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Welcome : author’s note

Hello and thank you for taking the time to readsthvhite paper. In 2002, |
createdA la carte Paris (www.alacarteparis.comg company specialised in the short-
term renting of designer apartments in the centrParis. At that time, the market was
still young, only just emerging. | found the marladterings quite unappealing and saw
an opportunity to do better, by using my Englistd &rench double culture (I lived for
17 years in London, 1 year in Los Angeles and 1ryeaSydney), my knowledge of
interior architecture and design (my English fatfeean architect in residential housing
and my French mother is an interior designer fotel®) and my business training (I
hold a Sorbonne MBA).

Although my culture predisposed me to understaraddlientele, | realized that
the market demands were often counter-intuitivee Tasson: don’t argue with the
market! Slowly but surely, over the years and aftauch trial and error renting out
dozens of different apartments, representing ee&zg, every layout, every style, every
amenity, from the basic studio to the mansion homgk jacuzzi and private garden, in
every area of central Paris, my team and | gainednadepth first hand experience of
the short-term high-yield rental market. Investbeggan to hear of the yields achieved
on this lucrative niche market and the telephoneAala carte Paris began to ring
regularly. The savviest investors called in viewgaftting advice on how to obtain the
best rental yield: what areas, what kind of buitdimvhat floor, what size, what level of
finish, what furniture, what style, what amenities;. At first, we replied graciously and
casually. Then, we created a second company inrdod@rovide the investor with a
proper service to help avoid investment mistakespartant given the considerable
amounts of money involved la carte Invest (www.alacarte-invest.comas born in
2006 and offers investors a 4-step project: searehovation, design / furnishing and
finally renting / rental management (vfala carte Pari3. The “A la carte” root of the
two company names symbolises our approach, whiclauthentic, individual and
tailored rather than industrial. Such a custom aepph is only possible on a small scale:
A la carte Investan carry out only 3 to 4 projects per year foreistors.

For A la carte Investinvestors, the apartments are optimized, the yield
maximized and the risks contained. For certain otheners atA la carte Paris who
searched, bought, renovated, decorated and equifpsd Paris apartments on their
own, the adventure was less positive. They hal@ lekperience of this niche market that
can appear quite straightforward, they undereseohahe level of competition, they
knew little about renovation or interior architectuand, most importantly, they didn’t
know that they could have called on experts.

The result: renovation works that goes over budget gets drawn out over more
than a year (with bank reimbursements debited ewapnth...), frustration and a
colossal amount of personal time and effort invesie the project on evenings and
weekends, given other work commitments. At the efdt all, the apartment finally
presented toA la carte Parisfor rental was most often sub-optimal. In a highly
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competitive market, this was sanctioned by a disagmgly low (and costly)
occupancy level. In those cases, the investor kmasel so doeA la carte Paris

It's this regrettable situation that compelled neetake the time to write this
white paper and make it easily accessible. My teard | have summarized all our
accumulated experience of high-yield rental investmprojects in Paris. You won’t
find all our trade secrets, but the investor thati yoe will find precise and detailed
information allowing a much better comprehensiontloé success factors of such a
rental project. From now on, investors will be wetiformed before making the
decisions that will condition the yield of theirviestments, often over a period of 20
years or more. And when the investor wins by reptims apartment wellA la carte
Paris wins too!

Alex Wagner
Paris, 4 of May 2010
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I] The target market

a) Why this niche?

This white book details the success factors of artsterm high-end rental
investment in central Paris. This narrow, focusezhaiwas chosen for several reasons:
there is less competition, one can get value atwrmeon investment from good design,
the clientele is pleasant to work with (no theitttlé wear & tear or degradation), and the
rental yield is notably higher, even taking intocaent the slightly higher initial
investment.

b) The clientele

Initially essentially English-speaking, the clielegs tending to diversify. If the
Anglo-Saxons (Americans and Australians especiallyl) represent the great majority
of clients, tourists from South America and all o¥urope are taking a new interest in
short-term apartment rental. Tourists, business amhwomen, families or friends, all
are interested in this new mode of staying wheueilang. Those who have tried a Paris
short term apartment will tell you: they don’'t watt go back to hotels. It's a fast-
expanding sector, powered by the positive word @iuth carried by clients returning
home and relating their experience to friends, fanuolleagues...

Among the clients for furnished apartments in Paris many families, for whom
an apartment is well adapted since kids can slaep hedroom while parents enjoy the
living room, the possibility of cooking is also &bpractical advantage. Many couples
also choose to stay in an apartment, most notadmytifeir honeymoon or anniversary.
Paris will always have that romantic appeal! Thenapket designer orientation taken by
A la carte Parisappeals to many designers and architects; a demgndientele
respectful of furnishings and interiors in general.
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b) The market offerings

The market has become more and more professiorakthast years and is now
larger and more diversified. Many companies areeflam Paris, while some are
offshore, in the USA or more exotic locations. Tdés a bit of everything on the short-
term rental market, from small individual rooms tbe Paris luxury apartments,
everything is rented, not always with guaranteeanyisites put clients and owners in
direct relation, without any checks or assurancat tthe rental will be faithfully
represented. Dealing with a well-established relpletaagency, that values its
professional reputation, is a factor of reassuraaru quality of product and service.

c) Market forecast and development tendencies

As their number increases, clients are also becomee and more demanding
and the competition more and more diversified. Qua$ not an option, there are more
and more Paris apartments out there, the competisotough and to maintain high
prices the client must feel that he is getting eafor money. With Internet, it has
become easy to compare offers in a few clicks am&rwone has such easy choice
between several apartments, all of decent quathg, smallest divergence from the
clients’ requirements means a loss of bookingsthHeumore with Internet, blogs and
travel forums, every single client must be consédieas a potential “journalist”, armed
with a megaphone and whose satisfaction will bringmore requests and whose
discontent will have even larger consequences...

