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foreword 5

How many bad apples were spoiling the 
Warrnambool City Council barrel? Local reports 
of widespread credit card and other financial 
misuse suggested many, as did the number of 
allegations being made to Victoria’s integrity 
bodies. A Council employee had resigned after 
public exposure, the commentary suggesting 
that but for the media exposure, the misdeeds 
would have been covered up.

It was plainly of the utmost importance to the 
people of Warrnambool and the reputation 
of the Council to get to the bottom of these 
allegations. Was credit card misuse rife? Was 
there a cover-up?

The conclusion of this investigation is that 
while there is evidence of lax practices by 
staff and poor judgement by some in senior 
management, credit card misuse was not 
widespread. Serious misuse was limited to 
one individual, although the level of abuse was 
greater than had been exposed or admitted to, 
in some instances also suggesting a deliberate 
intention to deceive.

The people of Warrnambool do not expect 
their hard-earned payment of rates to be 
funding espresso martinis, travel to Melbourne 
coinciding with football games, spa resort 
massages for family members, or hundreds of 
dollars in alcoholic beverages, described on the 
invoice as ‘Room Hire’. 

But while the individual no longer works for the 
Council and has repaid the money, the damage 
has been done.

Senior management could and should have 
done more at the time the misuse was first 
exposed in 2018. Although this inaction was 
neither dishonest nor systemic, it gave rise to 
the impression of a cover-up. The then-CEO 
told us he ‘would have dealt with it differently’ 
had the full picture been known at the time – an 
important, indeed painful lesson that integrity 
rules exist for a reason. 

The impression of large numbers of snouts 
in the public trough was also exacerbated by 
overly generous hospitality policies. It was 
understandable that Council should wish to 
support local traders affected by the city centre 
construction works. But to an observer, the 
holding of meetings by Council officers in local 
cafés and restaurants was no different from 
staff going out for lunches and coffees on the 
public purse. 

Combined with lax adherence to processes 
and insufficient oversight by some, it is not 
surprising these public displays of eating 
and drinking gave rise to the impression they 
apparently did. 

Policies and guidance have since been 
tightened, external audits and reviews are being 
implemented, and fewer credit cards are now in 
use. 

But again, the damage has been done. Fairly 
or unfairly, Warrnambool Council has withered 
under the intense gaze of public scrutiny. 
Not only the actions of an individual, but the 
response, and lack of clear guidance at the 
time about what was acceptable, undoubtedly 
dented public confidence in both the Council 
and its officers. Whether or not they had used 
or misused a credit card, all have suffered the 
fallout. 

While we did not find evidence of systemic 
abuse by Council officers or systemic failings by 
senior management, for reasons discussed with 
those making the allegations, we did not deal 
with every allegation aired publicly or privately, 
and which continued during the investigation. 

Their prevalence and persistence suggest a 
disunity within Council which this investigation 
does not purport to deal with, but for the sake 
of ratepayers and the community must be 
addressed. Communities rely on their council to 
practice unified and strong civic leadership.

Deborah Glass

Ombudsman

Foreword
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Timeline of key events

7 Nov 
2016

30-31 
July 
2018

April 
2017

Oct 
2018

21 Sep 
2018

30 Oct 
2018

5 Nov 
2018

15 Oct 
2018

21 Sep 
2018

2 Nov 
2018

7 Nov 
2018

David 
McMahon 
commences 
as Manager 
Visitor 
Economy, 
City Growth

CEO Bruce 
Anson is 
informed 
about the 
transaction

David 
McMahon’s 
credit card 
reconciliation 
approved 
(includes a 
transaction of 
$2,195.50 at 
RACV Resort)

Bruce Anson 
meets 
with David 
McMahon to 
review his 
transactions. 
David 
McMahon 
returns his 
credit card

Bruce Anson 
issues David 
McMahon 
a first and 
final written 
warning

Council 
representatives 
attend 
conference at 
RACV Cape 
Schanck 
Resort

Dates of transactions David McMahon repaid

A Finance 
Officer flags 
the RACV 
Resort 
transaction 
and requests 
itemised 
receipts from 
RACV

A Freedom of 
Information 
request is 
submitted 
to Council 
regarding its 
credit cards

David 
McMahon 
reimburses 
Council 
$5,666.84 
($534.50 
subsequently 
refunded by 
Council)
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May 
2019

Dec 
2018

20 Dec 
2018

11 Feb 
2019

3 Jan 
2019

Between 
3 Jul & 
22 Aug

8 Jul
2019

15 Jul
2019

22 Aug
2019

Council 
amends the 
Credit Card 
Policy and 
Procedure, 
and Travel and 
Entertainment 
Policy

David McMahon 
submits his 
resignation 
and repays 
$3,071.73.

Peter Schneider 
submits a 
mandatory 
notification  
to IBAC

Councillors 
carry a notice 
of motion 
to engage 
an external 
auditor

Bruce Anson 
retires from 
Warrnambool 
City Council

Local media 
reports are 
published 
about credit 
card spend at 
Council

Andrew 
Paton 
approves 
David 
McMahon’s 
request to 
reissue his 
credit card

Peter 
Schneider 
meets 
with David 
McMahon to 
discuss his 
transactions

Peter 
Schneider 
commences 
as CEO
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Why we investigated
1. This investigation examines allegations 

of corporate credit card misuse at 
Warrnambool City Council that came 
to light following reports in local media 
and the subsequent resignation of David 
McMahon, Manager Visitor Economy, City 
Growth in 2019.

2. The Independent Broad-based Anti-
corruption Commission (IBAC) received 
multiple allegations about the use of 
credit cards at the Council in 2019. 
IBAC determined the reports were not 
'protected disclosure complaints' under 
the former Protected Disclosure Act 2012 
(Vic). On 16 August 2019 IBAC referred the 
reports to the Ombudsman, in effect, to 
deal with as the Ombudsman saw fit. 

3. Following enquiries, including considering 
media reports and allegations of 
widespread misuse, the Ombudsman 
commenced an ‘own motion’ investigation 
into the use and authorisation of corporate 
credit cards at the Council, pursuant to 
section 16A of the Ombudsman Act 1973 
(Vic). 

4. The investigation was publicly announced 
on 16 December 2019. The Ombudsman 
said her investigation would look into 
actions taken by the Council, and the 
controls it had in place, to protect public 
money.

5. In April, May, and June 2020, IBAC 
referred three public interest complaints, 
containing a number of further allegations 
of improper conduct by Council officers. 
These allegations were all reviewed in light 
of the investigation already substantially 
underway. On 9 July 2020, the 
Ombudsman expanded her investigation 
to include potential improper invoicing 
practices and failure to address allegations 
of serious misconduct by other Council 
officers.

6. Given the sensitivity of the allegations, 
the investigation consulted with relevant 
parties and concluded that the other 
allegations lacked sufficient detail 
to investigate or were otherwise not 
appropriate to bring into the terms of 
reference of the current investigation. 
These allegations included matters that 
had already been investigated or were 
being investigated by other bodies.  

7. This investigation looked into the actions 
of David McMahon, what action was taken 
by senior managers in response to his and 
other alleged misconduct, and whether 
credit card misuse and other financial 
irregularities were widespread at the 
Council. 

8. Throughout the investigation the 
Ombudsman was mindful that the matters 
giving rise to it continued to be subject to 
widespread speculation within the Council 
and the community, as well as litigation 
and further allegations about the culture 
within the Council. While this investigation 
makes observations about these matters, it 
does not purport to examine them.    

Jurisdiction
9. Under the Ombudsman Act, the 

Ombudsman’s jurisdiction extends to 
investigating actions and decisions of 
a public authority. The definition of an 
‘authority’ includes local councils and 
members of council staff.

Introduction
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Investigation methodology
10. On 1 November 2019, the Ombudsman 

notified the Minister for Local Government, 
the Chief Executive Officer and the 
Mayor of the Council of her intention to 
investigate the allegations.

11. The investigation involved:

•	 analysing about 3,500 transactions on 
12 Council credit cards

•	 reviewing Council’s policies on credit 
card usage, travel and entertainment 
expenditure, and fraud and corruption 
controls

•	 reviewing media reports about the 
use of corporate credit cards at the 
Council

•	 reviewing Council officers’ internal 
emails and electronic calendars

•	 obtaining evidence from private 
companies and individuals

•	 obtaining Statutory Declarations from 
three members of the public

•	 attending Council Offices to meet with 
the then Chief Executive Officer and 
other individuals on two occasions.

12. The investigation also interviewed 13 
current or former Council officers, 
including its two previous Chief Executive 
Officers.  

13. In investigating potential systemic 
issues of misuse of Council credit cards 
and improper invoicing practices in 
the Council’s City Growth team, the 
investigation obtained and reviewed 
a substantial amount of Council’s 
financial records to assist in reaching the 
Ombudsman’s conclusions. However, the 
investigation is not an audit of Council’s 
financial records in their entirety. 

14. The investigation has been guided by 
the civil standard of proof, the balance of 
probabilities, in determining the facts of 
the investigation - taking into consideration 
the nature and seriousness of the matters 
examined, the quality of the evidence 
and the gravity of the consequences that 
may result from any adverse opinion. 
An Ombudsman investigation does not 
determine criminal liability.

Procedural fairness 
15. This report includes adverse comments 

about David McMahon, former Manager 
Visitor Economy at the Council, and 
comments that may be regarded as 
adverse about Council Director Andrew 
Paton and former Chief Executive Officer 
Bruce Anson. In accordance with section 
25A(2) of the Ombudsman Act, the 
Ombudsman has given them a reasonable 
opportunity to respond to an earlier draft 
of this report. This report fairly sets out 
their responses.

16. The investigation also provided relevant 
sections of the draft report to a number of 
individuals for their comment. 

17. In accordance with section 25A(3) of 
the Ombudsman Act, any other persons 
who are or may be identifiable from 
the information in this report are not 
the subject of any adverse comment or 
opinion. They are named or identified in 
this report, as the Ombudsman is satisfied 
that:

•	 it is necessary or desirable to do so in 
the public interest, and

•	 identifying those persons will not 
cause unreasonable damage to those 
persons’ reputation, safety or well-
being. 
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About the Council
18. Warrnambool City Council, located 

on Victoria’s south west coast, has a 
population of around 35,000 people 
across 120 square kilometres. The Council 
consists of seven Councillors. The Chief 
Executive Officer (CEO) reports to 
the Council and implements strategic 
initiatives, ‘influences and informs’ other 
branches of government and industry 
about local initiatives and issues, and 
oversees engagement of Council staff and 
the day to day operations of the Council. 

19. Council operates 35 business units and 
provides approximately 120 different 
services to the Warrnambool community. 
These include maternal and child health 
services, home care and support for elderly 
residents, garbage and recycling, road 
maintenance, the South West Victorian 
Livestock Exchange (the sale yards), and 
parks and recreation facilities. 

20. Council’s head office and Chambers are 
located at 25 Liebig Street, Warrnambool. 
Council is a major employer in the 
community, with a full-time equivalent of 
395.3 employees in 2018-19.

21. Council owns and manages community 
assets including Aquazone, Warrnambool 
Art Gallery, Warrnambool Stadium, the 
Lighthouse Theatre, Surfside Holiday Park 
and Flagstaff Hill Maritime Village.

22. The Council Plan 2017-2021 has key 
strategic objectives to:

•	 sustain, enhance and protect the 
natural environment

•	 foster a healthy, welcoming city that is 
socially and culturally rich

•	 maintain and improve the physical 
places and visual appeal of the city

•	 develop a smarter economy with 
diverse and sustainable employment

•	 practice good governance through 
openness and accountability while 
balancing aspirations with sound 
financial management.

23. Council’s total expenditure for the 2018-19 
financial year was approximately $75m, 
and rates are a substantial source of 
income to fund Council’s activities. 

24. In March 2019 Council resolved to apply 
to the Essential Services Commission 
for a variation to its rate cap, which was 
subsequently approved for a period of two 
years. Council sought the rate increase 
to allow renewal of infrastructure in the 
Warrnambool region, including roads and 
footpaths and to increase tourism. 

Council’s management 
structure
25. Council officers work across the 35 

different business units, each reporting to 
their respective management teams led by 
an Executive Director. The four Executive 
Directors report to the CEO and meet as 
the Management Executive Group on a 
weekly basis to discuss and plan strategic 
and operational issues.

26. Bruce Anson was Council’s CEO from 
2008 until 4 January 2019. Peter Schneider 
commenced as CEO in February 2019, with 
an acting CEO holding the position in the 
interim. Peter Schneider was the CEO from 
February 2019 to July 2020.

27. Bruce Anson and Peter Schneider each 
told the investigation their Executive 
Directors were a high-level team who 
worked closely as a management group.

28. Figure 1 on the next page shows Council’s 
management structure in relation to its 
City Growth Directorate during the time of 
the investigation. Staff who have since left 
the Council are shown in shaded boxes.

Warrnambool City Council
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Figure 1: Warrnambool City Council Management Structure 2017-20

Source: Victorian Ombudsman (incorporating information from Warrnambool City Council)

Bruce Anson
Chief Executive
2008 - Jan 2019

Vikki King
Acting Chief Executive
Jan 2019 – Feb 2019

Jul 2020 - present

Peter Schneider
Chief Executive

Feb 2019 - Jul 2020

Executive Assistant
Manager Governance 

Projects & Risk

Andrew Paton
Director City Growth

2008 - present

Manager Economic 
Development

Manager City 
Development and 

Strategy

David McMahon
Manager Visitor 

Economy
Nov 2016 – July 2019

Peter Utri
Director Corporate 

Strategies
2016 - present

Manager Financial 
Services

Manager Organisational 
Development
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Council’s integrity obligations
29. The Local Government Act 1989 (Vic) 

governed the Council’s operations at 
the time of the events subject to this 
investigation. This Act has since been 
superseded by the Local Government Act 
2020 (Vic), which will become operational 
in four stages. 

30. As required by both versions of the Local 
Government Act, the Council has a Code 
of Conduct, which Council employees, 
contractors and volunteers are required to 
comply with. Former CEO Bruce Anson’s 
message at the beginning of the Code of 
Conduct says:

The Warrnambool City Council aims to 
maintain a culture that promotes honesty, 
trustworthiness, professionalism, and a 
cooperative working environment.

This Code of Conduct helps us maintain 
standards and leadership within the 
community.

This Code of Conduct establishes the 
foundation for the behaviours and 
attitudes that will further strengthen our 
commitment to the community.

If you are uncertain about what is 
expected of you consult with your direct 
manager or the relevant Director. If you 
act in good faith and in keeping with the 
spirit of this Code, you can expect to be 
supported.

31. The Code of Conduct states: 

Council employees must act impartially, 
with integrity, avoid and declare conflicts 
of interest, be accountable and provide 
responsive services with reasonable care 
and diligence in the performance and 
discharge of official functions and duties.

An employee of the Council has a unique 
position of trust requiring standards of 
behaviour that reflect the expectation of 
the Council and the people of the City. 
Council intend for the Code of Conduct to 
be a public declaration of the principles of 
good conduct and standards of behaviour 
… of its employees.

Council’s Corporate Credit Card Policy 
and Procedure 

32. Council adopted a Corporate Credit Card 
Policy and Procedure on 8 March 2018, to 
be reviewed in March 2021. Prior to this, 
information about the use of corporate 
credit cards was addressed in Council’s 
procurement procedure. 

33. The introduction of the Credit Card Policy 
and Procedure coincided with the decision 
to increase the number of credit cards 
issued to Council officers, the intention of 
which was to produce payment efficiencies 
within Council. 

34. A key requirement of both the Policy and 
Procedure is that credit card purchases 
must be for ‘official purposes’, defined as:

purposes that are in direct connection 
with, or a direct consequence of, the 
cardholder’s functions and duties within 
the Council.

