,200 102K
Q ( ¥ $63K GMV ~ $50K GMV ~ $46K GMV ~ — 45%-+
buyers) GMV
Q3 2023 (900 buyers) $77K GMV  $48K GMV  $39KGMV ~ — — TBD
Blended Retention -
100% 61% 48% 45% 41% Stabilizing

Rate

The flattening of the retention curve — from 61% at month 3 to 45% at month 12 to 41% at month 24 — is
the signal the CFO is looking for. It tells the board that the business is not simply chewing through
customers; it is building a loyal base. The CFO should present cohort waterfalls as a standard part of every
board financial package, segmented by acquisition channel, geography, and product category.

Never present a single blended retention number to the board. Blending cohorts masks deterioration in
recent cohorts, which is the earliest warning sign of product-market fit erosion. Present cohort curves
side-by-side so the board can see whether the most recently acquired cohorts are retaining at the same rate
as older cohorts. Divergence is an early warning signal that requires immediate investigation.

SECTION 5

TAX ISSUES UNIQUE TO MARKETPLACES

Tax Architecture: The Complexity Beneath the
Platform

eFuturesCFO The Systems CFO | efuturescfo.com 10 / 24



FINANCIAL ARCHITECTURE OF DIFFERENT BUSINESS MODELS

Marketplace businesses face a tax landscape of extraordinary complexity. The combination of multi-state
operations, 1099 reporting obligations, sales tax collection duties, payment facilitation income, and global
VAT/GST exposure creates a compliance burden that can consume significant management time and carry
material financial risk if handled incorrectly. The CFO must build a tax function as sophisticated as the
platform itself.

5.1 Sales Tax Post-Wayfair: Economic Nexus and Marketplace
Facilitator Laws

The 2018 Supreme Court decision in South Dakota v. Wayfair fundamentally changed the sales tax
landscape for every company selling goods online. Before Wayfair, physical presence was required to
establish nexus. After Wayfair, economic nexus based on sales volume or transaction count is sufficient.
Nearly every state has enacted economic nexus thresholds, typically $100,000 in annual sales or 200
transactions into the state.

For marketplaces, the majority of states have enacted Marketplace Facilitator laws, placing the sales tax
collection obligation on the marketplace itself, not the individual sellers. The marketplace must integrate with
a tax automation engine — Avalara, TaxJar, or Vertex — to calculate the correct tax rate for every
transaction based on the buyer's ship-to address, and must remit collected taxes to each applicable state
jurisdiction on a monthly or quarterly basis.

TAX ALERT
As of 2024, 47 states plus the District of Columbia have marketplace facilitator laws. Failure to collect and
remit sales tax as a marketplace facilitator carries interest, penalties, and in some cases joint liability with
sellers. The CFO should conduct a nexus study at least annually and ensure the tax automation system is
updated within 30 days of any platform change that could affect taxability determinations.

5.2 Form 1099-K: Reporting Obligations at Scale

Marketplaces that process payments for sellers are required to issue Form 1099-K to sellers who meet
reporting thresholds. The American Rescue Plan Act of 2021 lowered the threshold from $20,000 / 200
transactions to $600 with no transaction count minimum. This change was subsequently delayed by the IRS;
the threshold was set at $5,000 for 2024 with a phased reduction toward $600. The CFO must monitor these
thresholds closely.

At scale, 1099-K issuance is an operational and systems challenge. The marketplace must collect TINs from
all sellers at onboarding using Form W-9 (US persons) or the appropriate W-8 series (non-US persons),
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verify TINs through the IRS TIN Matching program, track annual payment totals by seller, and generate and
file 1099-K forms by January 31 of the following year. Per-form penalties range from $60 to $310 depending
on the nature and timing of the error.

1099-K ANNUAL COMPLIANCE COST MODEL

Annual Cost = (Eligible Sellers x Cost per Form) + (FTE Cost x % Ti me on 1099)
+ TIN M smat ch Resol uti on Cost + Anended Form Filing Cost

At 50,000 eligible sellers x $4/form = $200K in direct issuance costs al one

5.3 International Tax: VAT, GST, and Digital Services Taxes

Marketplaces operating across borders face a labyrinth of value-added tax and goods and services tax
obligations. Under EU VAT rules effective since 2021, marketplaces that facilitate cross-border sales within
the EU are the deemed supplier for VAT purposes when the seller is not established in the EU or when
goods are in consignment warehouses. This means the marketplace must collect and remit EU VAT on
those transactions.

