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Machine-to-Machine Fraud and the Quiet Collapse of Decision Authority
Implications for executive oversight under compressed timelines

Prepared for board-level and senior risk oversight audiences

1. What Changed

Machine-to-machine fraud is emerging as a material governance risk not because
automation exists, but because automated systems are now transacting with other
automated systems inside normal operational and financial workflows.

These interactions rarely present as discrete incidents. They appear routine until losses
accumulate, audits surface anomalies, or regulators begin asking when leadership
became aware and who was authorized to intervene.

What has changed is not the presence of fraud, but the absence of a clear moment when

human judgment is expected to assert control. Decisions are being made continuously,
at speed, without a visible decision point.

2. Why This Creates a Governance Tension

Most governance and oversight models assume three conditions that no longer reliably
hold:

¢ Ahuman trigger that signals escalation

e Sufficient time to verify facts before action is required

e Clear attribution of intent, approval, and accountability
Machine-to-machine interactions erode all three.
When automated systems interact at scale, authority does not fail loudly. It diffuses

quietly. Escalation thresholds are bypassed rather than breached. Verification trails exist,
but only after outcomes have already occurred.
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The result is not operational breakdown first.
Itis governance ambiguity.

Leadership teams may have robust controls, mature risk programs, and documented
response plans, yet still face scrutiny they are structurally unprepared to answer:

Who was authorized to allow this activity to continue once risk became visible?

In these scenarios, organizations are often explaining outcomes after the fact rather than
directing decisions in real time. Oversight becomes retrospective, not authoritative.

3. Oversight Implications for Leadership

Boards and senior executives should consider:

¢ Where does decision authority reside when automated systems interact in
unexpected ways?

¢ What actions are explicitly permitted before human verification is complete?

¢ Atwhat point does non-intervention become a decision with accountability?

¢ How is authority documented when no individual “approved” the outcome?

¢ Whoisresponsible for stopping automated activity when escalation signals are
ambiguous?

These questions rarely surface in planning exercises. They surface under scrutiny.

4. Closing Observation

Machine-to-machine fraud does not expose a lack of controls.
It exposes whether governance has been engineered to operate when decisions occur
before humans realize one is required.
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