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Driving
sustainability
through
PARTNERSHIPS
Collaboration
between the various
stakeholders of 500
West 2nd Street in
Austin, Texas yielded
ESG success,
valuable lessons
and happy tenants.

By Jennifer McConkey and
Joe Wanninger,
Principal Real Estate Investors
Dialogues | Fall 2019

C

ompleted in May of 2017, 500
West 2nd Street is one of Principal
Real Estate Investors’ most highprofile sustainable real estate
investments. A premier 29-story Class A
office building located in the central
business district of Austin, Texas, 500
West 2nd Street maximizes efficiency and
comfort through a unique array of
amenities and sustainability strategies.
But the success of the project did not
happen in a vacuum; it required
collaboration and leadership among the
development’s five primary stakeholders.
The story of 500 West 2nd Street
examines the important role that
partnerships play — between local
government, the development team,
investors, brokers, property managers
and tenants — and how those

partnerships aligned, incorporated
numerous sustainability strategies
throughout the project, and delivered a
community asset (and real estate
investment) for all involved.

The stakeholders
Local government:
City of Austin
Developer:
Trammell Crow Company
Investor:
Principal Real Estate Investors
Broker and property manager:
CBRE
Anchor tenant:

Google
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The City and the parcel
500 West 2nd Street is sited in downtown
Austin on the Green Water parcel, the
former home of the Thomas Green Water
Treatment Plant. The area covers a fourblock span of land nestled along the
banks of Austin’s Lady Bird Lake, a
popular downtown reservoir perfect for
boating, running and community events.
The treatment facility was
decommissioned in 2010 after 58 years of
operation, and became a key focus area
of the municipality’s urban revitalization
plan as part of the Seaholm District.
The City set its sights high in terms of
sustainability in its vision for
redevelopment of the Green Water site,
including strict sustainability
expectations in their official request for
development proposals. Buildings
proposed for the site would be required
to earn at least two stars under the
Austin Energy Green Building program,
purchase reclaimed water from Austin
Water Utility, and contain adequate
underground parking to accommodate
all properties on the land parcel.
Trammell Crow won the bid with a
proposal to build Austin’s newest luxury
apartments, a hotel, a mixed-use retail
space and a Class A office building. In
addition to earning the required two
stars under the Austin Energy Green
Building program, each development
would have to be LEED certified.

The investor
Principal Real Estate Investors and
Trammell Crow Company have a robust
partnership history, particularly in
Texas, having worked successfully
together on projects such as five Energy
Center properties and Hess Tower in
Houston, and Legacy Tower and M-Line
Tower in Dallas. Through our decade-

long relationship, we have fostered a
mutual understanding of sustainability
strategies and how they add value to our
real estate investments in a way that
benefits tenants and residents, lowers
operating costs, and adds competitive
distinction to each development.
When presented with the opportunity
to invest in 500 West 2nd Street, it met our
criteria for potential investment pro
forma and sustainability attributes.
Principal Real Estate Investors has a longstanding commitment to corporate
stewardship and an established track
record in responsible property investing.
Since 2013, Principal Real Estate
Investors and our partners have used an
overarching environmental, social and
governance (ESG) framework called the
Pillars of Responsible Property Investing
(PRPI) initiative. This framework helps
drive asset management and fiduciary
governance as we strive to deliver positive
financial and environmental results.
As a part of this program, we have a
portfolio-wide goal to reduce energy
consumption by 20% by 2020, and we
integrate ESG aspects in every step of
our investment process. Specifically, we
make the commitment to partner with
our clients and investors to implement
sustainability strategies, such as energy
efficient lighting and utility monitoring
systems that add value to our real estate
investments. At the property level, we
engage with tenants, residents and
guests to ensure these programs meet
the needs of our communities.
Additionally, we collaborate with our
joint venture partners, property
managers, technicians, vendors and
service providers to implement our ESG
expectations. Given the planned
sustainability attributes of the
development, the City of Austin’s
requirements and our past experiences

with the Trammell Crow Company
team, we knew the 500 West 2nd project
had great potential to demonstrate best
practices in ESG and sustainability in
real estate and thus decided to become
the primary investor in the project.

The design
Principal and Trammell Crow Company
worked with the project architect
(Gensler) on a design that would appeal
to a knowledge-based workforce,
millennials and high-credit tenants while
also meeting the needs of the downtown
Austin community. The resulting design
strategy took 14 months from the initial
concept to finalized plans, and features
both a modern and sustainable aesthetic,
with operational aspects focused on
health, comfort and productivity.
The building’s sky-blue glass façade
and sleek design meshes with the existing
downtown infrastructure and natural
banks of Lady Bird Lake. Floor-to-ceiling
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Notable 500 West 2nd Street sustainability strategies:
• Google’s water condensate system: A water conservation system where water
is recirculated back into the office for use.

• Destination dispatch elevators: Elevators group passengers by their
nd

destination. This technology reduces wait and travel time by 25%. 500 West 2
Street was the first building to offer destination dispatch elevators in Austin. Our
tenants love them, and they can reduce energy consumption by 27%!

• Electric vehicle charging stations and efficient vehicle parking:
We encourage tenants to take greener forms of transportation by offering EV
charging stations in our garage as well as prime parking locations to tenants with
fuel-efficient vehicles.

• Submetering systems: We track utility consumption at the tenant level. Our tenants
are able to request this data to better understand their own consumption patterns.

