CASE STUDY

Monitoring Failure in Automated
Banking Channels

Lessons from the Commonwealth
Bank of Australia Case

This case study examines how weaknesses in transaction monitoring and supervisory
oversight allowed large volumes of deposits processed through automated banking
systems to go unreported, creating critical vulnerabilities within an institution's AML

framework.

Case Domain Channel
Commonwealth Bank of AML / Transaction Automated Deposit
Australia (CBA) Monitoring Machines




SECTION 1

Case Overview

framework.

This case illustrates how weaknesses in transaction monitoring and supervisory
oversight allowed large volumes of deposits processed through automated banking
systems to go unreported, creating vulnerabilities within the institution's AML

The Commonwealth Bank of Australia matter stands as one of the most significant AML
enforcement actions in Australian banking history. At its core, the case exposes a
structural gap that many financial institutions face: the assumption that automated
systems are inherently self-monitoring.

The Core Problem

Automated banking
channels processed
high volumes of cash
deposits without
triggering the
oversight mechanisms
required under AML
reporting obligations.

The Consequence

Substantial volumes of
funds moved through
the banking system
without timely
scrutiny, enabling
financial crime to
persist undetected
over an extended
period.

The Broader
Implication

Vulnerabilities within
the institution's AML
framework were
exposed, drawing
regulatory

enforcement action
and significant
reputational
consequernces.




What Happened

Investigations revealed that the Commonwealth Bank of Australia (CBA) faced
significant AML enforcement action after failing to report a large number of suspicious
transactions linked to its automated deposit machines.

Regulators found that the institution had not Key Facts at a Glance
properly monitored or reported transactions

conducted through these systems, allowing * Institution: Commonwealth

substantial volumes of funds to move through Bank of Australia
the banking system without timely scrutiny.  Channel implicated: Automated
deposit machines

[ The enforcement action centred on * Nature of failure: Non-reporting

CBA's Intelligent Deposit Machines of suspicious transactions

(IDMs) — automated terminals that  Regulatory body: AUSTRAC
allowed customers to deposit cash (Australian Transaction Reports
directly into accounts without teller and Analysis Centre)

interaction, creating a high-volume,

low-visibility channel for financial
flows.




Where Controls Failed

The enforcement findings identified a cluster of interconnected control failures that, taken
together, allowed the institution’s AML obligations to go unmet at scale.

Reporting Failure Monitoring Supervisory Gap
Failure to report more Weakness Insufficient supervisory
than 53,000 transactions Weaknesses in the oversight over high-
in accordance with AML monitoring of automated volume transaction
reporting obligations — a deposit channels meant activity left no effective
volume that underscores that transaction data second line of defence to
the systemic, not isolated, flowing through IDMs catch what automated
nature of the breakdown. was not subject to systems missed.
adequate scrutiny or
escalation protocols.
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The funnel above illustrates how each successive control layer degraded in effectiveness —
transactions were processed at full volume, but the proportion subject to meaningful AML
oversight collapsed at every subsequent stage.




The Signal That Was Ignored

Large cash deposits processed through automated machines that were later linked to
organized criminal networks and drug trafficking operations.

The Nature of the Signal Why It Was Missed

The transactions in question were not e Automated channels were not

subtle anomalies buried in complex configured to flag high-volume cash
financial structures. They were large cash deposit patterns

deposits — a category of activity that sits No effective human review layer was
at the top of most AML risk typologies. applied to machine-processed

The automated nature of the channel transactions

created a false sense of process integrity:
because the machines were functioning as
designed, the underlying risk patterns
went unexamined.

The link to organized criminal
networks and drug trafficking only
became visible through external
investigation

[J Analytical note: In AML risk management, the absence of a flag is not the same
as the absence of risk. When monitoring systems are not calibrated to the risk
profile of the channel, silence from the system is not assurance — it is a gap.




{ KEY ANALYTICAL TAKEAWAY ‘

Key Analytical Takeaway

Cases such as the Commonwealth Bank matter illustrate how weaknesses in
transaction monitoring systems can allow high-risk financial activity to persist when
automated processes are not accompanied by effective oversight.

When financial institutions rely heavily on automated channels, monitoring frameworks
must ensure that large transaction volumes and unusual deposit patterns remain visible
within the broader financial crime risk assessment process.
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Processes
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The diagram above captures the central lesson of this case: automation and oversight are
not substitutes — they are complements. When one operates without the other, the
institution's AML framework develops blind spots that regulators, and ultimately criminal
networks, will find before internal controls do.




SECTION 5 & 6

Why This Case Matters

The case highlights a broader challenge in modern banking: as financial institutions expand automated
services and digital transaction channels, monitoring systems must evolve to ensure that increased
transaction speed and volume do not reduce the institution's ability to detect suspicious activity.

Failures in this area often arise not from a single control breakdown, but from a combination of

technological, operational, and supervisory weaknesses.

Lessons for Financial Institutions

o Automated channels require monitoring
frameworks calibrated to their specific risk
profile — not generic transaction surveillance

» High transaction volume is itself a risk
indicator that demands proportionate
supervisory attention

o AML reporting obligations apply regardless of
whether a transaction is processed by a person
or a machine

e Supervisory oversight must be structured to
remain effective as transaction volumes scale

1 Calibrate monitoring 2
to the channel

Automated deposit systems
carry distinct risk profiles.
Monitoring frameworks

Volume is arisk signal = 3

High transaction volume
through automated
channels is not a sign of
normalcy —itisa

Lessons for Businesses

Financial institutions assess not just what
transactions occur, but whether the monitoring
environment around those transactions is
credible

Businesses operating in high-volume,
automated transaction environments should
understand how their activity appears within
an institution’s risk framework

Compliance is not only a regulatory obligation
— it is a signal of operational integrity that
affects banking relationships and access to
financial services

Oversight must scale
with automation

As institutions expand
digital and automated
services, the supervisory

must reflect the specific condition that demands layer must grow in
characteristics of each heightened, not reduced, sophistication alongside
channel, not apply one- supervisory attention. the technology — not

size-fits-all rules.

remain static while
transaction volumes
multiply.
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failures to extract practical, actionable insight for
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