Beyond EU VAT, the UK has its own post-Brexit VAT regime, Canada has GST/HST with provincial variants,
Australia has GST, India has GST, and an increasing number of countries are introducing Digital Services
Taxes specifically targeting digital marketplace revenue. The CFO of a marketplace with international GMV
must build a global tax compliance calendar, engage local tax counsel in each major jurisdiction, and model
the cash flow impact of VAT remittances — which can be significant given the timing mismatch between
collection and remittance.

VAT registration in multiple EU member states through the One Stop Shop (OSS) mechanism simplifies
compliance substantially. Rather than registering separately in each EU country, the marketplace registers in
one member state and files a single quarterly OSS return. However, OSS does not cover all transaction
types. Complex B2B transactions, import VAT, and certain exemption categories still require
country-by-country analysis. Engage a dedicated VAT specialist before scaling into Europe.

5.4 Transfer Pricing for Global Marketplaces

Once a marketplace establishes entities in multiple countries, it must manage transfer pricing: the prices at
which related entities within the same corporate group transact with each other. Common intercompany
transactions include technology licensing fees, management services fees, and intercompany loans.
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Transfer pricing must comply with the arm's length standard under OECD guidelines. The OECD BEPS
project and the newly implemented Pillar Two global minimum tax (15% effective rate for large multinational
groups) add additional complexity. The CFO should commission a transfer pricing study at the time of
establishing the first foreign subsidiary and update it annually.

SECTION 6

ACCOUNTING ISSUES SPECIFIC TO MARKETPLACES

Accounting Architecture: Beyond Principal vs.
Agent

Revenue recognition under ASC 606 is the most-discussed accounting issue for marketplaces, but it is far
from the only one. Marketplaces face a constellation of accounting issues requiring careful judgment, robust
systems, and close collaboration with auditors. The CFO who masters these issues has a significant
operational advantage.

6.1 Seller Payables and the Float

In most marketplace models, the platform collects payment from buyers and holds funds for a period before
remitting to sellers. This creates a pool of seller payables — funds owed to sellers — that sit on the balance
sheet as a current liability. The period between collection and remittance (typically 1 to 7 days for consumer
marketplaces, 14 to 30 days for B2B) creates a float with real financial value.

At $1 billion in monthly GMV and a 7-day payout delay, the marketplace holds approximately $233 million in
seller payables at any given time. At a 5% short-term interest rate, this float generates roughly $11.7 million
in interest income per year — pure accretion at no marginal cost. The seller payables should be classified
separately from trade accounts payable on the balance sheet.

PAYMENT FLOAT ECONOMICS

Fl oat Bal ance = (Monthly GW / 30) x Average Payout Del ay in Days
Annual Float |ncone = Float Bal ance x Short-Term | nvest nent Rate

Exanple: ($1B/ 30) x 7 days = $233M Float x 5% = $11.7Myr incone
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6.2 Seller Incentives, Coupons, and Contra-Revenue

Under ASC 606, seller incentives paid to sellers who are the marketplace's customers are recorded as
reductions to revenue — contra-revenue — not as sales and marketing expense. However, if the incentive
is given in exchange for a distinct good or service provided to the marketplace, it may be recorded as an
expense. Buyer coupons and discounts reduce the transaction price and therefore reduce net revenue
recorded. Buyer referral bonuses paid to existing buyers for referring new buyers are typically recorded as
customer acquisition costs (sales and marketing expense).

ACCOUNTING ALERT
Incorrectly classifying seller incentives as marketing expense instead of contra-revenue inflates gross
revenue and gross margin. Auditors will scrutinize this classification carefully, particularly if the incentive
looks like a volume rebate or price concession. Build the accounting policy at the time incentive programs are
designed, not after the fact.