• Energy recovery wheel: Reduces overall energy consumption associated with
the HVAC system.

glass architecture also serves to flood the
interior office spaces with natural light
and allows for expansive views of the
Colorado River and downtown Austin. To
further establish the connection between
building tenants and the outdoors, 500
West 2nd Street was designed with seven
terraces — allowing for fresh-air working,
meeting and dining opportunities.
Additional health and productivity
aspects of the building include a highend fitness center and locker room;
kayak and bicycle storage to encourage
tenants to take advantage of their
proximity to the lake and surrounding
trails; flexible meeting spaces including
convertible conference rooms and
cafes; and walkability to Austin’s
vibrant mix of parks, retail,
entertainment and restaurants.
Through these efforts, combined
with a variety of operational features
to increase sustainability, the building
achieved LEED Gold certification. This
allowed us to market the sustainability
features to prospective tenants and
the community.
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Despite the building’s ultimately
successful development process, the
team did experience two notable
challenges along the way. As part of
Trammell Crow Company’s agreement
with the City of Austin, we investigated
the use of glare prevention technique to
ensure the glass exterior of the building
would not negatively impact the comfort
of people in adjacent properties or the
lake environment. Through this process,
we learned that glare prevention
strategies would increase the energy
consumption of the building, since more
heat would theoretically enter the
building instead of being reflected away
— creating an additional cooling load on
building systems. Although
sustainability was a high priority for this
project, it was also important for us to
be a good neighbor and recognize the
health and well-being of people outside
the building as well as our occupants.
Therefore, we opted to move ahead with
the reduced glare techniques while
attempting to mitigate solar radiation
using high-performance curtain walls,

exterior shading elements and other
energy efficiency strategies.
Another challenge was the use of
reclaimed water at the property. 500
West 2nd Street was the first major office
development to utilize reclaimed water
from the City of Austin for non-potable
tasks. However, several issues soon
emerged. We found that the reclaimed
water clogged toilets and resulted in
irregular water pressure throughout the
building, partially due to differences in
filtering specifications. To resolve these
issues, the team collaborated with the
City on potential ways to improve the
operation of the reclaimed water system.
The City is currently working on
implementation of these strategies. In
the meantime, the property is being
served by potable water, but we hope to
rejoin the reclaimed system once these
issues are resolved.

Marketing and moving in
When marketing and leasing began in
2015, the largest businesses in
downtown Austin were law firms and
financial services firms. We originally
thought that our tenant profile would be
similar. Many of the technology firms
associated with Austin were located in
the suburbs or along the main highway
corridors. Our selected broker and
property manager, CBRE, led our
marketing campaign — which
highlighted the previously discussed
health-based amenities, walkability and
transit access of the property.
Six months into marketing, CBRE
landed an audience with Google, who
ended up taking space as the anchor
tenant and leasing seven floors of the
building for their Austin office. This
signaled a demographic shift, with
technology firms also wanting
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alternatives to suburban office parks and
the ability to attract millennial
employees interested in working, living
and playing in the downtown urban
core. We widened our target
demographic and adjusted our
marketing tactics accordingly. As a
result, 500 West 2nd Street was 100%
leased prior to opening and is now home
to prominent tenants from many
different sectors, including Deloitte,
CBRE and Austin Fraser.
Our tenants played an important role
in shaping 500 West 2nd Street’s
sustainability journey. The property
management team at CBRE worked with
Google to customize their space and meet
their own corporate sustainability goals.
Their discussions on the build-out and
operation of the space focused on health
and tenant comfort. Principal’s team
collaborated with Google to enhance
their leased area with additional
sustainable features including
composting services, a dog relief area,
dedicated terraces with access to outdoor
space, six-inch carbon filters to improve
air quality, and adding occupancy sensors
to the LED lighting system to further
reduce energy consumption. A unique
water feature was installed in Google’s
space passing through several floors,
utilizing condensate water from the
building’s cooling system. This
partnership continued into the operation
phase, where Google’s facilities manager
works with CBRE to regularly collect ESG
data for Google’s own tracking and
reporting purposes.

Lessons learned
While the project is universally
considered a success, there were
challenges and lessons along the way.
From a strategy perspective, we were

reminded of the value of aligned
interests. Through partnerships and a
shared prioritization of sustainability
between all development players —
including the City of Austin, Trammell
Crow Company, CBRE and Google — we
created one of the most sustainable
properties in Austin and in the Principal
Real Estate Investors portfolio.
From a credibility and competition
standpoint, we realized that the history of
Trammell Crow Company and Principal
Real Estate Investors brought a unique
marketing bonus. Our demonstrated
success and market reputation enabled us
to gain traction with a high-profile tenant
such as Google. Due to demand for this
office space, a larger building may have
been warranted. Within the building
itself, we are finding that a larger lobby
and increased locker size in the gym areas
are aspects that benefit our tenants’
current use of building features. We are
already putting these lessons learned into
practice. Our new project with Trammell
Crow Company, Indeed Tower — another
urban Austin property — will leverage the

knowledge we gained through the
development of 500 West 2nd Street.

Conclusion
As the saying goes, “success has many
authors.” Our experience with 500 West
2nd Street is a good example, particularly
from a sustainability perspective. In
today’s market, sustainability is no longer
an amenity — it is a requirement. Highquality tenants now expect sustainability
features and services in their workspaces
at a minimum. To provide the highest
quality sustainable offerings, we must be
transparent about our sustainability
goals, ensure stakeholders have aligned
interests, and work in a collaborative
spirit for best results. ◆
Jennifer McConkey is a Senior
Director — Operations and
Sustainability, and
Joe Wanninger is a Managing
Director — Asset Management at
Principal Real Estate Investors.
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