35. Both the Policy and Procedure were 
revised in December 2018, with this 
definition unchanged. 

36. The Credit Card Policy states that where 
‘unauthorised use’ is detected:

The Manager Financial Services is 
responsible for investigating all instances 
of unauthorised use and for reporting 
such instances to the Chief Executive, 
independent Internal Auditor, Manager 
Governance and Risk or the Risk 
Management Coordinator.

A disclosure about unauthorised use may 
also be made directly to the Ombudsman 
or to IBAC …

37. The Credit Card Procedure states: 

Where the Manager Financial Services 
identifies non-business related or 
inappropriate expenditure has been 
incurred on a credit card the cardholder 
will be personally responsible for these 
charges. The Manager Financial Services 
shall notify the cardholder and arrange for 
a tax invoice to be issued and may have 
the card cancelled immediately.
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A cardholder must ensure that the Council’s 
credit card is maintained in a secure manner 
and guarded against any improper use. 
Credit card details are not be released to 
anyone – all credit card purchases must be 
made through the cardholder.

Council’s Travel and Entertainment Policy

38. The Council adopted a Travel and 
Entertainment Policy on 22 December 
2008. An updated Policy was drafted in 
2017 but was not adopted by the Council 
until November 2018.

39. The Travel and Entertainment Policy 
applies to Council staff, except for 
Councillors and the CEO, and provides:

Approval and Authorisation 

All staff required to travel or entertain for 
WCC in the normal conduct of Council 
business are eligible for reimbursement 
of reasonable costs. Such costs must fall 
within the confines of this Policy and be 
accompanied by appropriate forms and have 
approval from the employee’s supervisor 
(i.e. Manager or Director or Chief Executive). 
All interstate and overseas travel requires 
approval by the CE and registered in 
Council’s travel register (in accordance with 
the Local Government Act).

Corporate Credit Cards 

Where possible, staff are required to use the 
corporate credit card as the sole payment for 
all business-related travel and entertainment 
expenses. The card should be used for all 
business-related expenses, including airfares, 
car rentals, hotels, entertainment, meals 
and car services. Staff are responsible for 
ensuring that monthly account statements 
are authorised and submitted to the Finance 
Branch for payment.

Meals whilst travelling, with clients/associates 
or other staff are reimbursable according to 
the redeemable allowance in Appendix 2. 

All expenses claims are to include the 
following:

•	 Amount of the expense

•	 Venue

•	 Business purpose of the expense

•	 Names of individuals present, their titles 
and company name (both WCC and non-
WCC)

•	 Original tax invoice.

40. The Policy was silent on the purchase and 
consumption of alcohol. Council updated 
the Travel and Entertainment Policy in 
November 2018 to include:

Any purchases of alcohol will not be 
reimbursed as part of the meal allowance.

41. The redeemable meal allowance for 
breakfasts and lunches was up to $25 and 
dinners were up to $50. 

42. Where meals occurred with external 
parties and/or other Council staff, in 
addition to the receipt, the expense 
claims were to detail the names, titles and 
company name of the attendees and the 
business purpose of the expense. 

43. The Travel and Entertainment Policy 
states credit cards are to be used for meal 
purchases where possible, and for the 
most senior Council officer present to use 
their Council credit card to pay the bill. 

Council’s Procurement Policy 

44. Council’s Procurement Policy promotes 
the benefits of Council procurement of 
goods and services from local businesses 
in the Warrnambool region, and directs 
preference should be given to doing so 
where justifiable.
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Council’s Fraud and Corruption Control 
Policy

45. Council adopted a Fraud and Corruption 
Policy on 5 September 2016. Its purpose is 
to:

•	 Promote and guide the conduct 
of Councillors, Council staff and 
external parties associated with 
Warrnambool City Council, with a 
view to the avoidance of fraud and the 
management of situations which may 
be regarded as unethical conduct or 
behaviour;

•	 To demonstrate that Council is 
committed to the detection and 
investigation of any such occurrences;

•	 Encourage and facilitate the 
notification of matters that will assist in 
the avoidance of fraud;

•	 Ensure that notifications are treated in 
strict confidence and investigated fully;

•	 Protect those people making 
notifications from retribution.

46. Council also adopted a Fraud and 
Corruption Control Procedure and a 
Fraud Control Plan on 25 January 2017. 
The Procedure outlines the regulatory 
framework and Council’s approach to 
monitoring, investigating, and reporting 
instances of fraud, defined as ‘Dishonestly 
obtaining a benefit, or causing a loss, by 
deception or by other means’.

47. The Procedure states that the CEO may 
direct reports to Council’s independent 
Internal Auditor for investigation; will 
be consulted and decide whether the 
Police or any external assistance will be 
employed; and is responsible for selecting 
the personnel to be involved in the 
investigation team. 

Independent Broad-based Anti-corruption 
Commission Act 2011

48. The objective of the IBAC Act is to prevent, 
identify, investigate and expose ‘corrupt 
conduct’. Section 4(1)(b) defines ‘corrupt 
conduct’ as conduct ‘of a public officer or 
public body that constitutes or involves 
the dishonest performance of his or her or 
its functions as a public officer or public 
body’. 

49. Section 57 of the IBAC Act refers to 
mandatory notification to IBAC of 
suspected corrupt conduct: 

Subject to any exemption notices issued 
under section 57B, the relevant principal 
officer must notify the IBAC of any matter 
which the person suspects on reasonable 
grounds involves corrupt conduct 
occurring or having occurred.

Council’s credit cards – an 
overview
50. Prior to 2017, credit cards were held by 

some members of the Council’s Executive 
Team and a small number of other staff. 
In 2017, Council changed its practice from 
procuring day to day goods and services 
through an invoicing process, to using 
corporate credit cards. 

51. Council considered this to be more 
efficient and cost effective than generating 
invoices. Former CEO Bruce Anson told 
the investigation that the cost of procuring 
goods and services via invoice was about 
$100 per transaction. In contrast, the 
charge per transaction for a credit card is 
minimal and the reconciliation process can 
be conducted in bulk on a monthly basis, 
by checking transaction receipts against a 
credit card statement.
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52. Where a business need was identified 
for a Council officer to be issued with 
a corporate credit card, a line manager 
would submit a request to Council’s 
Finance Department. The Manager 
Financial Services would assess the 
request, the nominated credit limit and 
authorise it, if considered appropriate. 
The Credit Card Procedure states the card 
is issued to a Council officer based on 
operational need, not simply seniority. 

53. In the 2018-19 financial year, Council had 93 
credit cards (with 15 deactivated during the 
period), with the card limits ranging from 
$500 to $10,000. When the investigation 
last checked with Council, it advised there 
were around 70 credit cards in use. 

54. Bruce Anson informed the investigation 
that about 25 per cent of Council’s 
transactions were paid by corporate credit 
card by the end of his tenure. 

55. Credit card purchases could be for a 
variety of goods and services. These 
could include office and engineering 
equipment, stationery, Council officer 
travel and accommodation expenses while 
away on business, and in some instances, 
accommodation for contractors who 
travelled to Warrnambool and needed to 
stay overnight.

56. Council’s credit card expenditure acquittal 
process is a systems-generated electronic 
system. A manager responsible for 
authorising a Council officer’s monthly 
credit card purchases is required to 
review the transactions entered into the 
system. If the authorising manager agrees 
the transactions comply with the Credit 
Card Policy, the manager electronically 
authorises the reconciliation, and it is 
forwarded to Financial Services for 
payment.

Figure 2: Reconciliation Process

The cardholder receives a 
prompt from the Finance 
Department that the previous 
month’s transactions 
have been loaded into the 
TechnologyOne system. 
They provide details of the 
transaction (such as expense 
code and narration) and 
attach the relevant receipts.

Cardholder Finance Team

Cardholder Approver

Once finalised, the Finance 
team review the transactions to 
ensure adequate descriptions 
of the expense and that 
relevant documentation has 
been provided.

The Cardholder Approver 
receives a prompt to review 
the transactions to check 
that each expense is for 
‘Official Purposes’, complies 
with Council Policies, and 
contains the appropriate 
documentation and 
description of the expense. 

3

Source: Victorian Ombudsman (incorporating information from Warrnambool City Council)
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57. The investigation asked Bruce Anson what 
controls were put in place to manage the 
compliance and risk associated with the 
use of Council credit cards:

… internal audit. Directors were to sign 
off on purchases … on the credit card. 
… everyone would get a sheet with the 
transaction of the credit cards. They 
would then be required to provide the 
receipts to those transactions, and those 
were signed off by the various levels 
within the organisation. And, then … there 
was also internal review of the Credit Card 
Policy ... 

Use of Council credit cards to support 
Council’s ‘support local’ strategy

58. During 2017 and 2018, Council redeveloped 
the main street of Warrnambool’s town 
centre, Liebig Street. Andrew Paton, 
Director City Growth, told the investigation 
the $15 million-dollar City Centre Renewal 
was the biggest capital works project ever 
undertaken by Council. It was considered a 
generational project that would benefit the 
community for decades to come.   

59. The redevelopment caused significant 
disruption to local business proprietors, 
who were concerned about loss of 
patronage, potential job losses and 
business closures as a result.

60. Andrew Paton told the investigation 
that Council’s ‘support local’ strategy 
encouraged spending at local traders 
during the works, in line with Council’s 
directive in its Procurement Policy to 
support local businesses. He said given 
the upset caused to local traders by the 
redevelopment, Council considered it 
important to be visibly supporting them. 
The ‘support local’ strategy included the 
City Growth team driving marketing and 
promotional activity, event attraction, 
advertising, website promotion and 
business development workshops.  
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Use by David McMahon of his 
corporate credit card

Background

61. David McMahon commenced in his role 
as Manager Visitor Economy at the 
Council on 7 November 2016. He was 
an experienced Business Development 
Manager in the events and tourism sector, 
having had management roles in regional 
tourism in Victoria and as an events 
manager in the United Kingdom.

62. Bruce Anson told the investigation that 
David McMahon was appointed to the role 
to promote an external facing approach to 
generating tourist activity in the region - by 
establishing new events and streamlining 
and expanding the operations of tourist 
attractions. He said the previous approach 
by Council to local tourism was ‘very 
operational’ and not strategic.

63. The Visitor Economy team sits within the 
City Growth Directorate and is directed 
towards cultivating and driving tourism 
in Warrnambool and its regions, through 
staging special tourist-attracting events. 
Council’s funding to drive the visitor 
economy makes up $7.4 million or just 
under 10 per cent of Council’s budget.

64. Economic modelling by REMPLAN 
estimates the annual output generated 
by tourism in the region is $226.5 million. 
Council invests in a range of events each 
year and estimates significant events in 
Warrnambool generate $20 million per year 
to the local economy, and regional events 
generate a further $15 million per year.

65. The Manager Visitor Economy was a new 
role in Council at the time and had Key 
Performance Indicators which included 
visitor numbers and visitor spend. The 
role managed the Flagstaff Hill Maritime 
Village, the Visitor Information Centre, 
Events and Promotions, Holiday Parks and 
Destination Marketing. 

66. David McMahon told the investigation 
there were significant cultural problems 
in the Visitor Economy team he had been 
brought in to manage:

So, I had a bit of pushback from some staff 
around that they couldn’t just come and 
go as they chose; they couldn’t swear; they 
had to wear the uniform, just some very 
basic stuff. And, I guess … quite unfairly on 
me … because you know, I’d put on an army 
uniform once a week, and go and do that 
job in Melbourne, there was that sense that 
I was the new sergeant in town ...

67. Around that time, the Events and 
Promotions branch moved to Flagstaff Hill. 
As part of the changes introduced, some 
of the Council officers in the team were 
required to change some of their duties 
and their hours of work. In Bruce Anson’s 
view, while necessary, this made some 
people feel unhappy and unsettled.

68. David McMahon covered multiple 
vacancies and roles as acting Events 
Manager for 18 months and Flagstaff Hill 
Manager for 11 months. His workload was 
extensive; he told the investigation he 
would usually start work at 6am or 6:30am 
and work until 10pm at night, five or six 
days per week. 

One minute I’m responsible for caravan 
parks, and then the next I’m responsible 
for a museum up on the hill, and the Visitor 
Information Centre that’s part of it, plus the 
accommodation that’s part of that; plus the 
marketing of Warrnambool as a whole … 
plus bringing events to the town.

69. He said he threw himself into his work, 
as he wanted Council’s growth plan for 
the City Growth Directorate to succeed. 
He said for a time after he commenced, 
he worked tirelessly and found the work 
rewarding. However, the long hours took 
their toll and he began to get tired; he 
said this led to him making some poor 
decisions:

Manager Visitor Economy credit card 
spend
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So effectively, you know, I was busy, but 
then I got tired. I got tired in 2017 and 18, 
I drank too much …  I guess I was very 
functional in that I might get home at 
9pm, drink two bottles of wine and be 
asleep by 12am, but then I’d be up at 6am 
and back at work.

And you can’t do that for very long before 
… you get tired.

And you make poor decisions.

And we made some errors ... but I think I 
pride myself on, we didn’t drop too many 
balls … we delivered a great Fun4Kids, the 
redevelopment ... I mean I could have just 
let it go, and blamed the people before 
me, but I put a lot of effort in, along with 
Andrew Paton, and others at Council. 
And I think … what we got … I’m quite 
proud of that. But it was hard being in 
Warrnambool with ... well, I virtually didn’t 
know anyone in Warrnambool.

70. Bruce Anson thought David McMahon 
brought some positive changes to 
the Visitor Economy team and to 
Warrnambool, but there were some 
negatives: 

The area needed a broom ... but I think 
I've bought a D9 rather than broom, a 
bulldozer. So, change happened, and a 
lot of good things happened. He's very 
energetic, got some great events into the 
city ... when tourism was a ... growing part 
of our economy.

The Visitor Economy Manager’s Council 
credit card

71. David McMahon was issued with a 
corporate credit card in February 2017.  
He told the investigation that while he did 
not specifically recall receiving training 
on Council’s requirements for appropriate 
credit card use, he was ‘well aware’ of the 
Procedure and responsibilities to use it for 
official purposes only.

72. Some types of credit card expenses 
David McMahon would incur as part of 
his day-to-day role were more varied 
than those of most other Council officers. 
For instance, purchases included online 
marketing services, a toaster for a Council 
caravan park, and food and beverages 
for a stakeholder meeting. This made it 
more difficult for the approver to identify 
purchases as being for official purposes, 
compared to purchases made by other 
Council officers issued with credit cards. 

73. The Manager Financial Services said he 
was alert to the difference between the 
credit card spend for the Manager Visitor 
Economy compared to most other Council 
officers. He also said the Finance team 
relied on David McMahon’s Director to 
confirm the transactions were legitimately 
for official purposes in compliance with 
Council policy:

 ... there was … some transactions which 
we did query back with Andrew ... if there 
wasn't sufficient documentation [or] if it 
looked a larger amount or whatever else, 
we might've queried back with Andrew, 
but nothing specific that I can remember. 
But like I said, we were always a little bit 
wary because of the type of expenditure 
which was outside of a normal Council 
officer.  

From memory, I'm pretty sure that 
Andrew … agreed that things were fine 
and that he's approved them, because 
everything has already gone through 
Andrew's approval before it's come to us.  

74. Andrew Paton told the investigation he 
was responsible for authorising credit card 
reconciliations for three managers which 
he estimated to be between 50 and 70 
transactions per month. He stated that he 
ensured the City Growth Directorate credit 
card expenditure was within budget.
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75. He said he used a number of checks and 
balances when authorising credit card 
transactions from the three managers. 
These included reviewing electronic 
calendars, his awareness of his managers’ 
activities, and using his professional 
acumen to identify unusual transactions 
and query staff where necessary.