[1] Les financial issues of a rental investment

a) Numbered example

Investing in an apartment with the aim of high ednyield is necessarily an
investment for which the stakes are high. Indeed, a@mount to invest depends on the
minimum size of vacation apartments for this cledat(40m?) and the central location
(about 10K/m2). This works out as a minimum investment of @bd00K plus
government “notary fees” of 7% (28K The renovation work will depend on the
condition of the apartment, typically in the rang@ to 40K (or rather 50% to 100%
more if one has no contacts and merely opens tHwdages). Furniture, decoration
and the equipment adds about 35¢r rather 50% more one has neither professional
rates nor an address book of good-value suppli@isg.upshot is that it is hard to enter
the short-term premium market for much less tha@ks0

Opposite the investment on the balance sheet, ikegental revenue that justifies
the purchase. Depending on the quality of the tesubpecialized firm likéA la carte
Paris can make the most of such a niche investment, tineeo will receiving rent of
400 to 600 per week depending on the quality of the apartmerRaris. Let us take
500 per week as an average value for non-advised ilovestors. The occupancy rate
will vary a lot depending on the adaptation of prodto market in a wide range
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observed to go from 20% to 75% (short rentals brmeyitable gaps in the planning, so
it is difficult to achieve higher occupations thd@®%, except for rentals for longer
periods which are negotiated are lower prices anywaA la carte Parisfinds an
average occupancy rate of 57% for lone (non-adyisegestors. The consequences of
this value will be considered below.

Average yield found for projects done without exper consultation:
- Total Investment: 500K

- Annual rental revenue: 15K

- Annuel rental yield: 3%

- Duration of loan necessary in order that the rmbnteimbursements be covered by
rental income, with a down payment of 50% and daregst rate of 4.5%30 years

For investors who outsource their project to a sglezed firm such as\ la carte
Invest the situation is different: When the apartmenstisdied, specified and optimized
by experts in the target market, the data usedafe / week with an occupancy rate of
75%. The result is a vastly improved yield despiite fees of consulting firm.

Average yield found for projects outsourced to expes of the market:

- Total investment: 540K (includes fees for the apartment search, renomatiad
design / decoration / equipment)

- Annual rental yield: 27K
- Annual rental yield: 5%

- Duration of loan necessary in order that the rmbnteimbursements be covered by
rental income, with a down payment of 50% and darest rate of 4.5%L3.3 years

In calculating these figures, the size of the ficiahissue becomes apparent! The
difference is quite surprising and is mainly based the occupancy rate, so it's
important to thoroughly understand the target mar&ed optimize the project in
accordance. By entrusting the project to a spexgdlifirm like A la carte Investthe fee
is amortized quickly, so although the overall invesnt amount if slightly higher, the
project is amortized in just over 13 years rathleant 30 years (assuming a down
payment of 50% and an interest rate of 4.5%). Tlece the loan is repaid, a well-
optimized project will earn the investor an extra,d00 of income each year. The
difference in profitability is considerable!
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In reality, the stakes are even higher. Dealing vétiwvell established firm, the
total duration of construction, including the seilen of teams, the renovation from floor
to ceiling, furniture, decoration, furnishings aeguipment is three months. By contrast,
the period incurred by investors who attempt it @deir own is 15 months. The
opportunity cost in leaving the apartment emptyrapant for 12 months is real and
palpable. At a rate of 600per week with a conservative occupancy rate of 6%
opportunity cost amounts to over 18,008f lost earnings!

Finally, always consider the eventuatifyresale. When the vacation apartment is
perfectly suited to its target market, you can rely a specialist firm to sell the
luxurious apartment to an investor, thereby valuthg high occupancy rate, yield,
furniture and equipment. In this way, one can sddbve the market and the investor
buyer will also benefit, having an apartment readyrent, of known and proven
profitability.