6.3 Chargebacks, Disputes, and Loss Contingencies

Payment chargebacks — where a buyer disputes a charge with their card issuer and the issuer forcibly
reverses the transaction — must be reserved for using an allowance method. The marketplace estimates its
chargeback rate based on historical data, records a chargeback reserve as a contra-revenue item and a
corresponding liability. Actual chargebacks, when they occur, are charged against this reserve.

If a marketplace offers a buyer guarantee, it has a loss contingency. Under ASC 450, the marketplace must
record a liability when a loss is probable and reasonably estimable. For large marketplaces with millions of
transactions, this requires actuarial modeling of historical dispute rates, average dispute value, and
resolution outcomes. The contingency reserve should be reviewed at every quarter-end close.

6.4 Capitalizing Technology Development Costs (ASC 350-40)

The marketplace platform — the software that powers matching, search, payments, and communication —
is capitalized under ASC 350-40 (Internal-Use Software). Costs must be expensed during the preliminary
project phase, capitalized during the application development phase, and amortized over the useful life
(typically 3 to 5 years) once placed in production.

For a marketplace with a $30 million engineering budget where 60% is in the capitalized development
phase, the company capitalizes $18 million and expenses only $12 million as R&D; in the period. The
capitalized $18 million appears on the balance sheet as an intangible asset, and amortizes over 3 years —
adding $6 million in annual amortization to operating expenses. The CFO must build a detailed waterfall of
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capitalized software costs, additions, and amortization by period.

ASC 350-40 CAPITALIZED SOFTWARE WATERFALL

Endi ng Bal ance = Prior Bal ance + New Capitalizations - Anortization - Wite-offs
Annual Anortization = Capitalized Amount / Useful Life (years)
Cash vs GAAP R&D Gap = Total Capitalizations - Current Period Anortization

Exanpl e: $5M prior + $18M new - $6M anort - $0 wite-offs = $17M endi ng bal ance

SECTION 7

TECHNOLOGY ARCHITECTURE AND COST

Technology Architecture: The CFO's View of the
Tech Stack

The CFO of a marketplace company does not need to be an engineer, but must understand the technology
cost structure well enough to model it, challenge it, and optimize it. Technology costs fall into three
categories: infrastructure (cloud computing, database, storage, CDN), third-party platform costs
(payment processors, fraud detection, tax automation), and people costs (engineering, data science,
product management).

7.1 Infrastructure Cost Modeling

Cloud infrastructure costs scale with transaction volume, search volume, data storage, and user count — not
simply with revenue. In periods of high promotional activity (peak season, flash sales), infrastructure costs
spike without a proportional revenue increase. The CFO must model infrastructure in two layers: a base
layer that scales with registered user count and data volume, and a variable layer that scales with active

transaction volume.

. % of Infra oo
Infrastructure Component Cost Driver S Optimization Lever

Compute (EC2 / GCE / Azure

VMs) Peak concurrent users 30%—45% Reserved instances, right-sizing
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. % of Infra oo
Infrastructure Component Cost Driver Spend Optimization Lever

Transaction count and . .
Database (RDS, Aurora, etc.) data volume 15%—25% Read replicas, caching layer

) Total data stored . - .
Object Storage (S3/ GCS) (images, docs) 5%-10% Lifecycle policies, tiering

Page views, asset

CDN (CloudFront, Fastly) ) 8%—-15% Cache hit rate optimization

delivery
) . Listing count, search oo

Search (Elasticsearch/Algolia) 10%—-20% Index optimization
volume

Data Warehouse (Snowflake, Data processed / S .

. 5%-12% Query optimization, clustering
BigQuery) stored

AWS, Google Cloud, and Azure all offer committed use discounts (CUDs) and reserved instance pricing that
can reduce compute costs by 30% to 60% compared to on-demand rates. A marketplace committing to $10M
per year in AWS spend might receive a 25% discount — saving $2.5M annually with no engineering
changes. This is often the highest-ROI financial negotiation a CFO can accomplish in the first two years of a
marketplace's scale-up.

7.2 Payment Technology Stack and Cost Optimization

The payment stack is the most expensive third-party technology cost in most marketplace businesses. A
typical marketplace uses a payment processor (Stripe, Braintree, Adyen) as the primary transaction rail, a
fraud detection layer (Kount, Sift, Signifyd) on top of it, and a payout solution (Stripe Connect, Hyperwallet,
Tipalti) for disbursing funds to sellers. Each layer has its own cost structure, and the interaction between
them — particularly the credit card network interchange fees — is important to understand.