Victorian Tourism Industry Council 
Conference 2018

76. On 30 and 31 July 2018, the Victorian 
Tourism Industry Council (‘VTIC’) held its 
2018 conference at RACV Cape Schanck 
Resort.

77. Two Councillors, the Warrnambool Racing 
Club CEO at the time, David McMahon and 
three other Council officers attended the 
conference.

78. Tickets to the conference were purchased 
online in advance, and included access 
to the conference, morning tea, lunch 
and a gala dinner on the first night. 
Accommodation was booked separately 
directly through the RACV Cape Schanck 
Resort. The combined cost amounted to 
$8,750. It was a key industry conference 
for the Victorian visitor economy sector, 
providing ‘professional development 
opportunities’ and an opportunity to 
‘cultivate tourism and events industry 
contacts’.

79. Council has a budget for these events and 
had sent delegates to the 2017 conference 
at Flemington Racecourse, including David 
McMahon and three other staff. 

80. The conference consisted of seminars 
and presentations from tourism industry 
professionals, which the Council officers and 
Councillors allocated between themselves 
to attend in line with their respective roles 
and interests. There was a dinner on the first 
evening where VTIC assigned attendees 
to sit at tables with attendees from other 
regions and organisations, to provide 
networking opportunities. 

81. The investigation asked Andrew Paton 
about the selection of Council officers and 
Councillors to attend the conference. He 
replied that each Council officer in Visitor 
Economy had a different role in developing 
the visitor economy in Warrnambool and 
would benefit in performing their roles 
by attending. The two Councillors were 
members of the Visitor Economy Advisory 
Committee and attended for ‘a bit of 
education and what tourism is all about’.  

82. When asked whether attendance at the 
event was more of a ‘junket’, Andrew Paton 
said:

I could see from the outside there may 
be that perception. A large group of four 
officers, I get that. But the distinction I 
talked about earlier I think was justification 
… now, would I do it again? Probably not ... 
Seven was probably overcooked.

83. Prior to attending the conference, 
David McMahon emailed the Events and 
Promotions Officer and requested she 
purchase two gift vouchers for RACV 
Cape Schanck Resort to the amount of 
$850. Knowing that the conference tickets 
included food, drinks and accommodation 
at the conference, she declined to 
purchase the vouchers:

Finance don’t like cc’s being used to 
purchase gift vouchers. I’d say there will 
be some questions asked about why you 
would need vouchers when you can just 
use your card. Especially since the accom 
is already paid for on your card.

84. At interview, David McMahon advised 
he did not recall asking the Events and 
Promotions Officer to purchase the 
vouchers or what the intended purpose for 
the vouchers was.
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The Cape Schanck Resort receipt

85. In September 2018, David McMahon 
submitted his monthly credit card 
reconciliation. He included a receipt 
containing non-descript transactions for 
food and beverage purchases at Cape 
Schanck Resort (see Figure 3 below). The 
explanation provided for the transaction 
was ’Meals and beverages for VTIC 
Conference’. 

86. This transaction was electronically 
authorised by Andrew Paton on 21 
September 2018 before being forwarded to 
the Financial Services team for processing.

Figure 3: RACV Cape Schanck receipt submitted by David McMahon

Source: Warrnambool City Council

RACV Cape Schanck Resort
Trent Jones Drive, Cape Schanck
VIC, 3939, Australia
Telephone +61 3 5950 8000
Facsimile +61 3 9590 8111
Email capeschanck@racv.com.au
ABN 44 004 060 833

RACV Cape Schanck Resort (03) 5950 8000 | RACV Cobram Resort (03) 5872 2467 | RACV Goldfields Resort (03) 5345 9600
RACV/RACT Hobart Apartment Hotel (03) 6270 8600 | RACV Inverloch Resort (03) 5674 0000

RACV Noosa Resort (07) 5341 6300 | RACV Royal Pines Resort (07) 5597 8700 | RACV Torquay Resort (03) 5261 1600
racv.com.au/resorts

29/07/18Arrival
31/07/18Departure

Page No.

Room No. 5002

:

:
:
:

Date Description Reference Debit Credit
AUD AUD

Accommodation Package
POS Mantellina Dinner Food
POS Mantellina Dinner Bev
POS Mantellina Dinner Bev
POS Mantellina Dinner Bev
POS Lighthouse Lounge Lunch Food
POS Lighthouse Lounge Lunch Beverage
POS Lighthouse Lounge Lunch Beverage
POS Lighthouse Lounge Dinner Beverage
POS Lighthouse Lounge Dinner Beverage
POS Lighthouse Lounge Dinner Beverage
Deposit Transfer at Check in
Accommodation Package
POS Lighthouse Lounge Dinner Beverage
POS Lighthouse Lounge Dinner Beverage
POS Lighthouse Lounge Dinner Beverage
POS Lighthouse Lounge Dinner Beverage
POS Lighthouse Lounge Dinner Beverage
POS Lighthouse Lounge Dinner Beverage
MasterCard

29/07/18
29/07/18
29/07/18
29/07/18
29/07/18
29/07/18
29/07/18
29/07/18
29/07/18
29/07/18
29/07/18
29/07/18
30/07/18
30/07/18
30/07/18
30/07/18
30/07/18
30/07/18
30/07/18
31/07/18

281.00
229.00
16.00
43.00

129.60
41.90
36.00
78.00

333.00
9.00

33.00

281.00
8.00

325.00
108.00

9.00
128.00
107.00

562.00

1,633.50

Total 2,195.50 2,195.50

Total including Tax 2,195.50 AUD

Balance Due AUD

199.59

* Indicates non-taxable supply

Guest Signature:

I agree that I am personally liable for the payment of the foregoing 
statement and if the person, company or association indicated by 
me as being responsible for payment of the same does not do so, 
that my liability for such payment shall be joint and several with 
such person, company or association.

Total net of Tax 1,995.91

GST 10%

0.00

AUD

AUD

Mr David McMahon
Australia
Company Name: Strathbogie Shire

11253INFORMATION COPY ONLY

Book direct for your AutoClub Member rate
Scan here for upcoming specials or visit racv.com.au/resorts

1 of 1
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Council’s enquiries into the Cape Schanck 
Resort receipt

87. On 21 September 2018, a Finance Officer 
queried the transaction with the Manager 
Financial Services. At interview, the Manager 
Financial Services recounted that he asked 
the officer to contact RACV Cape Schanck 
Resort to get the itemised receipts.

88. The Finance team received the itemised 
receipts from the resort on 10 October 
2018. The Manager Financial Services said:

And once we got that back, I reviewed that 
and confirmed that of the $1,600 transaction 
a fair proportion of that was alcohol, which, 
you know, in my view, was excessive.

Figure 4: RACV Cape Schanck itemised receipts

Source: Warrnambool City Council
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Source: Warrnambool City Council
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89. On 12 October 2018 the Manager 
Financial Services raised his concerns 
with his supervisor, Director of Corporate 
Strategies Peter Utri. Peter Utri told the 
investigation he spoke with Andrew Paton 
about the issue, as it was ‘very significant’ 
in terms of the purchases and Council’s 
reputation, with two Councillors being in 
attendance.

90. Andrew Paton said he was ‘furious’ when 
he became aware of the amount of money 
spent on alcohol using a Council credit 
card, and he raised it with David McMahon. 

91. David McMahon told the investigation 
he was ‘shocked’ at the amount and 
guessed he didn’t realise the volume and 
the cost at the time. He said the alcohol 
purchases were made when the dinners 
had concluded on both evenings of 
the conference at around 10:30pm and 
attendees moved to the bar areas at the 
resort. He said conversations would carry 
on until around midnight or 12:30am. 

92. David McMahon said his view at the time 
was there was value in continuing to 
socialise with other attendees, to cultivate 
industry contacts and learn about other 
regions’ approaches to attracting tourists 
to their area. 

I absolutely feel we got value for the 
time and cost in terms of professional 
development for the staff and the 
Councillors, and the volunteers that were 
there. In hindsight, the drinks didn’t add 
to that value or success. My recollection 
is that at the time it wasn’t excessive. At 
the time it felt like we were achieving 
things. It didn’t feel over the top. When it 
was brought to my attention about the 
numbers of drinks, I just simply hadn’t 
realised at the time that that’s what had 
happened.

93. David McMahon went on to tell the 
investigation:

... we were being social with lots of 
other people at the conference in those 
social settings which is where a lot of 
the discussions [took place] and I was 
actively negotiating two major projects 
at the conference because people were 
there. So, we had several side meetings.
...

But, I would say that you know in the cold 
light of day, the consumption of alcohol 
was probably too much. I didn’t think that 
at the time …  The first time I thought that 
that could’ve been excessive was when it 
was brought to my attention that it was …

94. When asked at interview about the alcohol 
spend of 34 espresso martinis and one 
shot of whisky at a cost of $38, David 
McMahon said that others had put alcohol 
on his tab, and he did not know who 
bought which drink when. He said that 
when he was given the invoice, which he 
paid for using his Council credit card: 

… I guess I wasn’t really paying a lot of 
detail to it at the time either because I 
knew it had that many people there and 
I knew that we’d had that many rooms, 
and we were there for that many nights. 
And you know, I cast my eye down it and 
I saw that we had our pizzas and stuff on 
the first night, and it looked acceptable 
to me as in that’s a fair amount, because 
from memory I think it said something 
like, ‘Dinner, dinner beverage’, or ‘Dinner’, 
something along those lines. So, I didn’t 
see whatever number of espresso 
martinis.

95. On 15 October 2018, Peter Utri raised 
concerns with Bruce Anson, who told the 
investigation he ‘immediately asked for all 
the details of David McMahon’s credit card 
to be presented’. He said he ‘immediately 
advised the Mayor’, and was ‘very … very 
angry, and my language may not have 
been as the Queen’s English’. 
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96. Bruce Anson said he and the Manager 
Financial Services met with David 
McMahon on 2 November 2018 to review 
his transactions for excessive expenditure. 
He said that having identified the 
transactions he considered excessive, they 
went through them with David McMahon 
and discussed with him why they were 
inappropriate. He said in the course of that 
process, David McMahon identified some 
others he volunteered to repay.

97. Bruce Anson said David McMahon 
considered there was a ‘business 
connection’ with his transactions.

98. David McMahon told the investigation:

 … we went through my credit card 
purchases and I explained a range of 
issues. Like one of them could’ve been, 
‘Well why is your car being washed so 
many times?’ and I just pointed out to 
them it was ‘x’, ‘y’, and ‘z’. But it was also 
a time for me to reflect on the use of 
my card, and I paid some things back 
that were accidental, or I wasn’t aware 
of, or I deliberately made the decision 
to pay some things back that I thought 
would just make the whole issue be 
publicly acceptable ... I was happy to do 
whatever, you know, I could to ensure that 
the damage that was being done to my 
reputation and the Council’s by a local 
blogger I’ve repaid back things that were 
definitely appropriate use.

99. The Manager Financial Services recalled 
it took a number of hours to view the 
invoices, obtain David McMahon’s account 
of what were excessive purchases and 
what were not, and document the results 
in a spreadsheet.

100. The Manager Financial Services said 
that when David McMahon was asked 
at the end of the meeting if there were 
any other transactions he needed 
to declare, he referred to a further 
transaction at RACV Cape Schanck 
Resort for another two-day conference 
in late August 2018. This transaction was 
processed on a junior Council officer’s 
credit card and was for accommodation, 
meals and drinks at the conference for 
three Council officers including David 
McMahon. The reconciliation process for 
this Council officer would have included 
David McMahon as the approver of the 
expenditure.

101. Upon review of this latest itemised 
receipt, it was identified there was 
excessive alcohol expenditure similar to 
the VTIC conference a few weeks prior. 
This transaction was not queried by the 
Finance team before processing, as the 
original receipt submitted did not have a 
breakdown of the charges. 

102. Table 1 on the next page shows the Cape 
Schanck Resort and other transactions 
paid by David McMahon.
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Table 1: Transactions paid by David McMahon on 5 November 2018

Date Merchant Amount Narration

24/04/17 V/Line Pty Ltd Docklands $88 Train Ticket For Travel

06/07/17 Pickled Pig Warrnambool $290 Promotions Meals

25/07/17 Mr Magic Brisbane PL $20.30 Car Wash

19/09/17 Mr Magic Brisbane PL $18.30 Car Wash

03/10/17 Mr Magic Brisbane PL $20.30 Car Wash

07/11/17 Mr Magic Brisbane PL $20.30 Car Wash

03/01/18 Mr Magic Brisbane PL $16.30 Car Wash

20/03/18 Mr Magic Brisbane PL $18.30 Car Wash

04/05/18 Warrnambool Taxis $21.84 GORRT & Visit Vic Taxi

27/06/18 Citidines Melbourne $166.65 Accommodation

19/07/18 Liv*Bohemia Café & Bar $9.80 Warrnambool Racing Club Meeting

26/07/18 Apartments Of Melbourne $75 Accommodation Secure Parking

02/08/18 RACV Cape Schanck Resort $2,195.50 Meals And Beverages For VTIC 
Conference

10/08/18 Mr Magic Brisbane PL $18.35 Car Wash

13/08/18 Mobbiexpress Int $126.60 Famil[iarisation] Travel

16/08/18 Western District Employment 
Access $275 David’s Car Detail – Maremma Dogs

24/08/18 RACV Cape Schanck Resort $902.50 VIC Parks Conference Meals/Beverages

29/08/18 Hotels Mansions Pty Ltd $287.30 Surfside Meeting Meals

10/09/18 Lady Bay Resort $736.50 Room Hire For Conference

12/09/18 Logans Beach Spa Retreat $360 Famil[iarisation] Vouchers

Total  $5,666.84
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David McMahon repays monies

103. On 5 November 2018, David McMahon 
transferred a payment of $5,666.84 
directly to the Council (see Figure 5).

104. The amount repaid included the full value 
of the second RACV Cape Schanck Resort 
transaction dated 24 August 2018. As this 
included accommodation and food which 
is a reimbursable expense under Council’s 
Travel and Entertainment Policy, $534.50 
was subsequently returned to David 
McMahon. 

105. David McMahon told the investigation 
he did not consider all the monies he 
repaid were excessive or inappropriate 
expenses, but that as the spend had been 
on his credit card he believed it was his 
responsibility:

I repaid back alcohol at functions, where 
there were many other people consuming 
- ordering and consuming, but it all went 
onto my card, or back to my hotel room, 
or back to my card at the end of the 
function. I’ve repaid those because of the 
attention that they were receiving, not 
because I had necessarily believed that 
they were inappropriate.

106. In response to the Ombudsman’s draft 
report David McMahon noted there was an 
error in the RACV Cape Schanck Resort 
invoice for the VTIC conference (see 
Figure 3) as it referred to another Council; 
and in light of this, he suggested there 
‘may be a real likelihood of error here in the 
calculation of the account and allocation 
of food, beverages and other items’. The 
investigation noted that at the time of 
receiving the invoice, David McMahon did 
not raise this concern and paid the full 
amount using Council’s corporate credit 
card.

Figure 5: Receipt for payment to Warrnambool 
City Council by David McMahon

Source: Warrnambool City Council
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First and final warning issued

107. Both David McMahon and the Manager 
Financial Services told the investigation 
they thought Bruce Anson would 
terminate David McMahon’s employment; 
however, he was issued a first and final 
warning instead. 

