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01 | THE DECISION

An income property is also an operating system.
The source study examined a four-unit coastal short-term rental operation alongside a residential duplex.

This edition calls them Asset A and Asset B and removes their addresses and client context.

The central question is whether Asset A could act as a revenue infrastructure asset: an operating

business whose verified surplus could support the wider portfolio. Attractive revenue capacity alone

cannot answer that question.

Four layers of analysis

Layer Question Required evidence

Market signals Who books, when, and at what
realized price?

Booking records, cancellations, repeat visits, seasonality

Revenue structure How do rates and occupancy
translate into collections?

Realized room revenue, fees, refunds, available nights

Risk envelope What happens when demand
weakens or costs rise?

Fixed/variable cost schedule and downside scenarios

Portfolio role What could this asset support after its
own obligations?

Reserves, financing conditions, distributable cash

On-site observations in the earlier study suggested an active hospitality operation and returning visitors. Those observations are
starting evidence for investigation; they do not by themselves establish sustained occupancy, future demand, or financial
resilience.
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02 | HISTORICAL INPUTS

Separate the source assumptions from verified
accounts.

Input from the earlier study Illustrative value Treatment in this edition

Rentable units 4 Fixed case description

Nightly rate per unit $500 Historical modeling input, not verified realized ADR

Model month 30 days 120 available unit-nights

Occupancy scenario 70% Scenario assumption, not a validated forecast

Expense proportion 21% of gross
revenue

Recast variable-cost assumption for sensitivity only

Monthly carrying amount $9,500 Illustrative fixed-cost bucket

Maximum modeled gross revenue is 4 x 30 x $500 = $60,000 per month. At 70% occupancy, modeled

gross revenue is $42,000 per month, or $504,000 in a simplified 12-month scenario.

Clarifying the cost structure

The source lists taxes and insurance within both operating expenses and carrying costs. Before using the

model for a transaction, those categories must be reconciled. For the scenarios here, the 21% variable

bucket and $9,500 fixed bucket are defined to exclude overlap. This is an analytical convention, not a

verified cost schedule.

The resulting residual is called modeled cash after the two buckets. It is not audited NOI, free cash flow, or a return on invested
equity. Purchase price, closing costs, capital expenditure, owner labor, and reserves must be evaluated separately.
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03 | THE RISK ENVELOPE

Test the opportunity as conditions change.

Occupancy Gross / month 21% variable Fixed bucket Modeled residual

70% $42,000 $8,820 $9,500 $23,680

50% $30,000 $6,300 $9,500 $14,200

30% $18,000 $3,780 $9,500 $4,720

20% $12,000 $2,520 $9,500 -$20

The calculation is: gross revenue x (1 - variable-cost share) - fixed costs. All figures are scenario

arithmetic, not observed performance.

A more complete break-even lens

Carrying costs alone require $9,500 / $60,000 = 15.8% occupancy. That is a carrying-cost-only threshold.

Including the defined 21% variable bucket increases modeled break-even occupancy to $9,500 /

($60,000 x 0.79) = approximately 20.0%.

If the nightly rate falls to $400 and variable costs rise to 30%, modeled monthly capacity falls to $48,000

and the threshold becomes $9,500 / ($48,000 x 0.70) = approximately 28.3%.

The decision turns on the verified cost structure, realized rates, and seasonal occupancy distribution. A favorable arithmetic
threshold is not evidence that demand will remain above it.
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04 | VERIFICATION

Convert promising observations into a
defensible decision.
Demand and collections

Reconcile booking-platform records with bank collections over a full seasonal cycle. Separate advertised

rates from realized rates, and identify refunds, discounts, platform charges, cancellations, and

out-of-service nights.

Costs, financing, and reserves

Obtain a non-overlapping expense schedule, current insurance and tax information, financing terms,

maintenance history, and a capital-expenditure assessment. Identify the cash buffer needed for a low

season, interruption, or major repair.

Operating continuity

Identify who manages bookings, guest turnover, repairs, and compliance. Establish whether operating

knowledge, customer relationships, and booking access transfer with ownership.

Use conditions and physical exposure

Confirm permitted use and local operating requirements through the appropriate records and advisers.

Review coastal exposure, property condition, insurance exclusions, and interruption scenarios.

Decision checkpoint

Rebuild the model from verified inputs. Proceed to an acquisition decision only when the downside case,

reserve needs, financing, and operator capacity can be carried together.
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05 | STRUCTURAL INTERPRETATION

Opportunity is conditional on the system that
sustains it.
Within the AOIS framework, Asset A is a candidate revenue infrastructure asset. Its potential role is to

produce operating surplus after its own obligations and reserves, rather than relying entirely on

appreciation.

The assessment remains conditional. The model becomes useful when its inputs are supported, its cost

categories are reconciled, and its sensitivity tests reflect the actual operating environment.

Decision posture When it is supported

Investigate Revenue signals are promising but accounts or operating inputs remain incomplete.

Prepare Evidence supports the case, but financing, management, reserves, or transfer conditions
need work.

Consider proceeding Verified economics and downside capacity satisfy the purchaser's requirements.

Pause or re-scope A material input fails verification or the downside exceeds available resources.

What this public example demonstrates

AOIS connects the asset, operating business, financial assumptions, pressures, decision conditions, and

wider portfolio role. The value is the organized examination of an opportunity before a consequential

commitment.

Source and scope

Adapted from the founder-authored private report supplied for this publication. Addresses and personal context were removed,
repetitive sections consolidated, and scenario treatment clarified. No acquisition, realized revenue, client outcome, or current
valuation is asserted.