The interchange fee, set by Visa and Mastercard, is the largest component of overall processing cost. It
varies from approximately 0.05% to 2.9% depending on card type (debit vs. credit), brand (rewards vs.
standard), transaction type (card present vs. card not present), and merchant category code. A marketplace
negotiating an interchange-plus pricing model rather than flat-rate processing can save significantly as
GMYV scales.
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CFO INSIGHT
At $100M in annual GMV, moving from a flat 2.9% + $0.30 processing rate to an interchange-plus model can
save $400K to $800K per year, depending on card mix and transaction sizes. This negotiation is available to
most marketplaces once they cross $50M in annual GMV and is worth pursuing aggressively. Present the
analysis to your board as a margin expansion initiative with a clear implementation timeline.

7.3 Technology Spend as a Percentage of GMV and Net Revenue

Infrastructure fixed costs dominate; limited

Early $0 — $10M GMV 40%—-80% )

scale benefit

Scaling benefits beginning to accrue;
Growth $10M — $100M GMV  20%—-40% L .

optimization possible

Meaningful leverage on infrastructure
Scale $100M — $1B GMV 12%—-22% .

investment appears

Fully amortized infrastructure; ongoing
Mature > $1B GMV 6%-14%

development only

SECTION 8

BUILDING THE MARKETPLACE FINANCIAL MODEL

The Marketplace Financial Model: Architecture
and Key Assumptions

A marketplace financial model is built differently from a SaaS or retail model. The central driver is GMV, not
revenue. Every other line item — net revenue, gross profit, operating expenses, and cash flow — is derived
from GMV through a series of conversion rates, percentages, and fixed cost layers. A well-built marketplace

model makes every assumption explicit, separates buyer-side and seller-side dynamics, and tracks unit
economics at the cohort level.

8.1 The GMV Build
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GMV is built from the bottom up: active buyers multiplied by purchase frequency multiplied by average order
value. Each of these three drivers has its own set of sub-assumptions and sensitivity ranges. The model
should maintain separate tabs for buyer acquisition, buyer retention, and purchase behavior, and should
allow independent stress-testing of each assumption.

GMV BUILD — BUYER SIDE

GW = Active Buyers x Purchase Frequency x Average Order Val ue

Active Buyers = Begi nning Buyers + New Buyers Acquired - Churned Buyers
New Buyer s = Marketing Spend / Bl ended Buyer CAC
Churned Buyers = Prior Period Active Buyers x Monthly Churn Rate

Monthly buyer acquisition 2,000 3,500 5,500 High: marketing efficiency
Buyer monthly churn rate 8% 6% 4% High: product retention
Purchase frequency (per month) 1.2x 1.6x 2.1x Medium: habit formation
Average order value $65 $82 $105 Medium: category mix
Take rate (blended) 10% 13% 16% High: monetization strategy
Gross margin on net revenue 55% 62% 70% Medium: cost efficiency

8.2 The P&L; Architecture
Gross Merchandise Value (GMV) Disclosed separately — not revenue line N/A
Net Revenue GMV x Blended Take Rate + Ancillary 100%

Processing + Trust/Safety + Infra +

Cost of Revenue 30%—-45%

Support
Gross Profit Net Revenue minus Cost of Revenue 55%—70%
Sales & Marketing Buyer and seller acquisition spend 25%-50%
Research & Development Engineering, product, data science 15%—-30%
General & Administrative Finance, legal, HR, facilities 8%—-15%
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P&L; Line Calculation Basis Typical % of Net Revenue

EBITDA

D&A; (incl. capitalized software)

EBIT / Operating Income

Net Income / (Loss)

SECTION 9

Gross Profit minus Opex

Amortization of intangibles and fixed

assets
EBITDA minus D&A,;

EBIT minus Interest and Taxes

COMPLETE METRICS FRAMEWORK

(20%) to 30%

3%—-8%

Varies by stage

Varies by stage

The Marketplace Metrics Framework

Every marketplace must maintain a comprehensive metrics dashboard covering four dimensions: scale
metrics (how big is the marketplace), liquidity metrics (how well-matched is supply and demand),
monetization metrics (how efficiently is GMV converted to revenue and profit), and efficiency metrics
(how capital-efficiently is the marketplace growing). The following is the complete framework used by
sophisticated marketplace CFOs.