108. Explaining his reasoning for issuing the 
warning, Bruce Anson told the investigation:

... if I had seen blatant personal fraud, it 
would have been an instant dismissal … 
What I saw was excessive expenditure, and 
so my view was [it was] a first and final, and 
we also removed the credit card ..., but a first 
and final was the appropriate action to take.1

1 David McMahon was reissued a corporate credit card in 
March 2019 as approved by his Director and Finance. The 
investigation identified that none of the transactions processed 
after the reissue were excessive or for personal use.

Figure 6: First and Final written warning issued to David McMahon

Source: Warrnambool City Council
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109. Bruce Anson said because he thought 
the transactions were a case of ‘excessive 
spend’ rather than fraudulent activity, 
he did not consider it necessary to alert 
Council’s Audit and Risk Committee. 
Instead, he said he ‘did an internal audit’ 
to identify the amount of excessive 
expenditure.

110. Bruce Anson reflected to the investigation 
that in retrospect, he should have dealt 
with the matter differently: 

I should have had … an independent audit 
undertaken and ... let them go through all 
the stuff in absolute forensic detail. So, 
that's a mistake I made.

111. No action was taken against any others 
present at the VTIC conference after 
the excessive alcohol spend on David 
McMahon’s credit card was identified. 
Bruce Anson advised the investigation that 
instead, he raised the topic of excessive 
alcohol purchases with the Executive team. 

112. In December 2018, the Council reviewed 
and amended the Credit Card Policy and 
Procedure and the Travel and Entertainment 
Policy, to reflect that alcohol would not be 
an allowed purchase or reimbursed.

113. Council’s Manager Organisational 
Development told the investigation this 
wasn’t the end of it all. He intimated that 
some staff were ‘less than happy’ with 
the outcome of this process with David 
McMahon and raised it via a number of 
different forums.

Media attention about Council credit card 
use

114. While enquiries into David McMahon’s 
credit card use were underway, the topic 
of Council credit cards had become an 
interest of local journalist and writer of ‘The 
Terrier’ blog, Carol Altmann. 

115. On 20 September 2018, Carol Altmann 
emailed the Council asking how many staff 
had access to a corporate credit card and if 
Council had a corporate credit card policy.

116. On 30 October 2018, Council received a 
Freedom of Information request from Carol 
Altmann about David McMahon’s Council 
credit card transactions.

117. In early 2019, Carol Altmann commenced 
writing blogs around the use of corporate 
credit cards at Council.

Figure 7: Headlines from The Terrier blog by Carol Altmann Jan – Feb 2019

WCC spends thousands on Cape Schanck delegation despite 
pushing rate rise
– Posted on January 29, 2019  By Carol Altmann, Posted in Opinion

Drinks on us: W’bool City Council’s corporate credit cards

– Posted on February 20, 2019  By Carol Altmann, Posted in Opinion

Source: The Terrier
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Council appoints a new Chief Executive 
Officer

118. Around this time, in January 2019, 
Bruce Anson retired from Council. Peter 
Schneider commenced as CEO in February 
2019, having held a number of senior roles 
in local government interstate.

David McMahon’s resignation and second 
disclosure of unauthorised spend

119. Peter Schneider told the investigation that 
when he became CEO, he was not aware 
David McMahon had received a first and 
final warning, or that he had repaid some 
of his credit card transactions. He said 
it was brought to his attention when a 
journalist made enquiries of the Council; 
and he asked Peter Utri for details.

120. Peter Schneider said the matter was 
explained to him as a case of David 
McMahon’s ‘excessive spending’, which he 
had repaid when challenged. He told the 
investigation:

It was work-related; he was away on a 
conference, or he was ... entertaining 
... maybe someone from the races, 
who we were working with, or maybe 
someone from the RSL, or a consultant, 
or something like that. It all seemed to be 
work-related ... except there was probably 
some generous ... expenditure there.

121. Peter Schneider said that having looked 
into the matter, he emailed Councillors, 
who were also aware of the blogs, to 
inform them of what he had found. 

122. The frequency of the blogs increased in 
July 2019, when Carol Altmann reported on 
a dinner for five people at Warrnambool’s 
Bojangles restaurant, which David 
McMahon had charged to his Council 
credit card. Around this time, the local 
newspaper, ‘The Standard’, also picked up 
the story.

123. He explained to the investigation that he 
met with David McMahon on 8 July 2019 
and relayed his understanding of what 
he had been told about his spending. He 
asked if there was anything else he should 
be aware of, to which David McMahon 
replied in the negative.

124. Peter Schneider said he sensed no tension 
from David McMahon, that he left the 
meeting believing the matter had been 
dealt with appropriately at the time, and 
no further action was required. Peter 
Schneider said he then decided to review 
Council’s credit card policies to ensure 
they were appropriately drafted.  

Figure 8: Headlines from The Terrier blog by Carol Altmann July 2019

Eye fillet, pork belly and seafood linguine: your rates at work

– Posted on July 3, 2019  By Carol Altmann, Posted in Opinion

Mayor Herbert swept up in WCC credit card scandal

– Posted on July 5, 2019  By Carol Altmann, Posted in Opinion

Source: The Terrier
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125. During the course of the week, however, 
pressure began to mount on David 
McMahon as blogs about his credit card 
use continued to emerge. Peter Utri told 
the investigation that David McMahon was 
extremely distressed by the situation. He 
said he went to David McMahon’s home 
to do a ‘welfare check’ and described this 
visit as the most challenging day of his 
professional career.

126. Peter Utri said that during his visit, 
David McMahon told him some of the 
transactions were not for official purposes 
under the Credit Card Policy; and he had 
constructed a list of all the things he'd 
done 'where he'd perpetrated frauds and 
all this sort of stuff’:

… like dinners where he was purporting 
them to be for work purposes where they 
weren't for work purposes. They were 
basically for himself and friends. There 
were some - I think he talked about some 
tickets … attendance at the football, I 
think … I don’t have a lot of recollection 
about the detail about what they were … 
clearly there was more at play here.

127. He went on to tell the investigation how 
he tried to console David McMahon and to 
help him see a way through to a resolution. 

128. The investigation asked David McMahon 
about Peter Utri’s evidence that he had 
admitted to him some transactions 
were not for official purposes; and he 
responded:

I just said, ‘Well there was things I didn’t 
know, or didn’t realise at the time, or 
there was things that at the time I didn’t 
realise they would now be categorised 
as not acceptable.’ So, I’m not sure of 
his recollection or what his conversation 
with you was, but I would categorise it, 
I was talking about transactions that I 
knew would get me into trouble. Now 
the degree of trouble I wasn’t sure, but I 
just knew there was more to come and 
because of the first and final I was aware 
that it didn’t matter what they were, it 
was going to be the end of my position.

129. On 15 July 2019, David McMahon submitted 
his resignation to Andrew Paton, which 
attached a list of 14 further transactions he 
volunteered to repay at a cost of $2,680.31. 

130. In his resignation letter he described 
himself as ‘sincerely sorry and humiliated’. 
He acknowledged that while he was 
dealing with some challenging personal 
circumstances, he had no one to blame but 
himself, and had to face the consequences 
of his actions. He concluded:

I will regret for a lifetime wasting the 
opportunity you and Warrnambool City 
Council gave me to part of its future and 
to serve its community … [I] disrespected 
the trust and faith you had placed in me. I 
am not asking for forgiveness or pity as I 
deserve neither.
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131. David McMahon ultimately paid more than 
the amount he declared. He reportedly 
sent a text message to Andrew Paton in 
the days following his resignation, stating:

There will be a purchase on the event team 
credit card … for flowers on 17 May 2019 
that was for my private use.  I think it’s $70. 
It would have been listed as flowers for 
Volunteer. This is a lie and I would have also 
approved this as VE manager.

Can you have this added to my repayment.

There has been no other inappropriate use 
of that events card.

132. David McMahon also paid Council for four 
further credit card purchases at the same 
time:

•	 $172.50 at Bojangles dated 4 June 
2018 declared as a ‘VEAC meeting’

•	 $32.90 at Fishtales Café dated 6 July 
2018 declared as an ‘Events meeting’

•	 $34.02 paid to Warrnambool Taxis 
on 20 July 2018 declared as ‘WCC & 
GORRT taxi’

•	 $82 of a $164 transaction at Bojangles 
on 3 August 2018 declared as ‘VE 
Famil[iarisation] Meals’

133. At interview, David McMahon explained 
that he repaid the amounts to remove 
any ambiguity and to save the Council 
and his colleagues from negative 
publicity, as he could not recall some 
of the transactions and did not have 
any supporting information. He said, ‘I 
should’ve been paying closer attention 
to my reconciliations every month, but I 
simply wasn’t.’ 

134. David McMahon said he believed he had 
paid back to Council approximately double 
the amount he would have incurred as 
expenses for his personal use:

I guess I’d had more time to reflect on 
them, but I’d also wanted to remove any 
greyness to anything that if I became 
subject to an investigation … I could put 
my hand on my heart and say that there 
was no ambiguity about my use … but 
that’s the reason I did it. I did it so that if I 
was ever questioned, I could say, ‘Well, it 
was not a hundred percent work related, 
but there was elements of it that certainly 
were.’ 

Figure 9: Attachment to David McMahon’s resignation letter

Source: Warrnambool City Council
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135. After resigning from his role, David 
McMahon said he believed his job was the 
best job he had ever had:  

It was very challenging, it was probably 
the hardest period of my professional life, 
but also just coincided with the hardest 
part of my personal life. But I absolutely 
am not offering that as … any justification 
or excuse, or mitigation, for anything else. 
I’m not that kind of guy.

Senior management oversight

136. In both of David McMahon’s repayments 
of transactions in November 2018 and July 
2019, Council did not appear to concern 
itself with the fact that Andrew Paton had 
authorised the inappropriate transactions. 
Neither was Andrew Paton counselled 
about the credit card authorisation process.

137. The investigation sought to identify the 
reasons for this with Bruce Anson in the 
first instance, and Peter Schneider in the 
second. 

138. Bruce Anson said that when he asked 
Andrew Paton why he authorised the 
RACV Cape Schanck Resort credit card 
expenditure, Andrew Paton regretted his 
actions, saying:  

... it's something [Andrew Paton] said, ‘Oh 
look, it just came over, I signed the damn 
thing. We had pressures on.’ ... Andrew 
is someone I hold in the highest possible 
regard in relation to integrity, honesty ... 
So, he would not be party to anything in 
that space, he's far too honest.

139. Andrew Paton told the investigation he 
trusted his managers and staff in his 
Directorate to act honestly and relied 
on the processes he had in place. On 
reflection, he said:

Look, what I know now, which I didn’t 
know then, was that he was clearly skilled 
at deceiving, and being dishonest, and I 
guess that’s the thing I reflect on deeply, 
was - did I test the veracity of those 
things enough, and I suspect he would 
have dug deeper and come up with more 
explanations that seemed legitimate at 
the time. 

Because that was certainly the view I had 
of David, that he was doing things by the 
book. He was a stickler for procedure and 
process and I guess I had the expectation 
that same, same diligence would be 
extended to credit cards, and it clearly 
wasn’t. 

140. David McMahon also told the investigation 
he did not believe Andrew Paton was at 
fault for authorising his transactions that 
were not for official purposes, saying 
that Andrew Paton ‘trusted me explicitly’ 
and ‘he’s endorsed and signed off on the 
automated system … You have a quick look 
and you click and you move on’. 

141. David McMahon told the investigation he 
had betrayed Andrew Paton’s trust.

142. Peter Schneider explained that in his 
assessment, Andrew Paton had authorised 
the transactions because he was a 
‘time-poor’ manager who trusted his 
staff member, and probably authorised 
the payments without checking the 
transactions. He explained the rationale 
for his response to Andrew Paton having 
authorised these transactions, in his 
response to reading the Ombudsman’s 
draft report:

... while I did not ‘formally’ counsel Mr 
Paton, I did discuss with him what the 
process should entail from my perspective. 
Any formal counselling should have taken 
place at the time of the initial investigation 
by the former CEO in 2018.

Mandatory referral to IBAC

143. On 15 July 2019, the same day David 
McMahon resigned, Peter Schneider 
discharged his statutory obligation and 
made a mandatory report about the 
matter to IBAC, pursuant to section 57 of 
the IBAC Act. 
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Was the credit card misuse 
wider than declared?
144. The investigation looked behind David 

McMahon’s Council credit card purchases 
to identify whether the circumstances of 
the transactions were accurately declared 
in the first instance, and in the two 
instances where Mr McMahon repaid the 
monies to Council in November 2018 and 
July 2019.

145. As part of this process, the investigation 
reviewed invoices submitted by City 
Growth to confirm the nature of the credit 
card purchases and David McMahon’s 
receipts. 

146. From the investigation’s review, it 
is apparent that David McMahon’s 
explanations of the transactions that 
he repaid were, in part, not an accurate 
account. 

147. Although Bruce Anson and other senior 
managers believed David McMahon 
had been open and honest about his 
transactions and had probably paid back 
more than he should have, it is apparent 
this was not the case. While the final 
written warning represented the CEO’s 
formal disciplinary outcome, other matters 
came to light which meant the concerns 
around ‘excessive’ spending had not been 
laid to rest.

‘Room Hire’ at Lady Bay Resort, 
Warrnambool

148. The investigation identified occasions 
where food and drink bills paid on 
David McMahon’s corporate credit card 
were being invoiced as ‘Room Hire’. His 
repayment to Council in November 2018 
included a credit card transaction relating 
to ‘Room Hire’ of $736.50 at Lady Bay 
Resort on 6 September 2018 (see Figure  
10 on the next page). 
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Figure 10: Receipt submitted by David McMahon for payment of ‘Room Hire’ – $736.50

Source: Warrnambool City Council
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149. David McMahon’s explanation to Bruce 
Anson and the Manager Financial Services 
was it was a work ‘thank you’ function for 
a Service Manager. His calendar records a 
meeting in which he invited a number of 
colleagues to dinner at Lady Bay Resort 
(see Figure 11).

150. However, an itemised point-of-sale receipt 
from Lady Bay Resort obtained by the 
investigation confirms that the goods 
and services provided do not match what 
was listed on the receipt and declared 
during the account reconciliation process. 
The receipt details food totalling $198 
and beverages totalling $538.50. The 
beverages include $325 for three bottles of 
red wine (see Figure 12).

Figure 11: Excerpt from David McMahon’s electronic calendar

Source: Warrnambool City Council
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Figure 12: Itemised point of sale receipt from Lady Bay Resort dated 6 September 2018

Source: Lady Bay Resort Warrnambool
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151. Peter Utri confirmed the invited attendees 
were present at the dinner to acknowledge 
the Service Manager’s efforts. He said he 
questioned the need for his attendance 
and was advised by David McMahon that 
it was a show of support for the Service 
Manager. 

152. Andrew Paton told the investigation 
that in relation to paying the bill, David 
McMahon said to him he would settle it. 
Peter Utri and Andrew Paton told the 
investigation they expected to pay their 
share, and the following day had discussed 
contributing to the cost of the dinner. 
Andrew Paton’s subsequent discussion 
with David McMahon revealed he had used 
the corporate credit card to pay for the full 
cost of the dinner.

153. Andrew Paton explained that the dinner 
was not work-related, and he discussed the 
need for repayment with David McMahon. 
He told the investigation he didn’t think 
David McMahon understood why it was 
not considered a business expense.

I think he had in his mind that it was 
a ‘thank you’ dinner for [the Service 
Manager], and that was the tenuous 
link to being business related, to which I 
corrected him quickly. It’s not.

154. David McMahon told the investigation he 
had formed a different view of the dinner:

I can’t speak for them, but I went there 
under the full knowledge that this was 
a work ‘thank you’ function. I don’t 
remember anyone having a discussion …

155. In response to the Ombudsman’s 
draft report David McMahon’s legal 
representative said: 

[David McMahon] was asked to arrange 
a thank you dinner by his employer for 
a staff member. There was never any 
discussion about payment. His employer 
attended the dinner. There was no offer to 
pay or contribute to the bill.