I111 Location

a) The area

The high-end short-term clientele wants to be basdte center of the capital to
be able to visit most attractions on foot. The mlibas the luxury to choose and can
afford to be choosy. To simplify, clients want te &t the heart of the entertainment
(pubs, bars, restaurants, shopping ...), to efjeyffamous Parisian street ambience they
lack back home. Districts 1 to 8 are sought-aftegeneral, but the nuances are great
and all neighborhoods are not equal. Some are exgensive than others but justify the
extra cost by a proportionally higher rent, othems mot so easily justified (lle St. Louis
for example). Other districts are very unequal,deample the 7th, which is considered
much too quiet and residential but containing dartslands of high profitability
nonetheless. Watch out for shortcuts, however, bezshere are many counter-intuitive
pitfalls that are hard to guess without havingtfinand experience: Montmartre is too
off center as a base for a short stay and the isGthuch too quiet and residential, to
mention only two of the biggest traps.
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b) The street

Although short-term customers value having a livetgne around the corner,
they also like to be quiet at home. This is whyequside streets are deemed more
desirable than large noisy boulevards. A courtyfaang bedroom is a big plus (double
glazing is effective, though much less-so in themsier when one likes to open the
windows). Beware of the presence of noisy barshenground floor or on the sidewalk
opposite.

¢) Transport

While tourists love to walk, clients also use puliliansportation (subway or
bus), taxis or the Vélib' (comprehensive bicyclstsyn throughout the capital). One
should make sure that several transport options@aeby.

d) Local shops

The international clientele is attracted to fin@ds and French products. Tourists
are likely to use open markets and small groceoyest They also go to the restaurant
on average once a day. The presence of a renowped market (beware, some markets
are incomparably better documented and rated baelkiguides than others) is a big plus.

IV] The building

a) Type of building

Foreigners will want to stay in an apartment withthe attributes of Parisian
charm. Thus, the apartment must be located in dnbailding (no more recent than
1930). A beautiful carved stone facade is a plug, dne can settle for a more modest
plain stone facade. Wherever possible, one wiluemghe presence of all the attributes
of traditional charm: period wooden floors, ceilinpldings, fireplaces, antique mirrors,
windows with classical proportions and handles, etc

b) Communal parts

Since it is the apartment interior and photogeha will attract requests, the
state of the common parts is not a primary faciorte can accommodate mediocre
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common parts, so long as this is reflected in aeloprice. However, common parts must
be decently clean if possible.

c¢) Building charges

Building charges (monthly) are proportional to fiarea, but also the condition
of common areas, the number of other Paris apatriarthe building, the presence or
absence of a lift, guardian, central heating, ktgeneral, for a one-bedroom of 45mz2,
the charges will be between 158nd 200 per month.

V] The apartment

a) Floor

If the apartment is beyond the third floor, an el is needed. Indeed, it would
be too painful for short term apartment clientshgul their big suitcases up four floors.
The ground-floor is sometimes tolerated if openamga courtyard with trees (no bars on
the windows) and if the security system is suffitig developed. The optimum is the
first floor, if not too dark, because this floor downgraded in the French property
market but not in the mind of an Anglo-Saxon.

= b Li;i;:;l d

b) Orientation and brightness

South-facing apartments bathed in light are sowdter, as are apartments with
clear views. A balcony can differentiate a renf@gh@ment from the competition.
However, one can accept only average light in aartapent when it comes to short
stays. In any case, customers spend the major pareaay outside. Everything is then
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a question of doing a rental yield study, becatigeprice is a major factor and a
"perfect" apartment, with all the benefits, will\eathe disadvantage of high cost!

c¢) Floor plan

A layout with a small bedroom (10 to 12m?2) and ktiying room (20m?2) is
preferred, even if it means having a kitchen tBadpen on the living room. Tenants
appreciate a generous living space. A separatamecdris a provision that is more
elegant than entering directly into the living roo®@ne doesn’t want to perceive the
door when one is in the sofa. However, this pr@onsiepends on the overall size of the
apartment, because what is desirable in a 45m2dvibeilless so in a 35m2. Beware en-
suite bathrooms: in a one-bedroom apartment, tvlfesometimes be 3 or 4 occupants
(one couple sleeping in the bedroom and the otbaple, or kids, on the sofa bed in the
living room). Having a bathroom suite is not sulgglbecause the clients sleeping in the
living room have to go through the bedroom to asdég bathroom. Finally, the floor
plan must integrate possible furniture arrangemeatsng into account the relationship
between furniture (sofa facing the TV, facing thesiflattering part of the room
(usually the windows or fireplace), the dining &lplear the kitchen, a console near the
entrance, etc.). Beware of impractical combinatiand spaces that are difficult to
furnish.

d) Photogenie

To take good pictures of the apartment in Parig mst stand back as far as
possible to give an accurate impression of volume space. The most important
photographs are those showing the windows, so maketo use the right angle with the
proper perspective.

e) Ventillation

The windows must be easy to open. An apartment wittdows on both sides is
easiest to ventilate in record time, thanks todlrestream thus generated. Windows on
busy streets cannot be open too long in the sumduer to noise.

f) Condition

The price of a given apartment will vary dependimgits general condition: the
average price difference between an apartmentrantnew" condition and "to be
rebuilt" is usually the cost of work needed. Ibistter to find an apartment rentals in
need of renovations with a strong potential to edvehe purchase price will be reduced
accordingly, there will be fewer potential buyessifietimes it takes a lot of imagination
to visualize the potential!) and one is free toiagh an outcome perfectly suited to the
target market, avoiding compromise.
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VI Renovation work

a) Specification of works

The drafting of the specifications for a high-yiekhtal investment demands
experience in renovation projects and especialty$ed market expertise and
knowledge of client demands. Indeed, writing thedfication requires the vision and
foresight to envisage every aspect of the projegtout, masonry, joinery, wiring
diagram, lighting, plumbing and appliances, carpgrihe first difficulty is to imagine
and anticipate everything beforehand, to avoid ocestruns. Aspects initially
overlooked will be charged at a premium later ddiva line, as they won’t be included
in the package originally negotiated... The secomallenge is to target the right level of
finish, because too high on the investment will ppomise the percentage return on
investment, while going too low-cost will compromige rental occupancy and hence
performance. Hence the specification of works dehcate balancing act.