9.1 Scale Metrics

Formula / Definition Target / Benchmark

Gross Merchandise Value
(GMV)

GMV Growth Rate (YoY)

Active Buyers (Period)

Active Sellers (Period)

Total Listings / Supply

eFuturesCFO

Total transaction value on platform in
period

(Current GMV - Prior GMV) / Prior
GMV

Unique buyers with =1 transaction in
period

Unique sellers with =1 transaction in
period

Count of available listings at period
end

The Systems CFO | efuturescfo.com

Primary growth KPI — track YoY and QoQ

>50% early stage; >20% at scale

Quarterly or annual definition — be
consistent

Quarterly or annual — track separately
from buyers

Leading indicator of buyer experience
quality
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Formula / Definition Target / Benchmark

First-time buyers transacting in the Track by acquisition channel for CAC

New Buyers Acquired
y a period attribution

Supply growth driver; monitor

New Sellers Onboarded New sellers with first listing in period . !
time-to-first-sale

9.2 Liquidity Metrics

Formula / Definition Target / Benchmark

. Successful matches / Total buyer
Fill Rate >70% consumer; >85% B2B
requests

Avg time from buyer search to first

Time to First Match <24 hours for most consumer categories

seller match
Seller Utilization Rate Active sellers / Total registered sellers =~ >40% is considered healthy
Inventory Turnover GMV / Average Listing Count in . . -
. Higher ratio = better supply liquidity
(Marketplace) Period

Buyers with =2 purchases / Total

Repeat Purchase Rate (Buyer) buyers

>50% within first 90 days a strong signal

Supply Concentration (HHI) Herfindahl index of seller GMV share <0.15 for healthy supply diversity

9.3 Monetization Metrics

Formula / Definition Target / Benchmark

Blended Take Rate Total Net Revenue / Total GMV Varies by category; typically 8%—25%
Net Revenue per Active Buyer  Net Revenue / Active Buyers in Period = Track quarter-over-quarter trend
Gross Profit per Active Buyer Gross Profit / Active Buyers LTV component; track by cohort vintage

5%—25% at maturity for scaled

Advertising Revenue % Ad Revenue / Total Net Revenue
marketplaces

Payment + Float Income / Net

Payment / Float Revenue %
Revenue

2%—-8% depending on payout timing model

Seller Subscription Revenue

% Subscription Revenue / Net Revenue Higher % = more revenue stability
0

eFuturesCFO The Systems CFO | efuturescfo.com 20 / 24



FINANCIAL ARCHITECTURE OF DIFFERENT BUSINESS MODELS

Formula / Definition Target / Benchmark

Revenue per Active Listing

Net Revenue / Active Listings Count

9.4 Unit Economics and Efficiency Metrics

Formula / Definition Target / Benchmark

Buyer CAC

Seller CAC

Buyer LTV

LTV:CAC Ratio

CAC Payback Period

Contribution Margin per Txn

S&M; as % of Net Revenue

Burn Multiple

Rule of 40 (adapted)

SECTION 10

Buyer Acquisition Spend / New
Buyers Acquired

Seller Acquisition Spend / New Sellers
Onboarded

Annual Buyer Contribution / Annual
Churn Rate

Buyer LTV / Buyer CAC
CAC / Monthly Gross Profit per User

Net Revenue - Variable Costs per
Transaction

S&M; Spend / Net Revenue

Net Cash Burned / Net New GMV
Added

Net Revenue Growth % + EBITDA
Margin %

CFO OPERATING CHECKLIST

Measures efficiency of supply monetization

<1/3 of annual buyer gross profit
contribution

<6 months of seller gross profit contribution

Stable or growing across successive
cohort vintages

>3x floor; >5x target for capital efficiency

<12 months; <6 months for best-in-class

Must be positive at unit level before scaling

<40% at scale; declining trend essential

<1.5x; <1.0x excellent

>40 for mature marketplace; >60 for top
decile

The Marketplace CFO Checklist: What Must Be

True

The following checklist represents the minimum set of financial and operational capabilities that the CFO of
a two-sided marketplace must have in place to run the business effectively and be ready for institutional
investors, lenders, or an eventual liquidity event. It is organized by domain and should be reviewed at every

eFuturesCFO
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guarter-end.