156. The investigation reviewed David 
McMahon’s credit card statement for 
other transactions of a similar nature and 
identified another ‘Room Hire’ receipt of 
$434.90 dated three days earlier on 3 
September 2018.
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Figure 13: Receipt submitted by David McMahon for payment of ‘Room Hire’ – $434.90

Source: Warrnambool City Council
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157. This amount was not repaid by David 
McMahon in either of the two repayments 
he made to Council. 

158. The investigation reviewed David 
McMahon’s calendar and identified an 
invitation to the Victorian Tourism Industry 
Council’s election campaign stakeholder 
dinner. This invite was forwarded to 
Andrew Paton, who tentatively accepted 
but ultimately did not attend.

159. The investigation confirmed with the 
Victorian Tourism Industry Council that 
David McMahon was invited as a guest, 
and the cost of his attendance was 
covered by his VTIC membership, including 
the dinner.  There was no expectation or 
agreement for Council to arrange or pay 
for the venue hire or any other financial 
contribution, either to the dinner or 
anything following.

160. The investigation obtained an itemised 
receipt for the cost of the invoice, which 
shows the full value of the purchase was 
for a range of alcoholic beverages and not 
room hire.

Figure 14: Email attached to the calendar invite

Source: Warrnambool City Council
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Figure 15: Itemised point of sale receipt from Lady Bay Resort dated 3 September 2018

Source: Lady Bay Resort Warrnambool
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161. When asked about the transaction, 
Andrew Paton said he had been told 
by David McMahon the Council would 
be supporting the event by paying 
for the room hire, and there was no 
communication that alcohol was going to 
be funded by Council.

I wasn’t aware of any alcohol to be paid, 
certainly wasn’t aware of this list, it’s the 
first time that I’ve seen this list.

I’m shocked. So, $434 of alcohol that we 
don’t know who was consuming. It wasn’t 
for everyone at the conference, because 
VTIC paid all the costs. Wow. There was 
no communication to me that that alcohol 
was going to be funded by Council. I had 
no visibility of it. 

162. David McMahon gave the investigation a 
different explanation for the alcohol spend:

But what each LGA would do is pay for 
after the function drinks basically. So, the 
receipt for VTIC was for effectively the 
bar tab. It was drinks after they finished ... 
We were in a room. And then we moved 
out of that room to the bar. And then I 
paid for that … It was what I was asked to 
do, the expectation of us hosting it.

163. When asked to account for the receipt 
stating ‘Room Hire’ and the itemised bar 
bill, he replied:

Table 2: Extract from David McMahon’s credit card transactions

Date Merchant Narrative

28/09/17 COMFORT INN WARRNABOOL VIC Accommodation

24/10/17 COMFORT INN WARRNABOOL VIC Accommodation for visitor

09/11/17 BW OLDE MARITIME WARRNAMBOOL [Contractor] - Redevelopment

10/01/18 QUEST WARRNAMBOOL Contractor (project)

06/02/18 BW OLDE MARITIME WARRNAMBOOL Contractor Accommodation

09/05/18 HOPKINS RIVER WBOOL Contractor Accommodation

20/06/18 HOPKINS RIVER WBOOL Accommodation

I think ‘Room Hire’ is something that 
appears on several transactions, not just 
on my card, but it’s a fairly common … 
you have an event at a function centre ... 
or whatever and sometimes you get an 
invoice that says, you know, ‘Room Hire, 
$100. Food and beverage $280. Total 
$380’.

Local accommodation

164. Andrew Paton told the investigation that 
where appropriate, Council would pay 
for contractors’ and other visitors’ local 
accommodation, with these expenses 
being considered as ‘official purposes’. The 
accommodation would be either booked 
with local hotels and an invoice provided 
for payment, or booked using a credit card, 
when the bookings were made at short 
notice. 

165. David McMahon’s credit card statements 
show seven transactions relating to the 
purchase of local accommodation (see 
Table 2). 

166. None of these transactions were flagged as 
‘excessive’ business spend or for ‘personal 
use’ during David McMahon’s meeting with 
Bruce Anson and the Manager Financial 
Services in November 2018. 
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167. However, all seven transactions were 
repaid by David McMahon in July 2019. 
He told the investigation some of the 
accommodation was for personal reasons, 
and where he could not recall the reason 
for the transaction, he repaid it.

168. David McMahon was asked by the 
investigation about a stay at the Mid City 
Motel on 24 January 2017 for $236 paid 
on Andrew Paton’s corporate credit card. 
The reconciliation stated the reason as ‘D 
McMahon accom Services’, although the 
name on the receipt was a member of 
David McMahon’s family. David McMahon 
could not explain the transaction at 
interview but he has subsequently paid 
$236 to the Council.  

Travel to Melbourne

169. On 27 June 2018, a transaction was 
processed on David McMahon’s card for a 
Friday night stay at the Citidines hotel in 
Melbourne for $166.65. A charge of $107.63 
for car parking was also incurred. David 
McMahon repaid the cost of the hotel 
in November 2018 but he couldn’t recall 
the transaction and there was no related 
appointment in his diary. The investigation 
noted that the parking cost was not repaid.

170. On 26 July 2018, two transactions were 
processed on David McMahon’s card 
at the Apartments of Melbourne for 
$50 and $75. A Statutory Declaration 
submitted by David McMahon as part of 
the reconciliation process stated that the 
charges were for parking and breakfast, 
and the receipts had been lost.

171. The amount of $75 was repaid by David 
McMahon as part of his initial repayment to 
the Council in November 2018. 

172. He explained he had stayed at the 
Apartments for two nights for work-related 
reasons but decided to stay on for a third 
night for a social function. He said the third 
night was not ‘legitimate’, so he paid back 
the ‘whole amount plus the parking’.

Bojangles Restaurant

173. On Monday 4 June 2018, a credit 
transaction of $172.50 at Bojangles was 
processed on David McMahon’s card. During 
reconciliation, David McMahon declared 
this transaction as a ‘VEAC Meeting’ (Visitor 
Economy Advisory Committee).

174. This transaction passed through the usual 
process – Andrew Paton for authorisation, 
then to Finance Services for processing 
(see Figure 16).  

Figure 16: Handwritten receipt submitted by David McMahon from Bojangles

Source: Warrnambool City Council
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175. On 16 July 2019, Carol Altmann contacted 
Council for information about this receipt. 
Carol Altmann put it to Council that the 
transaction occurred on Thursday 31 May 
2018, and was not for a ‘VEAC Meeting’, 
but rather dinner and drinks for David 
McMahon, two Council officers and two 
members of the public after a ‘Beers and 
Ideas’ event earlier that night.  

176. An email exchange between David 
McMahon and a colleague following Carol 
Altmann’s email confirmed a ‘Beers and 
Ideas’ event was held at a local venue, The 
Loft, that evening.

177. A person who attended the event 
confirmed this with the investigation. 
They said that at the end of the event, 
they joined David McMahon, two Council 
officers and another person. They went 
across the road to Bojangles and ordered 
pizzas and a range of alcoholic drinks. The 
lack of detail in the handwritten receipts 
does not reveal that 5 people attended the 
dinner and alcohol was consumed.

178. The witness further stated that David 
McMahon paid the full amount of $172.50 
at the table with a credit card. The witness 
fully expected to pay for their share of the 
meal and thought David McMahon was 
being generous by personally paying for it. 
The witness apparently only realised David 
McMahon had used his Council credit card 
after reading Carol Altmann’s blog, (see 
Figure 17). 

179. The investigation noted that receipts issued 
by Bojangles usually are itemised and time 
stamped. An example of the usual receipts 
submitted by David McMahon as part of 
the reconciliation process appears below.

Figure 17: Headline from The Terrier Blog 16 July 2019

Figure 18: Itemised receipt submitted by  
David McMahon from Bojangles

The smoking gun: WCC credit card scandal blows right open
– Posted on July 16, 2019  By Carol Altmann, Posted in Opinion

Source: The Terrier

Source: Warrnambool City Council
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180. On 9 July 2019, David McMahon emailed 
Andrew Paton and the Council’s 
Communications Manager in response to 
Carol Altmann’s blogs and requests for 
information regarding the VEAC meetings. 
He wrote that the Bojangles meal was 
not a VEAC meeting and gave a new 
explanation that it was ‘Dinner with [a 
facilitator] after Industry Sessions’. 

181. David McMahon listed ten other 
transactions which were originally 
described as ‘VEAC’ and offered 
alternative reasons for the expenditure. He 
stated they were meals for events staff, 
meetings with external parties, and a ‘make 
good’ purchase after a complaint.

182. On 17 July 2019, two days after David 
McMahon’s resignation, Andrew Paton 
emailed the Manager Financial Services 
and Peter Utri advising that he had 
received the following text message from 
David McMahon the previous day:

For the Bojangles meal in Aug, $164 - 
there were 2 personal guests of mine 
and I paid for all the meals. This included 
the workshop facilitator for Beers & 
Ideas ... I haven’t got receipt on me but it 
was for several pizzas - but not alcohol. 
Please also add this full amount to my 
repayment.

183. Andrew Paton then states in the email that 
David McMahon had verbally advised him 
that the earlier meal at Bojangles was ‘non-
work-related expenditure’, and concludes:

The above $172.50 and half of the $164 
($82) (i.e. Total of $254.50) should 
be added to the list for invoicing and 
repayment. The half payment of the $164 
item on the basis that the dinner included 
2 personal guests of David.

Logans Beach Spa Retreat vouchers

184. The investigation reviewed an invoice 
submitted by David McMahon for four 
massage vouchers valued at $90 each, 
which were declared as ‘Famil[iarisation] 
vouchers’. When contacted by the 
investigation, the spa retreat confirmed it 
had supplied two vouchers and booked 
two massages for David McMahon’s family 
members. When the investigation asked 
David McMahon about the transactions, 
he said:

That’s correct. I purchased these for 
a promotion, and I made very poor 
judgement in just supplying them [to 
family members] when they came for a 
day trip. So, I completely acknowledge that 
that was outside of any reasonable use and 
that’s why I repaid them at the time … 

185. The investigation asked Bruce Anson for 
his comment in light of his having given 
David Mahon the benefit of the doubt 
when he reviewed these invoices as part of 
the credit card transactions in November 
2018, but had not been made aware of the 
true nature of the purchase:

Well, that's … blatantly wrong, and ... no 
justification. If ... they were for competition 
vouchers, I understand that, but if they've 
then gone to friends, no sympathy.
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Figure 19: Logans Beach Spa Resort receipt submitted by David McMahon

Source: Warrnambool City Council
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Port Fairy Folk Festival

186. On 9 March 2018, a payment of $1,201.20 
was made for four adult tickets valued at 
$300 each to the Port Fairy Folk Festival, 
on the corporate credit card held by 
the Destination Marketing Coordinator 
as instructed by David McMahon. The 
reconciliation process would have included 
David McMahon as the approver of the 
expenditure.

187. A Council officer told the investigation 
that David McMahon offered them a 
ticket. They declined as they had already 
purchased their own ticket; but a Council 
maintenance officer was given a ticket. 
They said:

But I do know that he then went and 
purchased four tickets to the Folk 
Festival. And I know that David McMahon 
and [a colleague] attended the Festival 
on those tickets. I don’t know where the 
other two tickets went.

188. David McMahon told the investigation he 
attended on one day for about four hours 
for work purposes, to see if the Council 
could get more out of the event, such as 
attracting overflow accommodation to 
Warrnambool. 

189. The investigation notes that David 
McMahon purchased four tickets for the 
four-day event. The records do not show 
who else attended, nor is it apparent 
that all of the tickets were used for work 
purposes.  

Oktoberfest

190. Oktoberfest was an event run for the first 
time in 2018. With the support of Council’s 
Visitor Economy team, the event attracted 
visitors to Warrnambool in the ‘off-season’, 
utilising the Shipwreck Bay holiday park 
which would have otherwise sat vacant at 
this time. 

191. On 11 July 2018 David McMahon emailed 
the organiser seeking an arrangement to 
obtain around 50 VIP tickets, which he said 
were for Councillors, Senior Managers and 
guests. He wrote he would be happy to 
reduce the venue hire fee to cover the cost. 
The value of this would have been $5,000. 
The external event organiser declined, as 
he had already paid the hire fee. 

192. The investigation sighted an email from the 
organisers on 20 September 2018 to David 
McMahon titled ‘Oktoberfest Warrnambool 
invoice’, stating: 

Invoice for Oktoberfest tickets as 
discussed.

Includes

35 GA Tickets 
7 x 5 Drink Cards
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Figure 20: Oktoberfest invoice dated 20 September 2018

Figure 21: Oktoberfest invoice dated 2 October 2018

Source: Warrnambool City Council

193. Below is copy of the attached invoice of 
the same date (see Figure 20).

194. On 27 September 2018 David McMahon 
replied in an email asking for the invoice to 
be made out to ‘Marketing Support’. The 
invoice was returned to David McMahon 
with the description amended from 35 
Oktoberfest tickets to ‘Marketing Support’ 
(see Figure 21).

Source: Warrnambool City Council

Oktoberfest Warrnambool
1 Burberry Court

Highton, Victoria  3216

0478 071 323

Invoice

Bill To David McMahon

C/O Warrnambool City Council

25 Liebig Street

Warrnambool, Victoria, 3280

Invoice Number 2001321

Date 20/09/2018

Due Date Immediate

Terms Immediate

Description Quantity Unit price Amount

Total $1,750.00

Tickets - Oktoberfest Warrnambool 35 $50.00 $1,750.00

 

Oktoberfest Warrnambool
1 Burberry Court

Highton, Victoria 3216

0478071323

Invoice

Bill To David McMahon

C/O Warrnambool City Council

25 Liebig Street

Warrnambool, Victoria, 3280

Invoice Number 2001321

Date 02/10/2018

Due Date Immediate

Terms Immediate

Description Quantity Unit price Amount

Total $1,750.00

Paid Amount $0.00

Balance Due $1,750.00

Marketing Support 1 $1,750.00 $1,750.00

Michael Hickman

CBA

062692

25252008
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195. The invoice was then submitted for 
payment through Council’s invoicing 
process.

196. When the investigation asked David 
McMahon why he requested the 
amendment of the invoices, he said 
he thought it was because the event 
was under-subscribed for a long time, 
suggesting Council may have had ‘a range 
of giveaways on social media and on local 
radio, from memory’.

197. However, media reports indicated the ticket 
sales were going well (see Figure 22).

198. Council officers told the investigation no 
marketing support was given to the event 
outside the promotions agreed as part of 
the venue hire contract, which organisers 
of the event had paid for in full.

199. On 17 September 2018, the organisers 
emailed a Council officer thanking the 
Council for help with the event and 
offering the Council six free tickets. 

200. David McMahon organised several Council 
officers to attend a preview and walk-
through of the event before it started, 
and invited Bruce Anson. He then emailed 
Andrew Paton on 4 October 2018 after Mr 
Anson pulled out of the preview, writing:

FYI: the event is sold out as you know and 
we have no other tickets available should 
you be asked.

201. Three Council officers told the 
investigation they had been offered free 
tickets to the event by David McMahon.

David McMahon’s former school reunion 
dinner

202. Several witnesses told the investigation 
they had concerns about a payment made 
to be a sponsor of David McMahon’s 
former school’s reunion dinner held in 
Melbourne. Evidence obtained by the 
investigation indicated that no payment 
was made by Warrnambool City Council 
towards this event. David McMahon told 
the investigation he had arranged some 
prizes through his own connections, in his 
capacity as a School Alumni Committee 
member.