b) Choice of the contractor

When putting teams in competition, you should sfyeekactly what is included,
to avoid any misunderstanding (Removal of rubblePcRase of materials? Purchase of
paint? Electrical switches? Buying wall lamps? iRgt of the kitchen? Buying the
kitchen? Buying bathroom equipment and fittings?yig flooring? Fitting the wall-
mounted fixtures?). Beware of delegating aesthdiaiaes to the contractor carrying out
the work, as it is sometimes difficult to know theunter-intuitive requirements of this
target market. Do not forget that the contractoom$y executing your instructions and
your specifications, so it is unrealistic to expextely on his design choices!

The estimate will always be negotiated, putting cactbrs in competition and
keeping a critical eye on estimates, questioningage lines of the quote (it is not
uncommon to achieve a drop of 20-30% on an inigjabte). Beyond price, the final
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choice of contractor will also rest on factors s@ashexperience, seriousness, reliability,
flexibility, professionalism, demonstrated timelgseand size of the team allocated.

c) General aim

The overall objective of the work is to obtainesult which leaves no evidence
of the underlying profit motive, yet with a fairlyjigh level of finish. With a demanding
clientele in a competitive market, it is simply rpassible to accept an approximate
result, justified as being "just for rental." Thesult should appear to have been
accomplished without major price constraints, withapparent compromise. The
savings to optimize profitability should remain td&h. The profitability constraint is
strong nonetheless, so the visual choices (tilesyihg, sanitary equipment, kitchen,
switches, etc.) will always be made by studying ltlest ratio of perceived quality to
functionality to price. It would be difficult to emerate all the many tradeoffs that are
part of the life of such a project.

d) Floor plan conception

The apartments are classified by number of bedrodixperience shows that
studios are only moderately successful in the lieahigh-end short term rentals
market. The client wants to rent a proper apartnaerd not a hotel room (the clientele
of apartments and hotels overlap very little). There, studios are a trap because they
are deemed too similar to hotel rooms, while a badroom (two rooms) will be
considered a proper apartment. This consideraganld us to banish completely open-
plan areas (except some special cases). As notedealthere are two options for
investors looking to maximize profitability: a onedroom or a two-bedroom, the
choice simply resulting from the amount to inveas percentage rental yields are
similar.

e) Optimization of floor area

The plan of a high-yield apartment must meet severdkria, including the
governing rule of space optimization. Indeed, tleEyiarity of the short-term rental
market is that it's hard to properly value floorear This is understandable when one
remembers that the short-term clients spend mo#tedf time outdoors, visiting Paris or
enjoying local restaurants. In addition, a compdche-bedroom" is already very
spacious compared to a typical hotel room. Conseflyiethe rent will be based on the
number of beds (and bedrooms) rather than the numbsquare meters, such that a
generous one-bedroom apartment of 60m? will rentlitde more than a more compact
one-bedroom of 40m?, despite having cost 50% moreuty! Beware, as rental revenue
will depend on location and amenities, more thaoflarea.

f) Floor plan, room by room

An entry, even reduced to a small buffer zone isirddle because it is more
elegant than entering directly into the living ro@nd seeing the door from the sofa.
However, the entry should not be too generoushesdrea will not provide additional
rent. The ideal is to have an entrance just largrugh to place a console and possibly a
small closet for coats. The entrance is preferaklyi-open, with a generous opening to
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the living room. Thus, while playing its role asaffer, its space will be perceived as
part of the living room. In some cases, a transmpapartition can define the entry, or
even a simple change of flooring or treatment oé tteiling (false ceiling with
spotlights, for example).

The living room will be relatively large, compare other parts of the
apartment. This is a living space and should alétsetching out in comfort and perhaps
on occasion doubling as an extra bedroom with tlesgnce of a sofa bed.

The kitchen is conveniently open or semi-open, Sooaenjoy the sense of space
all the time. It is not that serious if it is clasesimply when possible it will almost
always be more desirable to open the plan. If thiehkn is closed and overlooks the
living room, it may be possible to remove the daad generously enlarge the opening,
framing the entry with a generous minimalist moalgliso as to make it more grand and
architectural. That said one wants to avoid thentivroom being dominated by the
kitchen, as this lacks elegance. A subtle separaSodesirable, either by placing the
existing kitchen into a recess, or by creating @ mecess, or by marking a separation
with a counter, bar or bay window. You can also kmaisubtle separation with a change
in flooring and ceiling treatment (false ceiling tlvispotlights in kitchen area). The
problem of cooking smells (we fit an extractor) aridual disturbances are minimized
by the fact that the kitchen is used that oftenstiyofor snacks. Clients like to take
advantage of the local Paris restaurants! Thistatonsideration will determine the
design of the kitchen (small, 45cm dishwasher, steith two ovens, etc.).