Financial Systems and Controls
» Revenue recognition policy documented and auditor-approved for each revenue stream (take rate,
subscription, advertising, payment services).

» ASC 606 principal-versus-agent analysis completed for each business line and updated when the
business model changes.

* Deferred revenue rollforward maintained monthly with reconciliation to cash received from
subscriptions and prepaid contracts.

» Refund and chargeback reserves updated quarterly using actuarial methodology applied to trailing 12
months of transaction data.

« Seller payables tracking system separate from trade accounts payable, with aging and float analysis
prepared monthly.

» ASC 350-40 software capitalization policy in place, with monthly additions and amortization schedule
reviewed by Controller.

» 1099-K issuance program operational with TIN collection at onboarding and IRS TIN Matching
verification in place.

Tax and Compliance
« Economic nexus analysis current in all 50 states; marketplace facilitator registration complete in all
applicable states.

» Sales tax automation engine (Avalara, TaxJar, or Vertex) integrated with payment stack and updated
for rate changes within 30 days.

« International VAT/GST registration complete in all jurisdictions exceeding $100K in annual GMV.
» Transfer pricing documentation current for all intercompany transactions with foreign subsidiaries.

» 1099-K filing calendar established with internal deadlines at least 30 days before IRS external
deadlines.

Metrics and Reporting

» Monthly board package includes GMV, net revenue, take rate, gross margin, buyer CAC, seller CAC,
LTV:CAC, fill rate, and cohort retention waterfall.

 Cohort analysis maintained for all buyer acquisition channels with LTV tracked at 3, 6, 12, and 24
months.
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 Daily GMV dashboard accessible to leadership team with real-time transaction monitoring and
anomaly alerting.

* Seller concentration report prepared quarterly — no single seller should exceed 15% of GMV without a
documented diversification plan.

» Technology cost breakdown prepared monthly showing infrastructure, payment processing, and
third-party tool costs as percentage of GMV and net revenue.

Treasury and Capital Efficiency

 Float management policy established: seller payable balances swept to short-term instruments;
interest income tracked separately in the P&L.;

» Working capital model updated monthly projecting payout obligations, tax remittances, and operating
cash needs over a 13-week horizon.

* Cloud provider commitment schedule reviewed semi-annually; reserved instance optimization
completed at each annual renewal window.

» Payment processor contract reviewed annually for interchange-plus renegotiation opportunity once
GMV exceeds $50M annualized.

Closing Perspective: The CFO as Marketplace
Architect

The two-sided marketplace is not simply a business model. It is a network, a liquidity engine, and an
information system simultaneously. Its financial architecture reflects this complexity. The CFO who
understands marketplaces at this level — who can speak fluently about GMV and take rates and fill rates
and cohort LTV and 1099-K compliance and ASC 606 principal-versus-agent analysis and interchange-plus
pricing — is not merely a financial reporter. The CFO is an architect of how the business creates and
captures value.

The core financial insight is this: in a marketplace, growth and efficiency are not opposites. They are deeply
intertwined. The more liquid the marketplace, the more buyers return, the more sellers invest in their
presence, and the less the marketplace has to spend on acquisition. The CFQO's job is to see this flywheel
clearly, measure it precisely, and make capital allocation decisions that accelerate it. Every dollar invested in
trust and safety, in payment reliability, in search quality, and in seller success is a dollar invested in network
density — and network density is the durable competitive advantage that makes the financial model work.
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Part 2 of this series turns to SaaS, where the financial architecture is built around recurring revenue,
deferred revenue waterfalls, and the perpetual balance between growth investment and the Rule of 40. The
discipline of marketplace finance — thinking in cohorts, modeling GMV before revenue, separating fixed
from variable costs — will serve as a powerful lens through which to understand every model that follows.

End of Part 1: Two-Sided Marketplace | Financial Architecture of Different Business Models
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