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Good morning Mayor, Commissioners, and Community Budget Advisors.
I am City Auditor Mary Hull Caballero. With me today is Joshua McNeal, who is the firstever Business Operations Manager in the Auditor’s Office.
Given that we’ve got some new faces at this table, I’m going to start with some background
about the City Auditor’s Office, how it fits in our City government, and a recent Charter
amendment that should inform our discussion today.
The City Auditor is the sixth elected official in Portland. Its mission is to promote
accountability and transparency among City bureaus, which are led by my fellow elected
colleagues. My job, at its most basic, is to keep an eye on them in their executive branch
capacity.
The Mayor and Commissioners also have legislative and budget-setting responsibilities that
the Auditor is not assigned.

1

Voters

Commissioners in charge

City
Attorney

Budget
Office

Auditor

Management &
Finance

Bureaus

This infographic depicts recent, relevant history. It shows how the Auditor functionally had
been pushed down in the hierarchy and treated like a bureau instead of an elective office,
even though Portland has had a Charter-mandated City Auditor since 1868, and an elected
City Auditor since 1891. You’ll find the Auditor at the bottom of the heap on the left, below
commissioners-in-charge and three bureaus.
This was especially troublesome at budget time.
Mayors would announce their spending priorities, and the Auditor’s Office could never
compete with paving streets, hiring police officers, or increasing shelter beds or affordable
housing units.
While we can help the City achieve those things by shining a light where it could be more
efficient, effective and equitable, the Auditor’s Office never really fit the letter of the
budget criteria set forth by Mayors and used by the City Budget Office to make
recommendations about whether requests should be funded.
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In 2017, I proposed and City Council agreed to refer a Charter amendment to the ballot for
voters to decide if they wanted the Auditor to be independent from bureaus and their
commissioners-in-charge. This graphic depicts the concept put before the voters.
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86.41 %

And 86.41 percent of them reiterated that, yes, that’s what they wanted in their City
government.
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“…Mayor and Council should
consider the Auditor’s
priorities and duties.”

The Charter as amended says the Mayor and Council should consider the Auditor’s
priorities and duties when setting the Auditor’s budget, rather than their own priorities.
This language clarifies that the budget priorities and duties of the elected Auditor are equal
to those of City Council even though they are different.
So what are the Auditor’s duties and priorities?
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My duties are to audit, investigate, and record. I also manage an office of 54.5 full-time
equivalent employees with the assistance of seven division managers and Management
Services’ staff.
Auditor duties set forth in Charter are shown in gray.
Other duties defined in City Code are shown in light green. They are the result of Council
requesting, and the Auditor agreeing, to take responsibility for them.
Elected auditors also have their own priorities on which they campaigned for office. These
go beyond the obligation to implement Charter and Code requirements.
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Equity | Communication | Independence

As I begin my second term, my priorities remain the same as in my first. They are to
continue:
• Making equity a routine analytical component of our assessments and operations;
• Communicating in formats various audiences prefer and in plain language that invites
the public’s interest and understanding; and,
• Protecting the independence of the Auditor’s Office.
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“…Mayor and Council should
consider the Auditor’s
priorities and duties.”

While we advanced the cause of independence with the Charter amendment, there’s still a
bit of unfinished business to ensure the budget-setting process for the Auditor’s Office is
fair to both City Council and the Auditor.
The Charter’s broad language establishes a context for what the public expects, but
provides no framework for how to achieve it. As with other Charter sections, subsequent
Council action through City Code and ordinances was necessary to define how Charter
would be implemented.
I am proposing a framework today that ensures Council can meet its fiduciary responsibility
under State budget law and provide the Auditor’s Office with predictable funding. The
framework also mitigates two structural problems that put the Auditor’s Office at a
disadvantage during the budget process.
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It’s no one’s job to look out
for the Auditor’s Office
when the hard decisions
about what to fund and at
what level are being made.

The first structural issue is that it’s no one’s job to look out for the Auditor’s Office when
the hard decisions about what to fund and at what level are being made
The Auditor is the only elected official who does not vote on budget options. The Auditor’s
Office is unique among City offices and bureaus to go through the process without a
champion to fight for its resources.
This puts the Auditor in the unenviable position of competing for funds knowing that a
dollar for the Auditor’s Office is one Commissioners cannot spend on their own priorities.
The Auditor’s only recourse is to scramble at the 11th-hour to generate public pressure on
City Council. The Auditor should not have to depend on the kindness of Council members
and the media to ensure the Auditor’s Office has the appropriate resources it needs.
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It is an inherent conflict-ofinterest for those we audit and
investigate to decide line-items in
the Auditor’s budget.