Compared to the living room, the bedroom will beafimideally just big enough
for a good bed for Americans and Australians, tvealdide tables (possibly reduced to
simple shelves on brackets, with the wall-mounteddide lights), a small wardrobe and
possibly a small armchair. It is not acceptablet the bed along a wall. One should
pay attention to the position of the closet, takiagcount of not compromising the
photogenie too much, given that the most importéenv includes the window.

The bathroom is important: the number of bathroothsir arrangement and their
equipment will be reviewed by prospective clientsl dhese factors will contribute to
their decision to rent a given apartment or nott &@ne-bedroom apartment access to
the bathroom should be through the entrance owiagll Indeed, a bathroom en suite is a
compromise because the occupancy rate will be mdiutue to making the apartment
less practical for two couples or a small familgiflg the sofa bed). For a two-bedroom,
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one should provide one bathroom per bedroom. Veery rare to find two-bedrooms for
sale with two bathrooms, so we'll typically havebi creative and conceive a second.

g) Flooring

In setting the tone, the flooring largely deternsrtbe final outcome of a design.
It also influences the budget, because it can bexgensive item whose price can vary
by a factor of 1 to 10 depending on the materiabsgin. For a contemporary urban
design, three alternatives are possible for liviagms and passages (entrance, hallway,
living room): hardwood boards, carpet or speciagural fiber carpet (sea grass or sisal).
The choice will depend on price, style referred,imtenance, comfort, frequency,
perceived quality.

h) Cupboards and wardrobes

The functionality of an apartment is conditioned the presence of practical
well-adapted storage. In the entrance, it is gomdhdve a small closet for coats (and
possibly the vacuum cleaner). In case of a spaostcaint, one would at least provide
wall-mounted coat hooks. In the living room (orspible the entrance) we will ensure a
minimum of storage space for clothes and persdeais of persons sleeping on the sofa
bed. Facilitating use of the sofa bed can increassupancy rates by opening up to
several types of customers (small family, coupldrieghnds, etc.).

The kitchen, she will of course be planned basegmattical criteria (adequate
storage for food, plates, dishes, glasses, cutketty.,). For the refrigerator and freezer,
we can retain smaller versions in short term renthln for long term rentals (one-
bedrooms can have a small fridge freezer integrateter the worktop).

In the bedroom room one must consider designing waedrobe, as trade
wardrobes are either too mundane or low-end, orempensive. As with the kitchen,
short-term renters can get by with less space thag term occupants. The bathroom
should be practical, for storing and hiding vari@asitary and beauty products. Finally,
provision is made for the practicalities of lifeaauum cleaner, broom, towel stock,
bulbs, tools, vacuum bags, etc.).

i) Electricity

The wiring diagram should be carefully considerexfobe starting work, since
any subsequent rectification would be costly. Rigtitthe bat, the economics of redoing
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the whole diagram will be dictated by the conditioh the existing system. If the
electrical panel is too old, and sockets and sweischs well, one will be compelled to
redo all the electricity as per ideal specificati®y contrast, if the sockets and switches
are in good condition, conform to standards andpaaetical enough, then we can often
keep them in order to reduce the budget.

One will consider integrated lights, switches, muand equipment such as hot
water tank and heating. Integrated lighting is oEse, simply to multiply the light
sources. The number, positions and connectionf@efstvitches must take into account
practical use, the possibility of turning on sonanps and not others (for a subdued
evening feel) and the ability to turn on or turrf ¢fie living room or hallway from
several places different places. The switches aasiimple, affordable, though cleanly
designed. One need not go for high-quality luxutgms, which are prohibitively
expensive and have no impact on either the renth@roccupancy rate. As always, the
rule is to spend generously only where there isemtgvalue for money, a solid addition
to perceived value, and a compelling return on &trent.

With regard to plug sockets, again it depends @nektent of electrical work. If
the state is generally adequate, one won’'t go asafaif everything needs redoing
anyway. Consider plugs for all lamps (freestanditadple lamps, console lamps, reading
lamps, etc. Each socket should be double to allownection of a laptop or phone
charger, etc. Some sockets will be controlled byl waitches, so as to easily turn all
the lights on (in cases were the existing wiringgtam is retained, then we will include
remote control outlets). For the TV area, we wibyide at least four outlets (TV, DVD,
Internet modem and TV cable box). Take into accoel®ctrical heaters, cooking
facilities and bathroom sockets (with specific $afetandards), as well as places to plug
in the vacuum cleaner, etc.

