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a ‘weird concept’ for portland
Developer is planning to build unique private-sector workforce housing on Northeast Sandy Boulevard

By Chuck Slothower
cslothower@djcOregon.com

Developer Kevin Cavenaugh, via his firm Guerrilla De-
velopment, is embarking on a novel approach to provide 
workforce housing in fast-gentrifying Northeast Portland. 

He’s planning to construct an apartment building with 
some units renting for less than $600 per month – without 
government subsidies.

To make the project’s financials work, Cavenaugh is ask-
ing investors to accept a diminished return – only 4 per-
cent. He is seeking to prove that for-profit developers can 
build affordable workforce housing.

“It’s a weird concept,” he said. “I’m asking (investors) to 
just not be greedy.”

Cavenaugh said he has secured three significant private 
investments for the mixed-income multifamily project 
dubbed the Atomic Orchard Experiment. He purchased 
the 29,000-square-foot parcel at 2510 N.E. Sandy Blvd., 
home to an auto repair shop, for $3.2 million in November.

The Atomic Orchard Experiment represents a radical 
approach to providing workforce housing in Portland. The 
planned 88-unit development is uniquely structured. Sixty 
percent of the units will be market rate, at around $1,650 
per month. Twenty percent of the units will be afford-
able at 80 percent of median family income, a level set by 
housing regulators at $1,100 per month, earning a 10-year 
property tax abatement through Portland’s Multiple-Unit 
Limited Tax Exemption (MULTE) program.

And in an unprecedented twist, approximately 16 units 
would be pushed far below market rate to less than $600 a 
month. Cavenaugh is targeting rents of $582 a month.

Each unit in the approximately 75,000-square-foot 
building will be substantially similar in design, featuring 
spiral staircases leading to lofted sleeping spaces that blur 
the definition of studio and one-bedroom.

The units are only 600 square feet, but include roomy 18-
foot ceilings.

“It’s more about volume than square footage,” Cav-
enaugh said.

Five micro-retail spaces will occupy the ground floor 
along Sandy Boulevard.

Brett Schulz Architect is designing the project.
No other for-profit developer in Portland is building 

apartments priced at far below market rates without the 
benefit of government subsidies. To do so, Cavenaugh is 
offering investors a 4 percent preferred return. Typically, 

he offers investors an 8 percent preferred return.
“By getting a smaller dividend, that allows me to offer 

aggressively lower rents,” he said. “So that’s the social im-
pact. I just need to find investors that have a long-term 
goal.”

Investors can expect additional returns when the prop-
erty is eventually refinanced or sold, he said.

Cavenaugh is driven in part by a desire to prove to other 
developers that it can be done.

“The reputation of commercial real estate investors is 
that we’re greedy,” he said.

Cavenaugh’s concept – voluntary, subsidy-free afford-
able housing by a for-profit developer – appears to be un-
precedented in Portland.

“Kevin Cavenaugh’s known for being innovative and 
trying to push the envelope, and that’s good,” said Dan 
Valliere, chief executive of nonprofit housing developer 
REACH Community Development.

The Atomic Orchard Experiment would be welcome in 
Portland, where close-in housing is in high demand, Val-
liere said.

Cavenaugh said he’s pursuing below-market rents to 
give people who serve the community – for example, those 
who work for nonprofits dedicated to homelessness out-
reach – the ability to live in close-in Portland. He plans to 
exercise a preference for nonprofit workers who apply for 
the deeply affordable units.

Property owners are not allowed to discriminate by cer-
tain protected classes – for example, race, religion or sex. 
But Cavenaugh said there’s nothing to prevent him from 
discriminating in favor of nonprofit workers.

“I can discriminate by profession, so that’s what I’m go-
ing to do at Atomic Orchard,” he said. “It’s about support-
ing you and making the city better.”

Oregon law says landlords cannot discriminate based on 
source of income – for example, a landlord cannot ban re-
cipients of federal housing subsidies. But the state statute 
specifies that that provision does not refer to occupation.

Several local nonprofit organizations work on getting the 
homeless into homes, but there’s less emphasis on work-
force housing for nonprofit employees challenged by Port-
land’s market-rate rents, which have ballooned in the past 
two years.

Some Portland nonprofit organizations struggle to find 

housing for their employees.
“That has been a big concern for nonprofits,” said Jim 

White, executive director of the Nonprofit Association of 
Oregon.

Meanwhile, the Atomic Orchard Experiment is an exper-
iment for Cavenaugh in more ways than one. It’s easily his 
largest multifamily project, although he’s built apartments 
before – most recently in the 2/3rds project in St. Johns.

Currently, Cavenaugh is building the Fair-Haired Dumb-
bell, an office-over-retail project in the Central Eastside 
that attracted widespread publicity, including an article 
in The New York Times, for using crowdfunding. The cam-
paign raised $1.5 million – a substantial amount, but only 
a fraction of the project’s $18 million total cost. The rest 
was supplied was M & T Bank’s Lake Oswego office and 
individual, long-term investors.

Atomic Orchard Experiment will not use crowdfunding. 
Cavenaugh said he didn’t want to undergo the time-con-
suming process for the new project.

The Fair-Haired Dumbbell is on track for completion in 
June 2017, he said. Tenants on board include a bar from a 
local operator and a barber shop.

Cavenaugh has also developed commercial projects 
such as Burnside Rocket, The Zipper and The Ocean. He’s 
nearly finished building New New Crusher Court, a retail 
and office project on Sandy Boulevard. New New Crusher 
Court is fully leased, and the first tenants will move in by 
the end of December, he said.

Cavenaugh has focused on Sandy Boulevard for sever-
al of his recent projects. That’s no accident. The four-lane 
boulevard, historically part of U.S. Route 30, allows for 
lower costs.

“In everything I do, I tend to go into fringe neighbor-
hoods where the growth potential is high,” he said.

Cavenaugh is in escrow for another Sandy Boulevard 
property that could be the location of his next project. Af-
ter that, he may look to fringier neighborhoods, he said. 

“I’ve probably priced myself out of the market on San-
dy,” he said.
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Kevin Cavenaugh of Guerrilla Development is planning to build 
a mixed-income apartment building on the site of a former auto 
repair shop at 2510 N.E. Sandy Blvd.

Courtesy of Brett Schulz Architect

Plans for the Atomic Orchard Experiment, a mixed-income project by Guerrilla Development, call for 88 loft units.