Council sponsorship of the Warrnambool 
Racing Carnival

203. Several witnesses told the investigation 
that they had concerns about the validity 
of elements of the sponsorship payment 
made to the Warrnambool Racing 
Club. The investigation’s evidence did 
not identify any improper conduct or 
payments in respect of this event.

Figure 22: Headline from The Standard 12 September 2018

– SEPTEMBER 12 2018 – 5:12PM 

Most tickets sold for city’s Oktoberfest, with only VIP admission left

Source: The Standard
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City Growth’s credit card spend

204. The investigation reviewed 3,139 
transactions on over nine corporate credit 
cards within the City Growth directorate 
between 3 January 2017 and 28 February 
2020.

205. The purchases made on these credit 
cards are for a diverse range of goods 
and services. Largely these transactions 
relate to the operation of Flagstaff Hill, 
Liebig Street redevelopment promotional 
activities, online marketing, professional 
development, and business travel.

206. The review identified that Council officers 
had purchased coffees and meals at local 
trading venues, consistent with Council’s 
‘support local’ strategy to support these 
businesses during the Liebig Street 
redevelopment. However, many of the 
transactions were not accompanied 
by an explanation of who attended the 
meeting and the business purpose of the 
transaction, as required by the Credit Card 
Procedure. 

207. Other deviations from the Credit Card 
and Travel and Entertainment Policy were 
identified, such as the cost of parking 
exceeding the expenditure guideline.

208. The investigation noted a transaction on 
Andrew Paton’s corporate credit card for 
the Myrtle Bar & Kitchen on 18 July 2018 
for $693.50. David McMahon was present, 
along with a Councillor and the Great 
Ocean Road Regional Tourism (GORRT) 
General Manager. Although this meal was 
considered for business purposes, the 
purchase of $447.50 on alcohol does not 
fit within the Travel and Entertainment 
Policy limits on entertainment, as it then 
was, and would be considered excessive. 

209. Andrew Paton told the investigation:

When the evening finished and we 
settled the bill, I looked at the bill and I 
was shocked by it. My initial thought was 
to query it, and then split the bill; and I 
didn’t do that, and, and I regret it. So I 
can see what that looks like, it’s about, oh 
we’re building a relationship with GORRT 
by wining and dining them, and I get 
that, totally get that perception. But the 
picture for me and how I rationalised it, 
was the outcomes that I got from that 
discussion, that on balance I had good 
outcomes, but it didn’t meet my personal 
standards.

That dinner with Great Ocean Road 
Regional Tourism delivered some good 
things, but there are some things that 
could have been done better that I regret.

210. The investigation has seen further receipts 
relating to hospitality for Sister Cities 
delegates where the spend on food and 
drink exceeded the limits set out in the 
Travel and Entertainment Policy. Although 
infrequent, Council has acknowledged 
that the previous practice of allowing 
attendees free reign in ordering did not 
meet community expectations and it has 
taken steps to allocate a moderate per 
head allowance to these meals. 

211. The investigation did not identify other 
Council credit card spending by Council 
officers that was not apparently for ‘official 
purposes’ under the Credit Card Policy, 
or improper invoicing practices, except in 
respect of David McMahon. 



Council’s ‘Support Local’ 
strategy
212. As part of the ‘support local’ strategy, 

council officers were encouraged to hold 
work-related meetings at local cafés and 
restaurants, and to use their Council credit 
cards to pay for food and coffees.

213. Andrew Paton told the investigation that 
Council had budgeted $170,000 per 
year during the redevelopment for these 
activities. No guidance was issued by 
Council to assist Council officers decide 
what was an acceptable purchase using 
Council funds and what was not, other 
than the directives in the Procurement 
Policy and the Credit Card Policy. 

214. Andrew Paton said the City Growth 
directorate was mindful how the spending 
could be perceived by the community; and 
he actively promoted responsible spending 
and conduct when Council officers met 
externally on Council business. He said 
he informed his team that the ‘rules’ were 
that Council officers conducting external 
meetings had to be with another Council 
officer or another stakeholder, and the 
meeting was required to be business-
related.

215. Andrew Paton told the investigation he did 
not believe the strategy was a reason for 
concern for the community: 

… it’s easy to look at a spreadsheet and 
say, ‘You spent $600 on coffees. How 
do you justify that?’ with no context of 
why that meeting occurred and why that 
expenditure occurred. And that’s a hard 
one to explain sometimes even to the 
people who are involved in it … I can see 
how that would look. But in terms of the 
context of the space we were in and the 
battle we were in, I’ll use that language … 
it was a bit of a battle to try and keep the 
wheels spinning because it was a day-to-
day thing. 

216. The investigation’s analysis of credit 
card purchases during this time shows 
a significant amount directed toward 
purchasing meals and drinks in the local 
area. One example of a breakdown of the 
types of credit card expenditure in the City 
Growth directorate (see Figure 23).

217. Andrew Paton told the investigation 
that a significant portion (around 40 
per cent) of the value of this category 
related to a small number of functions for 
the Council’s Sister City delegations and 
relationships. He also noted that the total 
expenditure was not solely for himself but 
also for the operations of his directorate 
which included payment of subscriptions, 
staff travel and accommodation and 
professional development courses.
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Figure 23: Summary of the spend on Andrew 
Paton’s corporate credit card

Source: Data from Warrnambool City Council

$10,331.57
Accommodation

$6,545.82
Travel expenses

$7,739.40
Local food/drink 

expenses

$238.50
Transaction in error

$18,355.80
Miscellaneous Council 

expenses

$5,890.29
Conference
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Conclusions

Figure 24: Summary of the spend on David 
McMahon’s corporate credit card

Source: Data from Warrnambool City Council, based on 
David McMahon’s admissions to Council. Does not include 
transactions on other officers’ credit cards.

Did David McMahon misuse his 
credit card?
218. An examination of David McMahon’s credit 

card expenditure between March 2017-July 
2019 leaves no doubt that he misused his 
card, both in incurring excessive work-
related expenditure and expenses for 
personal use. Figure 24 below shows a 
breakdown.

219. Although David McMahon told the 
investigation he understood his obligations 
under Council policies, his evidence in 
respect of transactions such as the RACV 
Cape Schanck Resort alcohol expenditure 
indicated that his interpretation of what 
was reasonable and what was excessive 
was vastly at odds with both Council 
policy and community expectations.

220. David McMahon said he repaid Council 
for what could be considered excessive 
transactions and some transactions he 
had made due to ‘poor judgement’. He 
noted in some instances, he had repaid the 
full amount of transactions where other 
Council officers had also been present at 
certain events. He said that as a manager, 
he believed it was his responsibility to pay. 

221. He told the investigation he decided to 
‘repay anything that could be seen as grey 
or black, whichever way you want to look 
at it’.

222. The investigation identified a number of 
invoices submitted by David McMahon that 
were presented in a way that concealed 
the true nature of the goods or services 
obtained.

223. A handwritten receipt dated 4 June 2018 
for Bojangles restaurant showed the 
expense as meals, described as ‘VEAC 
Meeting’. No further breakdown of the 
expense is provided. The investigation 
obtained evidence that this meal occurred 
on a different day, and was a private meal, 
including alcohol. While the venue has the 
capacity to provide an itemised receipt, 
the handwritten receipt conveniently 
concealed the number of attendees, the 
time they were present and details of 
the meals and alcohol consumed. This 
prevented scrutiny of whether the meal 
was genuinely for official purposes.

Accommodation
$8,355.36

Travel expenses 
$5,331.29

Local food/drink 
expenses
$6,817.90

Excessive spend
or personal use

$7,204.07Transaction in error
$14.60

Miscellaneous Council 
expenses

$16,721.20

Conference
$1,487.50
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224. Invoices for the Lady Bay Resort dated 
3 and 6 September 2018 described the 
expenses as ‘Room Hire’. The Resort 
provided the investigation with a copy 
of the receipts which showed the 
expenses were, respectively, a bar bill for 
$434.90 after an official VTIC function, 
and a restaurant bill for $736.50. Both 
expenses were described as ‘room hire 
for conference’ when reconciled by David 
McMahon. 

225. An invoice from Logans Beach Spa Retreat 
for $360 showed the purchase of four 
massages, two of which were booked for 
David McMahon’s family to use, suggesting 
deliberate use of his corporate credit card 
for personal gain. 

226. An invoice from Oktoberfest dated 2 
October 2018 for $1,750 showed the 
description of ‘marketing support’ and 
quantity of ‘1’. The original invoice shows 
the purchase of 35 tickets at $50 each, with 
email correspondence from David McMahon 
to the organiser requesting the description 
be changed from tickets to ‘marketing 
support’, which conceals the number of 
tickets provided to David McMahon.  

227. His explanation of his requirement to 
attend the Port Fairy Folk Festival for 
research is at odds with the purchase of 
four tickets for $1,200 to a four-day event 
which he only attended for four hours. The 
spend is excessive and if his explanation 
is correct, it is unclear why he needed to 
purchase two extra tickets, which he said 
were not used.

228. In response to the draft report, David 
McMahon challenged the investigation’s 
preliminary conclusions regarding the 
Oktoberfest and Port Fairy Folk Festival 
invoices. He reiterated that the payments 
were for ‘official purposes’ in furtherance 
of Council work. 

229. However, he did not provide a cogent 
account of why he required the 
Oktoberfest invoice to be modified so 
the quantity of tickets could not be 
interrogated. Nor did he provide a cogent 
account of why he purchased four tickets 
for the Port Fairy festival.

230. David McMahon now accepts his spending 
was excessive, but he did not consider 
it to be so at the time. His evidence was 
this was the cost of doing business in 
the region. The largesse of his spending, 
however, is indefensible and falls well short 
of ratepayers’ expectations of Council 
spending. 

231. David McMahon’s decision to resign 
and the tone of his resignation letter 
demonstrated his reflection and shame 
about his conduct, and suggest he was 
genuinely sorry for the effect it had on 
Council and his managers. He openly 
stated he had ‘betrayed his manager’. 
Regrettably, however, he was not 
completely transparent at the time about 
some of his transactions and invoicing 
practices.

232. His genuine disappointment in his conduct 
is justified. His behaviour did not reflect 
‘the expectation of the Council and the 
people of the City’. In addition to breaching 
his obligations under the Credit Card Policy 
and the Travel and Entertainment Policy, 
he breached his contractual duties as a 
Council officer and under Council’s Code of 
Conduct, specifically in failing to: 

... act ... with integrity ... [and] be 
accountable ... in the performance and 
discharge of official functions and duties.
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Was senior management’s 
response to the credit card 
misuse adequate? 
233. Andrew Paton, an experienced Council 

Director, authorised the excessive 
transactions. It was not until the Finance 
team raised the issue of the RACV Cape 
Schanck Resort alcohol spend that the 
issue came to a head. 

234. Andrew Paton told the investigation he felt 
deceived by David McMahon, an employee 
he trusted; and his confidence was shaken 
as a result. Given some of the invoices 
were amended but still did not accurately 
reflect the reason for the purchase, 
Andrew Paton could be excused for some 
of his errors. His failure to identify some 
excessive transactions was due to his own 
inadvertence. 

235. In response to the Ombudsman’s draft 
report, Andrew Paton stated:

Whilst I conducted the abovementioned 
checks and balances when authorising the 
credit card transactions, I accept that in some 
instances there have been weaknesses in the 
narration on the receipts I have authorised.

236. Bruce Anson confirmed he had discussed 
this issue with him, and Andrew Paton was 
suitably regretful. Both Bruce Anson and 
Peter Schneider informed the investigation 
they considered Andrew Paton to have 
the highest level of professionalism and 
integrity, and that he accepted his mistakes.

237. The investigation considers it was open 
to both former CEOs to decide that 
Andrew Paton had made honest mistakes 
and in some instances been misled, and 
accordingly the formal disciplinary process 
was not engaged.  But given Council’s 
reputational and financial exposure, a more 
structured approach to addressing the 
problem should have been instituted in 
November 2018, including revisiting credit 
card oversight processes.  

238. David McMahon’s excessive expenditure 
was investigated in accordance with 
Council policy, and subsequently handled 
by Bruce Anson, who identified that 
some of the transactions were excessive 
and should be repaid. He took the view 
that David McMahon was honest in his 
responses, and he did not need to take 
further steps to look behind them. He 
believed that the First and Final Written 
Warning and the repayment put a line 
under the issue pursuant to the relevant 
policy’s requirements. 

239. Bruce Anson did not assess the conduct 
as being criminal in nature or as corrupt 
conduct. The investigation does not 
consider that Bruce Anson was legally 
required to refer the matter to IBAC at that 
time. However, if he had not taken David 
McMahon’s explanations on face value, 
other inappropriate transactions were likely 
to have come to light, which could well 
have engaged Council’s Fraud Corruption 
and Control Procedure. 

240. Bruce Anson should have referred 
the matter to an Internal Auditor for 
investigation. His failure to do so also 
exposed the Council to suspicion, in some 
quarters, that Council had covered up the 
issue. 

241. Bruce Anson acknowledged in retrospect 
there should have been an independent 
audit of David McMahon’s credit card 
transactions in accordance with Council 
policy. The findings of a subsequent report 
by HLB Mann Judd commissioned by the 
Council in 2019 were consistent with this. 

242. Bruce Anson did change the Policy to 
clarify that expenditure on alcohol would 
not be permitted by Council officers on 
Council credit cards. 
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243. When provided a copy of the 
Ombudsman’s draft report, Bruce Anson 
told the investigation he did not wish to 
make any variation to it: 

It is a depressing read of misplaced trust. 
Unfortunately, the draft report provides 
concise details of the deliberate rorting of 
the Council by an individual.

244. David McMahon’s misuse became public 
knowledge in July 2019, due to media 
scrutiny. Witnesses in this investigation 
said that without the media scrutiny, there 
would have been no further investigation 
of David McMahon’s Council credit 
card spending. Given Bruce Anson had 
personally looked into the matter and 
drawn a line under it, there was no reason 
why a new CEO would have had cause to 
revisit the matter.

245. On becoming aware of the media reports, 
Peter Schneider made his own enquiries of 
David McMahon on 8 July 2019, following 
which David McMahon resigned and repaid 
additional Council credit card transactions.

246. The investigation also notes that Peter Utri 
and Andrew Paton acted responsibly in 
supporting David McMahon in his time of 
crisis in July 2019. It is a duty of managers 
to support and protect their staff’s health 
and safety even in circumstances such as 
this. 

247. Peter Schneider was correct in his 
assessment that a referral by Council to 
IBAC was required in 2019. 

Was the financial misuse more 
widespread?
248. While there was some evidence of lax 

practices and non-compliance with policies 
and procedures, the investigation did not 
identify Council credit card spending by 
Council officers that was not apparently 
for ‘official purposes’ under the Credit Card 
Policy, or improper invoicing practices, 
except in respect of David McMahon.

249. It did however identify a number of other 
concerns in relation to Council’s policies 
and practices in 2018 and 2019.

250. These include the impact of the ‘support 
local’ strategy, in which Council officers 
were encouraged to hold work-related 
meetings at local venues. From the public’s 
perspective, the practice of holding 
meetings in local cafés and restaurants to 
support local business could have been 
viewed as personally benefiting Council 
officers, rather than being for official 
purposes. Enjoying a coffee and a meal 
at a local café over a meeting about 
Council business is likely to look like work 
colleagues going out to lunch.

251. In any event, it exposed Council to criticism 
from those who reasonably questioned 
use of Council funds by Council officers to 
buy meals and drinks, whether they were 
working or not. While well-intentioned in 
its desire to support traders affected by 
infrastructure works, such an approach 
was fundamentally unwise.