When redesigning the electrical diagram, we wily garticular attention to the
integrated lighting (ceiling lights, wall lightsnd recessed lights). As already noted, we
will seek to multiply the sources of low-power lighas this is more refined than
providing a single powerful source. Each room idikely candidate for a ceiling-
mounted light and one or more wall-mounted ligHtgegrated spotlights in ceilings
(kitchen, bathroom and toilet) are affordable solu$ that give a flattering light,
making chrome equipment shine like as many gemsenAibn to special bathroom
safety standards.

j) Plumbing

Planning of the plumbing is mainly based on clieaeds. Anglo-Saxon and U.S.
practices are quite different from those of therfefe This is crucial because clients
look carefully at sanitary facilities to guide thehoice of apartment. The choice of bath
or shower will be made according to dominant ckgatculture as well as installation
constraints. The location of the basin and its rwabwill take into account ease of use,
as well as photogenie considerations. Pipes wilbéeed-in or built-in, according to the
specific constraints of the room. It isn’t usuablgonomically viable to integrate taps
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and water jets into the walls. Sometimes it is dde to conceive and create a whole
new bathroom, ex-nihilo. In this case one must take account the slope required for
the disposal of wastewater. It is possible to aremtbathroom several meters from the
building down pipe, but this does requires spetahniques. For the WC, the constraint
is stronger: the slope must be more marked, the gdipmeter is much larger and right
angles must be avoided. The practical result i$ thaimply isn’'t feasible to place a
lavatory far from a building down pipe (at leasthwaut raise the lavatory on a platform,
which would be unsightly). The special electricédpbsal lavatory can circumvent this
handicap, but should be avoided in rental use bmxaome clients do not apply the
required precautions, and troubleshooting an elkeckavatory is costly in time,
frustration and money. Note that as far as the €mnowbath goes, the American habits
and Anglo-Saxon differ from those of the Frenchwiee of cultural differences! The
water heating tank, when present, will typically dgequate. Even if the radiators must
be stripped, repainted or even replaced, their piam will typically require only
minimal intervention.

k) Masonery

It will typically be necessary to rethink the pla the apartment rentals by
knocking down partition walls and erecting new anglis usually causes no particular
problems, but in old buildings non load-bearing iwalan sometimes become semi load-
bearing, due to the movement of the structure dbher years. To be checked. The
erection of new partitions may be an opportunityrtcorporate window bays or sliding
doors. But beware of gratuitous styling effectsd amonsider these on a case by case
basis. Often, there will be doors (entrance tonlvroom or kitchen to living room) that
can be removed and their passage frames greatdygad, finishing the opening with a
bold and modern architectural molding. This will keathe passage grander. In Feng
Shui (ancient Chinese design school, now back shifan), large generous openings
promote the circulation of energy.

Often in the old Parisian apartments that intetestthe size and articulation of
rooms will be constrained by the presence of loadring walls. Although it is
administratively and physically cumbersome to remdhem, the operation is possible
and can make the difference between buying an afdedapartment or not. It is always
physically possible to remove a carrier wall, byleeing it with steel columns and
beams. At worst, it can be replaced with a hefgekframe which, after work, will be
invisible. The posts will be embedded in the waljaaning the beam in the ceiling and
the beam line sunken into the floor without resdtiin a step. For this operation, the
intervention of a structural engineer is essent@al properly dimension the steel
elements, given the loads to bear. The contractestralso have a skilled worker in the
laying and welding of such elements, because onst proceed in stages to avoid any
structural impact on the building. Administrativelthe law requires submitting the
project for co-ownership agreement.

We often retile walls and floors fortheoom, floors for lavatory and kitchen
floors and splash back. For the bathroom, it madeasse to save money by only tiling
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around the shower / bath, plus possibly a wallwo to give an impression of opulence.
We will consider the photogenie as some walls ass Ipresent in photos than others.
The tiling is subject to several technical choicBs. careful not to tile the floor with a
wall tile, as it would soon crack. The tiling, flo@r splash back, can be straight or
diamond. The splash back is usually tiled straigbt,a contemporary urban style. For
floors, we can often tile diagonally, as this egks the room. If a frieze is used as a
finish, it will be around eye level, though thatpg@@ds on the size of the adjacent tiles.
Always lay whole tiles wherever possible, and wieis are needed, cut evenly at each
end of the wall to give a balanced impression.

l) Carpentry

For carpentry, MDF (a sawdust and glue composgaasy to work, economical,
strong, and good quality. It's heavy, but this & a problem. Beware however for large
shelves: specify a rather thick MDF (15 - 20mm)tiregs on batons as MDF is weak in
bending; a few thick coffee table books and the MW&uld quickly sag under the
weight. In some cases decorative woodwork (railjngeps of a staircase, etc.), one
would use a more noble and expensive wood, like oak

In this section one can mention a particularly etifee and sometimes spectacular
trick: covering an entire wall (or section of walljith mirror. To enlarge the living
room, bathroom, or an entry, you may consider itista a large mirror covering an
entire section of wall (or almost, depending on twnstraints). The mirror works
surprisingly well, partly by giving the illusion a&tnother room, but also by allowing the
eye to focus in the distance, which is comfortablée mirror effect is particularly
striking when placed perpendicular to a window, daese one gets an extra window!