The second structural issue is the commission form of government, which creates a
conflict-of-interest by placing those we audit and investigate in charge of our budget.
Independence in fact and perception is the bedrock of any accountability office. Having
representatives of the executive branch making decisions about the Auditor’s budget at the
line-item level is an organizational impairment to my office’s independence. It hurts our
credibility.
That’s because appearance counts as much as actual interference. The budget process as
currently configured leaves some people thinking the City Auditor’s Office pulls its punches
because Council pulls its budget strings.
We don’t, but I can’t readily prove the accusation is without merit because City Council
DOES control important decisions within my office.
What I’m going to say next went unsaid in my four prior budget hearings. I’m going to list
examples of important work done by the Auditor’s Office that the public values, but is bad
strategy to bring up when asking Council for additional resources.
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The Ombudsman alerted the public in 2016 that more than 18,000 cell phone calls to 9-1-1
got disconnected before an operator got on the line.
That investigation led to a follow-up report in which the Ombudsman found that callers
were left on-hold much longer than the Bureau had asserted and well below acceptable
national standards.
The Commissioner on whose watch this occurred gets a vote on whether the Auditor’s
Office can add a deputy Ombudsman to our staff.
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POLICY REVIEW:
Portland Police Bureau can improve its approach
to crowd control during street protests
May 2018

Under pressure from the U.S. Department of Justice, Independent Police Review in recent
years has received resources for additional investigative positions and analytical capacity.
With that new capacity, we can conduct more policy reviews, which stem from community
member complaints that don’t meet the criteria for officer misconduct, per se, but could
be addressed with improved policies. These two reports focused on sensitive topics of
importance to our community.
The example on the left assessed whether organizational barriers kept the Police Bureau
from achieving its goal to diversify its workforce. We identified some gaps in the process
and made recommendations for improved data collection to identify where demographic
groups fall out of Portland’s hiring process.
We also dissected decisions the Police Bureau made during a street protest and identified
areas where policy improvements could be made to operations during such events. The
commissioner on whose watch these events occurred gets a vote on whether the Auditor’s
Office can add resources to Independent Police Review.
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REGIONAL ARTS AND CULTURE COUNCIL:
Clear City goals aligned with strong Arts Council strategy will
improve arts and culture services
May 2018

Performance auditors usually focus on program efficiency and effectiveness. Any student of
government, however, knows that you can run an efficient and effective program and end
up with adverse outcomes for some groups. By adding equity analyses, our audits provide a
broader landscape of findings and recommendations that can help the City avoid making or
fix mistakes that hurt certain demographic groups more than others.
These audit reports identified decisions by the City that contributed to the erosion of trust
that government works for everyone.
It’s a truism that the public must have faith in its police force for the community to be safe
and law enforcement to be effective. We produced two reports about gang enforcement
that showed the Police Bureau’s approach placed a disparate burden on the AfricanAmerican community. What’s worse, the Bureau couldn’t show that its tactics were
effective in curbing gang violence.
Choosing audit topics is the sole responsibility of the elected Auditor. Mayor Wheeler and
Commissioner Fish made a persuasive case, however, that we audit the City’s funding of
the arts through the Regional Arts and Culture Council. To their credit, they provided
additional funding for the work and their only request was that “we do what we normally
do” in any audit – provide unvarnished findings and recommendations.
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What followed was the best result an Auditor could hope for. City Council held a work
session to discuss the results, and the Arts Council announced that it has changed its existing
funding model to address historic disparities that adversely affected artists of color and small
organizations.
So what if Council had not responded so positively to this work? Come budget time, each
member gets a vote on whether Audit Services gets funding for a new auditor position to
expand its reach.
Just as I can assert but not prove that my office tells it like it is, City Council members can
assert but can’t prove that audits and investigations don’t affect their budget decisions.
That’s a credibility problem for both of us, and I have a budget proposal to resolve it.
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The Auditor’s Office
makes up 0.2 percent
of the City’s budget.