252. Council officers interviewed demonstrated 
they were aware of their obligations 
under Council’s Credit Card and Travel 
and Entertainment Policies; however, the 
investigation identified lax practices such 
as not providing the required level of detail 
of the reason for purchase or seeking pre-
authorisation for travel or entertainment. 
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253. When asked if Council officers sought 
their supervisor’s approval before 
making purchases under the Travel 
and Entertainment Policy, the Manager 
Financial Services said:

No, that practice didn't occur. So, the 
new Policy and Procedure has the 
preapprovals in there, and we've now 
got a preapproval form online … if they're 
going for a conference or a seminar in 
Melbourne, they'll need to fill that in, or if 
they're entertaining clients as well, they'll 
need to fill that in. But that Policy - or that 
part of the Procedure, that wasn't being 
adhered to up until this point.

254. The investigation appreciates that in 
practice, a Council officer using their 
Council credit card is required to use their 
judgement about what is reasonable in 
individual circumstances. When asked by 
the investigation what a reasonable meal 
purchase under Council’s policies would 
be, Peter Schneider noted that a meal 
might be a ham and cheese sandwich, not 
‘a T-bone steak washed down with a bottle 
of Grange’.

255. Most surprisingly, Council’s Travel and 
Entertainment Policy did not provide 
an express direction about acceptable 
expenditure on alcohol as part of the 
meal allowance, until it was updated in 
November 2018. 

256. As noted below, Council policies have been 
significantly tightened since the events in 
question. 

257. Well-drafted policies provide Council 
officers certainty about what is or is not 
permissible and can reassure them that 
their conduct is appropriate in the eyes 
of Council and its community. They also 
protect the public purse by removing 
ambiguity where misconduct is identified. 
Council did not have the benefit of this 
when subjected to intense scrutiny by 
its residents and the media, and this 
has damaged confidence in Council and 
its officers who did not engage in any 
misconduct, but have suffered the fallout 
nonetheless. 

258. The damage to public confidence in 
Council also affected Council officers in 
their day-to-day life. Bruce Anson gave an 
insight into the effect of these events on 
him, personally:

... even after I retired, I went to buy 
something and someone said, ‘Is that 
on your card or the Council's card?’ 
You know, that does damage, that does 
hurt, you know, so it did damage the 
reputation, no doubt about that. And it 
will take a lot for Council to rebuild.

259. Another Council officer told the 
investigation:

I’d go out into a local coffee shop or a 
cafeteria or the local football club or 
something like that, and people that 
I know, jokingly, but it was only half-
jokingly, say, ‘Oh, just pull out the Council 
credit card. Everyone else down there 
does’, those type of things. And that 
was not just confined; that was, anyone 
that worked here, the commentary 
around town was all based on the public 
disclosure of what David had done … 

Improvements by Council
260. The investigation notes the improvements 

made by Council as a result of these 
events. In December 2018, Council 
amended the Credit Card Procedure to 
update the reference to alcohol to read:

Alcohol is not permitted to be charged 
to a Corporate Credit Card in relation to 
travel, meals or entertainment. 

261. The Travel and Entertainment Policy was 
also amended to update alcohol spend in 
the meal allowance:

Any purchases of alcohol will not be 
reimbursed as part of the meal allowance.

262. The reference to alcohol was also updated 
in the guidance around entertaining:

Staff entertaining clients or team 
members are required to gain approval 
from their Director prior to any such 
arrangements being undertaken. Alcohol 
will not be a reimbursable expense in 
these circumstances.
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263. The guidelines detailing the permitted 
cost of accommodation, parking and meal 
expenses were also updated to reflect 
current prices.

264. The Travel and Entertainment Policy was 
further updated in September 2019 and as 
part of this review, the meal allowance for 
dinner was reduced from $90 to $65. 

265. Although the requirement to obtain 
pre-authorisation was in the Travel and 
Entertainment Policy, Council admitted 
this was not a practice that was previously 
enforced. Council has now introduced a 
pre-approval online form which officers 
complete and to ensure compliance to this 
part of the Policy.

266. On 22 August 2019, Council agreed to 
engage external auditor HLB Mann Judd 
to review and assess the adequacy of 
existing policies, governance, reporting 
and investigation processes/procedure. 
In March 2020 they provided their final 
report to Council, which accepted all 10 
of its recommendations. In summary the 
recommendations were that Council:

1. Provide fraud and corruption 
control training to all Council staff 
including reporting of actual or 
suspected fraud and corruption

2. Review and update Fraud and 
Corruption Control Plan and 
Procedure to include fraud incident 
reporting protocols to the Council

3. Establish a criterion to determine 
the need for a credit card by a staff 
member

4. Review and update the existing 
Corporate Credit Card Procedures, 
including to stipulate the roles and 
responsibilities of an authoriser, create 
list of risk factors for authorisers to 
be aware and create guidelines on 
‘taking face value explanations’ versus 
‘appropriate inquiry’

5. Provide training to authorisers with 
respect to approval of monthly 
credit card expenses 

6. Review and update the existing 
Fraud and Corruption Controls 
Procedure to include specific 
trigger points when an independent 
auditor should be brought in (i.e. 
the period after unusual/misuse has 
been identified to when possible 
fraud is suspected)

7. Implement a process wherein pre-
approvals (except CEO) shall be 
required for expenses such as (but 
not limited to):

a. Business travel
b. Accommodation 
c. Conferences
d. Seminars

8. Implement an approval process 
which aligns with the practice 
recommended by VAGO: 

•	 The Council’s Chief Financial 
Officer or Director Corporate 
Strategies, shall approve CEO’s 
credit card expenditure, and 
table the full transaction history 
to the Audit and Risk Committee 
for periodic review

9. Implement ongoing reporting and 
monitoring processes that fosters 
continuous improvement of credit 
card processes (with suggested 
areas for improvements including 
implementing Breach reports and 
Repeat Offenders report)

10. Incorporate a process wherein 
Statutory Declarations are 
witnessed by one of the many 
people authorised to do so (outside 
the Council).
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267. The annual internal review of purchasing 
cards originally scheduled for March 2020 
was brought forward at the suggestion 
of Peter Schneider to the Audit and Risk 
Committee and conducted by Crowe 
Horwath. They reviewed the adequacy 
of the processes and procedures within 
Council for purchasing cards, fuel cards 
and expense reimbursement between 
1 January 2019 – 30 August 2019. The 
resulting report highlighted five moderate 
risks and eight issues which they classed 
as low risk. No high-risk issues were 
identified.

268. The number of corporate credit cards now 
in use has reduced, partly due to individual 
card holders’ relinquishment, due to the 
external perception created from David 
McMahon’s conduct. Council also has an 
annual review process in which it assesses 
the requirements and appropriate credit 
limit for each cardholder. 

269. Council card holder approvers must 
now complete a mandatory online 
training course which provides them 
with information on their roles and 
responsibilities. 
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270. In the course of this investigation, a 
number of concerns were raised by Council 
officers, who told the investigation they 
were hesitant to report those concerns 
through formal processes.

271. The investigation heard from a number of 
Council officers that they felt they were 
not being heard. One Council officer said: 

I felt that they by now should at least know 
that it would appear that allegations had 
been made over time and people who are 
by law required to report … allegations may 
not have acted ... 

I felt they were all in roles that would under 
normal circumstances require them to 
report to an external body that they felt 
something was going on.

272. Although the Council had policies about 
how to escalate and report issues of 
concern, the investigation was told that 
staff lacked understanding of how to lodge 
a complaint and were fearful of reprisal if 
they were identified. Council officers told 
the investigation they would struggle to 
find a comparable job within the local area, 
and these concerns overrode their wish to 
make a complaint.

273. Although whistleblower legislation has 
been in place in Victoria since 2001 and 
further strengthened with the creation 
of the IBAC in 2011, for a whistleblower 
scheme to operate effectively, it is vital for 
public sector bodies to create a culture of 
integrity and to empower employees to 
speak up when they see conduct that does 
not align with sector values.

274. It was also apparent from the witnesses 
interviewed that there is discord between 
Councillors at Council and that a similar 
concern exists between Directors at the 
executive level. The investigation was told 
that functions within Council were siloed 
from each other, among other things 
affecting staff morale. The overwhelming 
impression to the investigation was that 
– rightly or wrongly – some disaffected 
Council officers did not have confidence 
that Council and its senior managers would 
deal with their concerns effectively. 

275. Councillor conduct also came into the 
frame, although this did not form part of 
the investigation. Bruce Anson told the 
investigation: 

We had a very … toxic Council, very 
difficult Council. I think in 2015 ... we 
had two Councillor Conduct Panels, 
bullying and harassment complaints by a 
Councillor, five Council WorkCover claims 
all coming from three Councillors, two 
Councillors suing the Council, and one 
alleged assault that didn't happen. We 
had constant abuse of and undermining 
of staff by some Councillors.

276. Peter Schneider agreed with the 
investigation’s observations about 
Councillor disharmony. However, he said he 
had not experienced or received feedback 
about discord between his Directors from 
any Council officer.

277. The discord within the Council body has 
played out publicly, with Peter Schneider 
having been removed from his position as 
CEO less than 18 months into his four-year 
contract with Council. In addition, further 
allegations continued to filter through from 
whistleblowers while the investigation 
was ongoing. Allegations included 
concerns about management inactivity 
or lack of accountability, and several 
specifically raised concerns about Council’s 
investigation into the leaks to the media, 
and its treatment of those suspected to be 
the source of the leak.

Observations
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278. A former senior Council officer told the 
investigation: 

If in Warrnambool, you don’t get your way 
with the Council, threaten the Council 
that you’re going to go to The Standard. I 
don’t know how many times people have 
said to me, ‘Oh, if you don’t do this, I’m 
going to go to The Standard.’ This is the 
standard thing here. Council is a big fish 
in a very small pond … So, people don’t go 
through the right channels now, and they 
don’t go through the process … 

279. Some Council officers appear to have 
‘leaked’ information to the media, in 
order to pressure Council to address 
their concerns by embarrassing Council 
into doing so. The outcome of the – real 
or perceived – reluctance by Council 
to address concerns raised was for 
information to be given to a local journalist 
and reported publicly in a blog where 
individuals were named. 

280. Andrew Paton expressed his concern 
about how this impacted those named in 
the media:

I’m really concerned about some staff 
that do get named and shamed … and  
[named Council officer] is one of those 
that left, in my view for doing absolutely 
nothing wrong, but was a victim of the 
transactions and the deductions that 
were made about their presence down 
Liebig Street, when in my view they were 
all legitimate and all for the betterment 
of our community. And whilst … they’ve 
resigned for other reasons … I think that 
really weighed heavily on them ...

281. These and other allegations have fed 
further media reports, as well as open 
letters by the advocacy group Ratepayers 
Victoria, publicly expressing concerns 
about systemic abuse, coercion by senior 
management, and cover-ups. 

282. While this investigation did not deal with 
every allegation that emerged since David 
McMahon’s credit use misuse was first 
exposed, its scope was expanded to look 
into the broader concerns about senior 
management’s handling of misconduct 
by council officers. The investigation did 
not find evidence either of systemic abuse 
by Council officers, or systemic failings 
by senior management. But while these 
later allegations were not substantiated, 
their prevalence and persistence suggest 
a broader problem with morale within 
Council which this investigation does not 
purport to address. 
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283. On the basis of the evidence set out above, 
David McMahon engaged in misconduct by 
seriously departing from his responsibilities 
to act with integrity and be accountable in 
respect of his duty to honestly report his 
financial transactions.

284. David McMahon acted in a manner that 
was wrong within the meaning of section 
23(1)(g) of the Ombudsman Act. 

285. Section 17(6) of the Ombudsman Act 
requires that in the event an investigation 
considers there is evidence of a breach or 
duty or misconduct by a public officer, the 
Ombudsman must report the matter to the 
principal officer of the authority and send 
a copy of the report to the responsible 
Minister and, in this instance, the Mayor of 
the relevant Council. 

286. Accordingly, the Ombudsman will report 
the matter to the Acting Chief Executive 
Officer of the Council, and this report 
will be provided to the Minister for Local 
Government and the Mayor.

Opinion
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Pursuant to section 23(2) of the Ombudsman 
Act, it is recommended that:

Recommendation 1

Council consider the findings of this 
report, make further enquiries as 
necessary regarding David McMahon’s 
credit card use, and consider referring the 
matter to Victoria Police.

Council’s response:

Accepted

Recommendation 2

Council reconsider the number of 
corporate credit cards in use and the 
rationale of the issuing of cards.

Council’s response:

Accepted

Recommendation 3

Council implement the recommendations 
of the two audit reports and report their 
progress to the Ombudsman within six 
months.

Council’s response:

Accepted

Recommendations
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Appendix 1 – Council’s response
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Transactions paid by David McMahon in November 2018

Date Merchant Amount Narration

24/04/2017 V/Line Pty Ltd Docklands $88 Train Ticket for Travel

Personal use
At interview, David McMahon stated he travelled to Melbourne by train as his work vehicle was 
being used by someone else. However, when he asked a team member to book the V/Line ticket, 
he stated they booked using his corporate credit card instead of his personal card. 
The investigation notes the V/Line ticket repaid by David McMahon coincides with an AFL at the 
MCG on 25 April 2017. In his response to the draft report, David McMahon stated that he did not 
attend the AFL game however did not provide any further explanation for the transaction.

06/07/2017 Pickled Pig Warrnambool $290 Promotions Meals

Excessive business use
This transaction was for the purchase of two chef’s tasting menus at $145 each.
At interview, David McMahon stated this transaction related to a business meeting with a supplier 
with whom he was looking to negotiate a change to a three-year deal. He said:

‘I paid it back because it seems excessive because I’m taking someone to dinner at the best restaurant in 
Warrnambool. I paid it back because I thought it would – you know the optics of it.’

Council’s Travel and Entertainment Policy at the time stated meals were ‘reimbursable according to 
actual and reasonable cost’ and provided a guideline of $25 – $50.

25/07/2017 Mr Magic Brisbane PL $20.30 Car Wash

19/09/2017 Mr Magic Brisbane PL $18.30 Car Wash

03/10/2017 Mr Magic Brisbane PL $20.30 Car Wash

07/11/2017 Mr Magic Brisbane PL $20.30 Car Wash

03/01/2018 Mr Magic Brisbane PL $16.30 Car Wash

20/03/2018 Mr Magic Brisbane PL $18.30 Car Wash

10/08/2018 Mr Magic Brisbane PL $18.35 Car Wash

16/08/2018 Western District Employment 
Access

$275 David’s Car Detail – Maremma Dogs

Excessive business use
At the time, David McMahon’s purchase of car washes for his corporate vehicle was not in line with 
Council’s Fleet Management Policy. Despite this, the transactions were made by David McMahon 
and approved by Andrew Paton. Given the nature of David McMahon’s role and the use of his 
vehicle it was retrospectively decided to permit some car wash transactions as he was genuinely 
using the car for official purposes.

04/05/2018 Warrnambool Taxis $21.84 GORRT & Visit Vic Taxi

Unknown
David McMahon’s electronic calendar did not contain any appointments for the evening of 2 May 
2018, however it coincided with the Warrnambool Racing Club’s May racing event.

It is unclear why David McMahon did not use his corporate vehicle for this local trip, though one 
explanation is that the transaction was for a member of Great Ocean Road Regional Tourism or Visit 
Vic. The reason for the transaction and subsequent repayment is unclear due to poor record keeping. 
When asked by the investigation, David McMahon was unable to recall the purpose of the transaction.