m) Painting

Before painting, one must fill the cracks that ammmon in the old buildings
that interest us. If the cracks are large, the @mor will have to apply a fibrous layer,
which is inexpensive and very effective. Once plesdleand painted, the fibers are
completely invisible yet allow tiny cracks to devplanderneath, invisibly. The type of
paint used will be critical for both the generapaprance and for upkeep. Ceilings are
almost always white mat. For walls in living roomisd bedrooms, a mat paint would be
chic and elegant. However, mat paintings are noar@éle, resulting in impractical
maintenance. The most convenient is to use a $s&gnbase, choosing a brand with a
satin that is not too bright, because we do nottwaniving room to look like a
bathroom! Woodwork (skirting and windows) are alwajn satin finish, for easy
maintenance. Never specify glossy paint, which giaamirror effect.
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VII] Design, furnishing and equipment

a) General aim

The design must please a maximum of guests, whilk leving that certain
French “je ne sais quoi”. The apartment must beditand equipped for a maximum
number of needs, not all clients using every sirgigenity each time. Paris apartment
must have a real personality, yet without giving tmpression of being in the intimacy
of the owner’s family. On entering, one should met able to guess that it's a pure
investment with a carefully optimized yield. On tbentrary, it must be like a private
pied-a-terre apartment, with all the warmth and egenity that this entails. Lastly, it
must be practical to maintain (no fragile materiatsfabrics) and one must be able to
buy replacement elements easily (no rare furnipieees or highly valuable furniture).

b) Specification of the design

The project scope is in agreement with the investée recommend a floor plan
and arrangement after consultation with the investad according to the client needs
on this niche market. Some aspects are open tashgun (color accents, etc..), while
others are more constrained because the clientsi®market know what they want and
it would be difficult to ensure profitability goinggainst the grain. It is important to
keep in mind that this is primarily a high-yieldntal investment.

c) Choice of suppliers

It's crucial to diversify suppliers, as otherwideetinterior will look instant, like
it was assembled during a day out in a single higps Suppliers are mostly professional
wholesalers making to order. By negotiating tradiegs, the design budget can be kept
within reasonable limits. In order to optimise tlayout, furniture is ordered for each
apartment rather than drawn from stock. We onlypkéee stock certain small easy to
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place items (bedside tables, consoles), or if v fin exceptional item, be it at a flea
market or elsewhere!

Each apartment for rent in Paris has it own indingldartistic touch and we seek
out art and objects individually for each projéate avoid industrial-scale artwork at all
costs, preferring flea markets, eBay, auction heusenall antique dealers... everything
is possible as long as we like the item!

Fabrics are usually ordered from trade supplielith whom we have negotiated
preferential rates for our investors. Often custondered, the fabrics are elegant,
reffined yet easy to keep clean.

Equipment is solid, good quality, modern kit. Simfily and reliability are key,
as visitors from many countries will be using thpplances. In order to easily deal with
maintenance and breakdowns, appliances are maimdhbitams bought from reliable
suppliers with a good reputation for after-saleeca

d) Artwork

The aim is to obtain a personalized, dynamic, hammes, coherent result. The
apartment will hence stand out from the many clomeshe market. A colour code will
determine the design choices of each room, takibg account existing constraints such
as floorboards and fireplaces. If the first item ¥ehich we have a particular attraction is
a piece of art, then that can condition the reghefroom’s design!

e) Furniture

The aim is to achieve a comfortable yet functiom&trior. Let us examine a few
essential points:

The living room must have a seating area, for waghTV, relaxing or
entertaining, and a dining area for meals, withyesccess to the nearby kitchen.

The bedroom is dedicated to rest, sleep and thegtoof personal clothes and
other items. There will be high quality bedding ttlwme can easily access from either
side and bedside tables to place books or glagsd® care with the size of the bed, as
if it diverges from the targeted culture, the presiive clients will certainly book
elsewhere. Presentation is important, with particelare taken in presenting the bed.

The sofa should contain and folding bed, allowirgg bptimized occupancy
levels. Special care is paid to bedding qualityttas isn’t just a spare bed for a one-
night guest but a proper unfolding bed for a whstkey.

f) Colors and materials

Generally, one opts for natural tones with contrasticcent colours. Les fabrics
are rich and flattering, contrasting without disanoe, with restful and harmonious
colours, yet without being boring or dreary, in fials that can be kept clean. Beware of
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minimalism, which is harder to pull off than onentks, and usually just looks cold and
forbidding. When using cold materials like steeldaglass, it is best to contrast them
with a warm material, like oak.

The choice of paint color is a step of unsuspectadplexity and subtlety. Avoid
close tones, except when going for a particulaea@ffhave a notable contrast between
walls and woodwork, to avoid it looking like a neaiss, while still remaining subtle.
When choosing a color, take into account that it ieiok darker as a large slab on the
wall than as a small swatch on a palette. Avoidnairy colours (it is usually a good sign
if you have trouble naming a colour) and nod tovgafi@shion while remaining timeless.
Choosing paint is a complex art.

To simplify, the bedroom should be restful, thariy room neutral with a certain
cachet and accent color, the kitchen bright andhréOne can take liberties with the
lavatory and entrance and corridor, which are space spends far less time in.

g) Detail objects and finish

Detail objects make all the difference, displayoege and attention to detail. The
aim is to move away from a bare and standardised’dpatel, yet stop shy of being too
personal and charged. Visitors must feel the ioters individual and unique, well-
thought out, warm and welcoming, yet not necesgaiil someone’s home. As a
precaution, one will avoid fragile objects or orthat are hard to replace after a minor
accident. Often amusing, sometimes with a story,wile prefer older objects. Among
antique objects, a fresh modern piece injects gnangl contrast.

