Risk Reduction Through Governed Data:
The Financial Restatement Case

Whitepaper Supplement
The Enterprise Data Governance Imperative

Greg Briscoe | Senior Solution Architect | Enterprise Data Management

This supplement provides quantified risk reduction evidence for Chapter 8 (Reduce Risk) of The Enterprise

Data Governance Imperative whitepaper.

1. The Cost of Ungoverned Financial Data

Financial restatements the formal correction of previously published financial statements represent the
most expensive and visible consequence of ungoverned enterprise data. With 430 restatements filed in

2023 alone, the risk is not theoretical. It is systemic, ongoing, and measurable.

The following data, drawn from SEC filings, Audit Analytics, and Cornerstone Research, quantifies the

total cost of restatement events across publicly traded companies:

Cost Category

Stock Price Decline

Net Income Impact
Restatement Duration
Litigation Settlements
CFO Turnover

CEO Turnover

Auditor Changes

Cost of Equity Increase
Going Concern Opinions

D&O Insurance

Industry Contagion

9.2% average drop at announcement

$16 million average negative adjustment

438 days (14+ months) of remediation

$3.5 billion total in 2020; six settlements exceeded $100M
30% in year of restatement (vs. 19% baseline)

22% in year of restatement (vs. 15% baseline)

25% in year of restatement (vs. 11% baseline)

7-19% within one month of event

41% of re-staters (vs. 30% baseline)

89% of settlements funded by D&O insurance premiums increase for
years

Peer firms experience stock declines when a competitor restates



2. Root Cause Analysis “Why Restatements Are Governance Failures”

The majority of restatements do not stem from deliberate fraud. They originate in structural governance

failures errors in how financial data was classified, mapped, maintained, and reported. Debt and equity

classification issues have been the number one cause of restatements since 2004, tagged in 27% of all

cases.

Every restatement traces back to one or more of these root causes:

1.

Ungoverned structural changes — Structural changes to charts of accounts or entity hierarchies

made without documented, governed approval workflows.

Dimensional inconsistencies — Hierarchies maintained separately in ERP, EPM, planning, and
consolidation that don't reconcile, creating dimensional inconsistencies across reporting

systems.

Manual mapping errors — Manual mapping errors in spreadsheet-based cross-references that

propagated through financial consolidation.

Missing audit trails — Missing or incomplete audit trails for master data changes inability to

reconstruct who changed what, when, and why.

No business rule validation — No business rule validation enforcing classification logic,

hierarchical integrity, or structural consistency at data entry.

These are not technology failures. They are governance failures and they are precisely the failures that

Oracle EDM Cloud was designed to eliminate.



3. How EDM Cloud Can Eliminate Restatement Risk

Oracle EDM Cloud addresses each root cause through capabilities that are built into normal governed

operations not bolted on as a separate compliance layer:

EDM Prevention

Ungoverned Request-driven change management with documented approval workflows. Every
structural structural modification to charts of accounts, entity hierarchies, cost center
changes taxonomies, product classifications flows through a governed request with

recorded approvals. No change enters the governed repository without
documented authorization.

Cross-system Governed distribution ensures the same validated dimensional structures flow to

dimensional every consuming application simultaneously. When ERP, EPM, planning,

inconsistencies consolidation, and reporting all consume from a single governed source,
reconciliation discrepancies the kind that trigger restatements are structurally

eliminated.
Manual Cross-reference mappings between legacy and target systems, between internal
mapping and regulatory classifications, between planning and actuals hierarchies are
errors maintained as governed data objects with validation rules, version control, and

change tracking. Spreadsheet-based mapping tables the single largest source of
classification errors are replaced by governed, validated, auditable cross-
references.

Missing audit Complete change audit trail captures every modification to every data element:

trails who requested, who approved, what the before-and-after looked like, what
validation rules were applied, when the change was distributed. This trail satisfies
SOX evidence requirements, auditor inquiries, and regulatory investigations
automatically, as a byproduct of governed operations.

No business Configurable business rules validate every data element at entry against

rule classification logic, hierarchical integrity requirements, and structural consistency

enforcement rules. Errors are caught and rejected before they enter the governed repository not
after they have propagated through financial statements and been published to
markets.



4. Quantifying the Risk Reduction Value

m Without EDM Governance With EDM Governance

Restatement Full market, litigation, and operational Root causes structurally eliminated
Exposure risk
Stock Price Risk  9.2% average decline per event Governed controls prevent

classification errors

Litigation Risk S10M-$100M+ settlement exposure Documented governance reduces
liability

C-Suite Risk 30% CFO / 22% CEO turnover Reliable controls protect leadership
continuity

Cost of Capital 7—-19% equity cost increase Strong governance signals market
confidence

Remediation 438 days of organizational distraction Continuous audit trail provides

Cost immediate traceability

SOX Compliance  Manual controls, periodic Automated evidence as a byproduct of

reconciliation, evidence assembly governed operations

A single avoided restatement conservatively valued at $50—-100 million in combined market, litigation,
remediation, and opportunity costs pays for decades of EDM Cloud operations. The risk reduction value
alone justifies the investment, before considering the operational efficiency, transformation

acceleration, and compliance simplification benefits detailed in the preceding chapters.

5. Implications for the Business Case

The restatement cost data strengthens all three value pillars of the EDM business case. The risk
reduction pillar gains the most direct support quantified exposure to market, litigation, and
organizational costs provides the "what if we don't" counterpoint to the "what if we do" operational
benefits. But the data also reinforces the routine change and transformation acceleration pillars: every
ungoverned structural change is a potential restatement vector, and every transformation initiative
(M&A, GL redesign, cloud migration) creates a window of elevated restatement risk that governed

change management closes.

For CFOs evaluating the EDM investment, the restatement data reframes the conversation from "cost of

governance" to "cost of ungoverned risk." The question is not whether the organization can afford



enterprise data governance it is whether the organization can afford to operate without it, given the

guantified consequences of structural governance failures.

The organizations that have invested in enterprise data governance through Oracle EDM Cloud don't
just report faster and close cleaner they have structurally eliminated an entire category of enterprise
risk. The platform doesn't just manage data. It prevents the conditions that create restatements,

compliance failures, and the cascade of costs that follow.

Enterprise data governance is not a cost center. It is the most cost-effective risk mitigation
investment in the CFO's portfolio. A single avoided restatement can result in a 9.2% stock
decline, a $16 million net income impact, 14 months of remediation, and potential nine-figure
litigation settlements represents a return on governance investment that no other initiative can

match.
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