Appendix 2 – Investigation analysis of 
repaid transactions



Date Merchant Amount Narration

27/06/2018 Citidines Melbourne $166.65 Accommodation

Unknown
David McMahon’s electronic calendar did not contain any appointment that corresponded with the 
Friday night stay at the Citidines Melbourne. Related parking costs of $107.63 were not repaid by 
David McMahon. At interview, David McMahon stated:

‘I went down the list with a pen and went, ‘I can’t remember.’ I’ve looked in my diary, ‘I can’t find 
something to match, well, just pay it.’ So, I did.’

19/07/2018 Liv*Bohemia Café & Bar $9.80 Warrnambool Racing Club Meeting

Unknown
The investigation noted that ‘WRC’ is handwritten on the receipt. David McMahon’s calendar had 
an appointment  to ‘catch up’ with [external party] at Bohemia Café.

26/07/2018 Apartments Of Melbourne $75 Accommodation Secure Parking

Unknown
At interview David McMahon recalled that he repaid this amount as he extended his stay in 
Melbourne for a night that was not work related, so he paid back extra associated charges. He stated:

‘I think I went to the football or something off the top of my head.’

The investigation noted that David McMahon’s calendar records a full day event as ‘Melbourne 
(VTIC & VEIC)’. VTIC’s website confirmed it hosted a lunch event at the Melbourne Convention and 
Exhibition Centre on that date.

The investigation has been unable to verify the details of the transaction as a Statutory Declaration 
was provided in lieu of a receipt.

02/08/2018 RACV Cape Schanck Resort $2,195.50 Meals And Beverages For VTIC 
Conference

Excessive business use
At interview, David McMahon explained that the consumption of alcohol was in the context 
of networking with other attendees at the VTIC conference. While at the time the Travel and 
Entertainment Policy permitted the consumption of alcohol, the volume and value of the alcohol 
is excessive. 

13/08/2018 Mobbiexpress Int Pty $126.60 Famil[iarisation] Travel

Unknown
From the receipt, it is unclear if this payment for a taxi from Melbourne Airport occurred on the 
Friday or Saturday afternoon. However, the investigation noted that David McMahon’s calendar did 
not contain any appointments in Melbourne on both days.  
While the Travel and Entertainment Policy permits the use of taxi services, it cannot be confirmed 
that this transaction was for ‘official purposes’.

24/08/2018 RACV Cape Schanck Resort $902.50 VIC Parks Conference Meals/
Beverages

Excessive business use
This transaction relates to the Vic Parks conference at RACV Cape Schanck Resort that was 
processed on another Council officer’s credit card. The invoice contained accommodation and 
meal expenses, along with beverage charges that David McMahon repaid a portion of ($368) as it 
was considered excessive business use. 
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Date Merchant Amount Narration

29/08/2018 Hotels Mansions Pty Ltd $287.30 Surfside Meeting Meals

Excessive business use
David McMahon’s calendar indicated he had a ‘meeting with [external party] (over a quick dinner)’, 
with Andrew Paton and another colleague was invited. The calendar invite records the purpose of 
the dinner was to discuss a proposed strategic plan for the caravan park and camping area.
Council’s Travel and Entertainment Policy at the time stated meals were ‘reimbursable according to 
actual and reasonable cost’ and provided a guideline of $25 – $50. 

10/09/2018 Lady Bay Resort $736.50 Room Hire For Conference

Personal Use
On 6 September 2018, David McMahon has a calendar entry titled ‘Dinner with [Service Manager]’ 
at Lady Bay with Andrew Paton, Peter Utri and another colleague.

At interview, David McMahon stated the dinner was ‘a thank you dinner for [Service Manager] 
achieving ... in excess of his KPI, I can’t remember the figures now but it was a massive extra 
income for us’.

At interview, Andrew Paton stated that while ‘it was badged as a thank you dinner’ it ‘was not a 
business-related meeting’ and ‘there was no business-related talk’.  

Council’s Travel and Entertainment Policy at the time stated meals were ‘reimbursable according to 
actual and reasonable cost’ and provided a guideline of $25 - $50.

The investigation also noted the itemised restaurant receipt was not submitted to evidence the 
transaction, instead a generic Lady Bay invoice for ‘room hire’ was submitted. David McMahon 
suggested this was standard practice, through appears to be a way to conceal excessive spend on 
alcohol and food. 

12/09/2018 Logans Beach Spa Retreat $360 Famil[iarisation] Vouchers

Personal Use
Logan’s Beach Spa Retreat confirmed to the investigation that at the time of purchase, two 
massages were supplied as vouchers and two were booked immediately for David McMahon’s 
family members.

At interview, David McMahon stated ‘I made very poor judgement in just supplying them when they 
came for a day trip.’ David McMahon’s explanation suggests he gifted vouchers he had available 
to him, when information provided to the investigation indicates the vouchers may have been 
purchased for this intention. 



Transactions paid by David McMahon in July 2019

Date Merchant Amount Narration

28/09/2017 Comfort Inn Warrnambool $262 Accommodation

24/10/2017 Comfort Inn Warrnambool $142 Accommodation for visitor

Personal use
At interview, David McMahon confirmed the two stays at the Comfort Inn Warrnambool were for 
personal use.

9/11/2017 BW Olde Maritime $670 [Contractor]- Redevelopment

6/02/2018 BW Olde Maritime $175 Contractor Accommodation

Personal use
At interview, David McMahon confirmed that the contractor was engaged for a redevelopment 
project. He paid these transactions back as he could not find any meetings in his diary or 
justification for it. He stated that he had stayed at the Best Western Olde Maritime in the past for a 
night or two. 

The investigation obtained copies of the guest registration cards for these bookings, which lists 
David McMahon as the guest.

10/01/2018 Quest Warrnambool $167 Contractor (project)

Unknown
At interview, David McMahon could not recall this expense and stated he had never stayed at the 
Quest Warrnambool. He noted that Quest Warrnambool is located next door to the main Council 
office.

A review of David McMahon’s calendar showed he accepted an invite from a colleague to attend 
the Victorian Speedcar Titles to ‘come and support the industry and use Council’s VIP sponsorship 
package’. The records do not indicate who stayed at the accommodation.

1/05/2018 Wotif.com.au $89.53 Accommodation

Unknown
This East Melbourne accommodation for Sunday 29 April 2018 was booked the previous night. A 
review of David McMahon’s calendar showed an all-day entry on Sunday 29 April 2018 of ‘Head 
to Melb’ and an all-day meeting on Monday of ‘Melb’, however his calendar also recorded four 
meetings in Warrnambool on Monday from 11am.

It is unclear what the official purpose of the transaction was. The investigation notes an AFL game 
was played at the MCG on Sunday 29 April 2018. 

8/05/2018 Graze Urban Café $60 VEAC Meeting

Unknown
Shortly before David McMahon’s resignation, he advised Andrew Paton this transaction was one 
of 11 transactions that were incorrectly declared as a VEAC meeting. Instead, he stated it was a 
‘Bfast meeting with consultant for FSH (Garrison)’. David McMahon’s calendar has no record of a 
breakfast meeting.
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Date Merchant Amount Narration

9/05/2018 Hopkins River Warrnambool $135 Contractor Accommodation

20/06/2018 Hopkins River Warrnambool $135 Accommodation

Personal use
At interview, David McMahon stated these transactions were payment for the accommodation 
of a former colleague and mentor who visited Warrnambool to meet with him. Given the visitors 
military and management background they toured Flagstaff Hill and discussed challenges David 
McMahon faced within his team. David McMahon acknowledged the visitor was not engaged by 
Council as a contractor, and the two discussed non-work-related matters also. He stated, ‘There is  
elements to that that do not pass the acceptance test, so that’s why I’ve repaid it’.

9/07/2018 Delaware North $33.50 Volunteer Famil[iarisation]

10/07/2018 Sovereign Hill $149.60 Volunteer Famil[iarisation]

Personal use
At interview, David McMahon stated he visited Sovereign Hill to view new products and services 
it had introduced, given Flagstaff Hill is a similar attraction. He stated, however, that he attended 
in his personal time with his children and acknowledged he should have used his corporate credit 
card to pay for his ticket only and that ‘it was poor judgement’.

25/07/2018 Hotels.com.au $556.08 Events travel accommodation

26/07/2018 Apartments of Melbourne $50 Meals

Unknown
During the two nights stayed at Apartments of Melbourne, David McMahon’s calendar records a 
full day event as ‘Melbourne (VTIC & VEIC)’. VTIC’s website confirms it hosted a lunch event at the 
Melbourne Convention and Exhibition Centre on that date, suggesting this travel was for legitimate 
purposes. However, in November 2018, David McMahon repaid the parking costs associated with 
this travel, then in July 2019 he repaid the accommodation and meal expenses. 

At interview he stated he made a repayment to cover the costs associated with extending his 
trip by a night to attend a football game. It is not clear where David McMahon stayed on the 
Friday night, however he used his corporate credit card to pay $345.10 for the Saturday night 
accommodation, breakfast and parking at the Royce Hotel, Melbourne. That night, there was an 
AFL game at the MCG. On Sunday, David McMahon travelled to RACV Cape Schanck Resort for 
the VTIC conference.

It appears to the investigation that David McMahon may have incorrectly paid for the cost of the 
Apartments at Melbourne and should have paid the cost for the stay at the Royce Hotel.

16/10/2018 Graze $55.60 VEAC Meeting

Unknown
David McMahon declared the transaction as relating to a VEAC meeting. A review of his calendar 
shows an appointment for ‘BF breakfast’. The reason for the transaction and subsequent 
repayment is unclear. 



Date Merchant Amount Narration

17/05/2019 Moss Interiors Warrnambool $70 Condolence flowers 

Personal use
David McMahon repaid a $70 transaction paid on one of his team members credit card after telling 
Andrew Paton that the flowers were for his private use.

4/06/2018 Bojangles Pizza $172.50 VEAC Meeting

Personal use
The transaction was cleared by the bank on 4 June 2018 and was declared as a VEAC meeting. In 
July 2019 David McMahon advised Andrew Paton that the meal was not for a VEAC meeting, but 
‘Dinner with [external party] after Industry Sessions’. Later, David McMahon told Andrew Paton  
the transaction was in fact not work related and would be paid back in full. 
The transaction is alleged to have occurred on 31 May 2018 following a Council-facilitated ‘Beers 
and Ideas’ night and was not a work-related expense. 

6/07/2018 Fishtales Café $32.90 Events meeting

Unknown
David McMahon’s calendar showed a ‘quick catch up’ at Fishtales Café arranged by a colleague. 
The official purpose of the transaction is unknown.

20/07/2018 Warrnambool Taxis $34.02 WCC & GORRT taxi

Excessive business use
This transaction follows a $693.50 meal declared as a meeting with an external party and a 
Councillor.  

3/07/2018 Bo Jangles Pizza $82 VE Famil[iarisation] Meals

Personal use
David McMahon repaid half the bill for dinner following a Council-facilitated ‘Beers and Ideas’ 
night, stating two of his personal guests attended.
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2020

Investigation into review of parking fines by the 
City of Melbourne. 

September 2020 

Investigation into the planning and delivery of 
the Western Highway duplication project 

July 2020 

Ombudsman’s recommendations – third report 

June 2020

Investigations into allegations of nepotism in 
government schools 

May 2020 

Investigation of alleged improper conduct by 
Executive Officers at Ballarat City Council 

May 2020 

Investigation into three councils’ outsourcing of 
parking fine internal reviews

February 2020  

2019

Investigation of matters referred from the 
Legislative Assembly on 8 August 2018

December 2019 

WorkSafe 2: Follow-up investigation into the 
management of complex workers compensation 
claims

December 2019 

Investigation into improper conduct by a 
Council employee at the Mildura Cemetery 
Trust

November 2019 

Revisiting councils and complaints

October 2019 

OPCAT in Victoria: A thematic investigation 
of practices related to solitary confinement of 
children and young people

September 2019 

Investigation into Wellington Shire Council’s 
handling of Ninety Mile Beach subdivisions

August 2019

Investigation into State Trustees

June 2019 

Investigation of a complaint about Ambulance 
Victoria

May 2019 

Fines Victoria complaints

April 2019 

VicRoads complaints

February 2019 

Victorian Ombudsman’s Parliamentary Reports tabled since  
April 2014
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2018

Investigation into the imprisonment of a 
woman found unfit to stand trial

October 2018 

Investigation into allegations of improper 
conduct by officers at Goulburn Murray Water

October 2018 

Investigation of three protected disclosure 
complaints regarding Bendigo South East 
College

September 2018 

Investigation of allegations referred by 
Parliament’s Legal and Social Issues 
Committee, arising from its inquiry into youth 
justice centres in Victoria

September 2018 

Complaints to the Ombudsman: resolving them 
early 

July 2018 

Ombudsman’s recommendations – second 
report

July 2018 

Investigation into child sex offender Robert 
Whitehead’s involvement with Puffing Billy and 
other railway bodies

June 2018 

Investigation into the administration of the 
Fairness Fund for taxi and hire car licence 
holders

June 2018 

Investigation into Maribyrnong City Council’s 
internal review practices for disability parking 
infringements

April 2018 

Investigation into Wodonga City Council’s 
overcharging of a waste management levy

April 2018 

Investigation of a matter referred from the 
Legislative Council on 25 November 2015

March 2018

2017

Investigation into the financial support 
provided to kinship carers

December 2017

Implementing OPCAT in Victoria: report and 
inspection of the Dame Phyllis Frost Centre

November 2017

Investigation into the management of 
maintenance claims against public housing 
tenants

October 2017

Investigation into the management and 
protection of disability group home residents 
by the Department of Health and Human 
Services and Autism Plus

September 2017

Enquiry into the provision of alcohol and drug 
rehabilitation services following contact with 
the criminal justice system

September 2017

Investigation into Victorian government school 
expulsions

August 2017

Report into allegations of conflict of interest 
of an officer at the Metropolitan Fire and 
Emergency Services Board

June 2017

Apologies

April 2017

Investigation into allegations of improper 
conduct by officers at the Mount Buller and 
Mount Stirling Resort Management Board

March 2017

Report on youth justice facilities at the 
Grevillea unit of Barwon Prison, Malmsbury and 
Parkville

February 2017

Investigation into the Registry of Births, Deaths 
and Marriages’ handling of a complaint

January 2017
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2016

Investigation into the transparency of local 
government decision making

December 2016

Ombudsman enquiries: Resolving complaints 
informally

October 2016

Investigation into the management of complex 
workers compensation claims and WorkSafe 
oversight

September 2016

Report on recommendations

June 2016

Investigation into Casey City Council’s Special 
Charge Scheme for Market Lane

June 2016

Investigation into the misuse of council 
resources

June 2016

Investigation into public transport fare evasion 
enforcement

May 2016

2015

Reporting and investigation of allegations 
of abuse in the disability sector: Phase 2 – 
incident reporting

December 2015

Investigation of a protected disclosure 
complaint regarding allegations of improper 
conduct by councillors associated with political 
donations

November 2015

Investigation into the rehabilitation and 
reintegration of prisoners in Victoria

September 2015

Conflict of interest by an Executive Officer in 
the Department of Education and Training

September 2015

Reporting and investigation of allegations  
of abuse in the disability sector: Phase 1 –  
the effectiveness of statutory oversight

June 2015

Investigation into allegations of improper 
conduct by officers of VicRoads

June 2015

Investigation into Department of Health 
oversight of Mentone Gardens, a Supported 
Residential Service

April 2015

Councils and complaints – A report on current 
practice and issues

February 2015

Investigation into an incident of alleged 
excessive force used by authorised officers

February 2015

Victorian Ombudsman’s Parliamentary Reports tabled since  
April 2014
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2014

Investigation following concerns raised by 
Community Visitors about a mental health 
facility

October 2014

Investigation into allegations of improper 
conduct in the Office of Living Victoria

August 2014
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