To put things in perspective, it’s important to note that in the grand scheme of the City
budget, the Auditor’s Office is small, and our request for next fiscal year is modest. I could
argue that the savings Bureaus gain when they implement our recommendations, more
than pay for what we cost.
In percentage terms, the Auditor’s Office barely registers at 0.2 percent of the City Budget.
That’s us in the lower right-hand column, the green slice of a slice of the budget pie.
We are requesting a total of 11.7 million dollars, including about $280,000 in new
resources. The big ask is for a budget note to establish a budget-setting pilot to put the
Auditor’s Office on equal footing with other City elected officials.
The pilot represents the framework to implement the public’s expectations from the
Charter election. It ensures that Council can meet its fiduciary obligations and provides
predictable, modest funding increases for the priorities and duties of the Auditor’s Office
over a five-year planning horizon.
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After researching a number of options, we identified the funding model used by the Tax
Supervising and Conservation Commission, which is an independent body that reviews
municipal budgets in Multnomah County before they are adopted, including Portland’s.
Here’s how it works: the Legislature sets a budget cap based on a percentage increase
over 10 years, and the Tax Commission must operate below that cap.
We’ve proposed using a similar concept to set the Auditor’s budget over the next five
years. The funding cap would account for one-time and ongoing resources. Year-end
savings from materials and services would be set aside in a fund for the Auditor’s use.
Once accumulated funds reach $500,000, any additional savings would return to the
General Fund.
The pilot’s maximum funding cap would be the Current Appropriation Level plus a set
percentage, which will be developed for the Mayor’s Proposed Budget with the assistance
of the City Budget Office. Exceptions to the funding cap would be permitted for sizable
unanticipated expenditures, such as legal judgments. Council would also provide
additional funds when the Auditor accepts expanded responsibilities at Council’s request
or through voter-approved Charter changes that require resources to implement.
Changes to the maximum funding level also may be necessary based on a December
revenue forecast that reflects economic conditions that may result in substantial Citywide
cuts. In that context, the Mayor and Auditor would negotiate an appropriate funding level
to be included in the Mayor’s Proposed Budget for approval by Council. Any cuts to the
Auditor’s Office would be consistent with cuts experienced across the City, but only if they
also apply to other elective offices.
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Auditor’s Office Adopted Budget | Percent Change by Fiscal Year
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We based our recommendation for the appropriate percentage for Year 1 on a couple of
factors, which are the historical average increases in Auditor’s Adopted Budgets and what’s
needed to achieve our strategic goals.
Those goals for next fiscal year are to :
• Resolve the systemic conflict over setting the Auditor’s budget;
• Improve awareness of our services in underserved communities; and,
• Increase our capacity for accountability and transparency.
The chart shows that the average increase in the Auditor’s Adopted Budget over the past
five years has been 5.44 percent.
Our request for Year 1 of the budget pilot amounts to a 2.5 percent increase over our
Current Appropriation Level, or just over $279,000.
Over one-third of those new funds would address substantial risk to the City that has
emerged over time in the Hearings Office.
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Community member appeals and Code enforcement cases filed with
the Hearings Office have increased by 128 percent (not including
vehicle tow appeals).
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The increased number and complexity of cases combined with turnover in the Chief
Hearings Officer position after decades of stability poses a serious risk to the City.
Certain case types filed with the Hearings Officer have increased 128 percent since Fiscal
Year 2014. That increase does not include vehicle tow cases, which are paid for by the
Police and Transportation Bureaus through inter-agency agreements, and land-use cases,
which are paid for with fees collected by the Bureau of Development Services.
To mitigate the risk, almost $100,000 of our $279,000 request would be used to increase
an existing part-time, casual, Hearings Officer position to full-time, permanent. That
amount includes budgeted salary and benefits.
Having two full-time Hearings Officers will ensure that cases will be heard and decided in a
timely fashion and lagging management and operational obligations will be met.
The remainder of our request includes a handful of one-time projects, which are detailed in
our requested budget.
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In conclusion, I’d like to address the somewhat-deserved criticism the Auditor’s Office has
received for not spending funds Council provided it.
The chart is evidence that the steps I’ve taken internally to develop a logical spending
strategy is projected to sharply reduce our underspending. We’re making smarter
investments linked to our strategic goals that will carry us through the pilot.
For example:
• Divisions now have integrated strategic and equity goals in addition to meeting their
Charter and Code obligations;
• Managers have aligned their division budgets to those goals; and,
• Granular budgeting has been implemented in each division to ensure we are marshaling
resources to strategic priorities.
I hope I have made a persuasive case to adopt and fund a five-year budget-setting pilot that
is fair to the Auditor’s Office and City Council and improves our credibility with the public.
We must demonstrate that the City cares about accountable and transparent government
and is willing to fund it.
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