Few objects need be placed in the bedroom, whichaime a haven of restful
peace. The living room on the other hand is whareteams can let the creative juices
flow more freely.
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h) Kitchen

For certain clients, the kitchen is the main sejllpoint compared to a hotel. They
expect to find a fully equipped practical kitchemith quality utensils. Nonetheless, it
would be pointless to over specify the equipmertte Pproject is first and foremost a
high-yield rental, and each extra investment masteha return in the form of rent.

The kitchen should be fresh and modern, withoutn@ecold, with discreet
appliances, well integrated and hidden as muclsasconomically possible. This is all
the more important as the kitchen will often be mp& (or even in) the living room. In
studying the layout, the design harmony will be etedminant factor and one will
consider the view from the sofa.

i) Lighting

Lighting can make or break an interior design. Mt indirect low-power light
sources to give a sophisticated look, with enouglrses to be well-lit. Certain lamps
can then be turned off to obtain a subdued eveaimgiance (switched plug sockets or
radio controlled sockets).

In the bedroom, one must be able to read withoatudbing ones companion.
Each bedside table should have its own lamp of @paite power rating. The bedroom
should be able to be lit globally, on entering. Thiechen should benefit from strong
direct light in order to work effectively. The dimg table should also be well-lit.
Likewise the bathroom, especially around the mifiormakeup and shaving. The living
room benefits from a particular treatment, as lampsst reveal the furniture while
setting the stage for the atmosphere of the whpéetenent.

j) Equipment

For the purposes of entertainment, plan on a taten TV of sufficient size, a
subscription to a high-bandwidth Internet conneatticable TV, free international phone
calls, a DVD player with some DVD films and somedgibooks. Guests do appreciate
these touches that make their stay a moment ofarabtrelaxation.

For those who wish to work, Internet access is udedd and has become
obligatory. Wi-Fi is the easiest option, for itsefibility and ease of setup and
configuration (with network cable connections, thare often IP address configuration
issues that are circumvented when using Wi-Fi).

In the kitchen, the appliances required includedtsh washer, integrated clothes
washer and dryer, cooking range (twin circles arffigant in a one-bedroom), a
combination microwave oven and convection oven, edrigerator with freezer
compartment, a toaster, a water kettle and a cofffieehine (avoid Nespresso type
capsules, for practical purposes). Choices willnien brand, and based on finding the
optimum ratio of perceived value to price.
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For the bathroom, depending on the space availalle ,would opt for either and
Italian-style walk-in shower or a shower cabin oath tub with shower partition.
Prices can vary by a factor of 1 to 5, so bewarsupferfluous spending here. Make sure
perceived quality is high, yet price is contain@tie wash basin can be either integrated
into the cabinet or placed atop a teak slice of dvoche choice will depend on the style
and theme that are chosen.

Taps (faucets) must be modern and clean, yet etegaany designs are simply
horrible). Taps can set the look of a bathroommagst be chosen carefully. Here as
elsewhere, beware of overspending. Go for suspemahatory where possible, as tit
makes the design look fresh and integrated, as a®lbeing easier to keep perfectly
clean.

Bedding must be of a hotel standard, relativelynfiand thick, as well as hypo
allergic. Good pillows favor a good night's sleep well as a generous duvet and
additional blanket, should the need arise. Rest wgkneration is important during
vacation.

Conclusion

The lucrative niche of short-term high-end apami@ntals is rapidly becoming
more and more appreciated by savvy investors, aswitrd spreads. Despite more and
more intense competition, this niche retains adl appeal and yield, so long as the
apartment is perfectly adapted to the needs, demamdl exacting standards of an
international clientele.

The optimization of a rental investment implies @@ one hand renting well,
with a perfectly adapted apartment, and on the rothend avoiding overspending.
Experience enables one to know which “imperfectiofis' floor, small size, average
status building, etc.) are not really imperfectigngen the targeted clients yet allow one
to buy for less outlay. Beyond the delicate chomfethe apartment in Paris, the
specification of the renovation works, the furnisfi decoration and equipping of the
apartment will all be guided by the overarching c®m of maximising perceived quality
while minimising spending. Such is the condition dohieve high rental yield and
excellent return on investment.

The financial issues are great, both due to thesicerable amounts being
invested and due to the length of amortization o fbroject. The difference in
performance separating expertly optimized apartsidndm the other offerings has
become greater and greater with the professiortadisaof the market. Achieving an
optimum investment is more complex than one migttitively guess; the number of
factors to consider is large, as is the numberioky traps. It has become too costly to
get it wrong; that’s why we wanted to write thisdikbet in order to bring to the attention
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of investors the factors that make or break thecssg of a high-yield rental investment
in Paris. Now that you are better informed, yout jneed to take the first step on the
road to rental riches. For that, thela carte Investeam is available to help and advise
you, according to your own specific needs, requaeta and priorities.
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