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The Profit & Loss Statement Hides Actual Losses & Opportunities 
Below is a standard form P&L statement for the hypothetical company Nuvo Widget. They did 20 million in revenues for the year and had a net profit of 6.5 million — or so they believed. In fact they earned more than that — 7.2 million, but $700,000 was stolen away in various forms.  

The notes “handwritten in pen” explain such hidden crime costs which comprise some part of the highlighted items. So, for example, the Maintenance Department may replace a window broken by vandals. But when Bookkeeping gets the invoice for a new window there is nothing identifying it as a cost related to vandalism. So it just goes under “Shop Expense” or “Materials – Misc.” Similarly a receipt for a new truck engine is assumed to be wear and tear, as opposed to intentional misuse or sabotage. A portion of the very cadmium and plastic from which Nuvo’s widgets are made was stolen but internal theft operation was not caught. 

The owner of Nuvo, pleased with the 6.5 million in profits, having studied the P&L statement (without the handwritten notes) and asked if his company suffers any losses from crimes, happily reports that no, they don’t. He is losing around $700,000 of added profit per year in this way. 

As a semi-humorous note we see that Nuvo spends only $450 per year on security — a security camera they bought at Sam’s Club — it records to a dvr which no one looks at. 
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Nuvo Widget Manufacturing Company

Income Statement 

For the Twelve Months Ending December 31, 2011

                                                 Current Month                       Year to Date 

Revenues

 Sales – PA



$
1,000,000.00

$
20,000,000.00

 Sales – Oslo, Norway                                                 2,000.00

                    20,000.00

 Sales - Returns & Allowances                                           0.00


                0.00 
Total Revenues 



            1,002,000.00

            20,020,000.00
Cost of Sales                     some of this was cost
 Purchases – Cadmium    to replace stolen mat.        200,000.00                              2,000,000.00

 Purchases ​​– Steel  

“


500.00

                    10,000.00

 Purchases – Plastic                     “                              300,000.00 
                            3,000,000.00

 Purchases – Other 

“
                   100,000.00

               1,000,000.00
Total Cost of Sales 


                  450,000.00
     
              6,010,000.00

Gross Profit 




      552,000.00

             14,010,000.00 

Expenses 

 Brochures and Catalogues           settlement of                    500.00
                     10,000.00       

 Legal and Municipal Costs    trespasser‘s injury   -----   50,000.00
                     50,000.00

 Landscaping 

                   cleanup debris ---    4,000.00                                 40,000.00
 Shop Supplies 

               stolen supplies            10,000.00

      100,000.00
 Heating & Air                                                                          0.00


    0.00

 Armory                                                                             1,000.00       

          1,000.00
 Materials – Misc.      repair vandalized building        20,000.00                                200,000.00
 Shop Expense                         more stolen supplies        50,000.00
                   500,000.00
 Small Tools & Equipment 
          stolen tools       100,000.00                             2,000,000.00
 Patents, Trademarks
                                                  20,000.00                                100,000.00

 Salaries – Shop     repair vandalism, fix sabotage       80,000.00
                   800,000.00
 Reverse Engineering 
                                                100,000.00                             2,000,000.00

 Auto/Truck Expense stolen parts, intentional abuse   50,000.00
                    500,000.00
 Advertising – Sand Sculptures                                       20,000.00                                 200,000.00

 Legal
 
          phony worker’s comp claim        10,000.00
                                 100,000.00
 Misc. Expense 


                     ???          55,000.00

                    500,000.00
 Office Expense   stolen office equipment & supplies     45,000.00

                    450,000.00
 Security                                                                                 45.00                                        450.00
Total Expenses 


                                   660,545.00
                 7,501,450.00  
Net Income                                                           (108,545.00)                        6,508,550.00
                                                           ==================       =================
                                                                         (58,000.00)            7,209,050.00 
Actual figures if crimes were           Note that Nuvo actually 
prevented  (based on crimes =               made $700,000 more if 
5% of gross revenue which is in                 all crimes were stopped.
accord with F.B.I. & Dep’t Commerce

statistics) 
