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B.COM. PART 1 

CORE CONCEPT OF FINANCIAL ACCOUNTING 

Definition: 
 
1. The American Association of Accountants (AAA) defines HRA as follows: ‘HRA is a process of identifying and 
measuring data about human resources and communicating this information to interested parties’. 
Need for HRA: 
The need for human asset valuation arose as a result of growing concern for human relations management in the 
industry. 

Objectives of HRA: 

1. Providing cost value information about acquiring, developing, allocating and maintaining human resources. 
2. Enabling management to monitor the use of human resources. 
3. Finding depreciation or appreciation among human resources. 
4. Assisting in developing effective management practices. 
5. Increasing managerial awareness of the value of human resources. 
6. For better human resource planning. 
7. For better decisions about people, based on improved information system. 
8. Assisting in effective utilization of manpower. 
Benefits of HRA: 
1. The system of HRA discloses the value of human resources, which helps in proper interpretation of return on capital 
employed. 
2. Managerial decision-making can be improved with the help of HRA. 
3. The implementation of human resource accounting clearly identifies human resources as valuable assets, which 
helps in preventing misuse of human resources by the superiors as well as the management. 
4. It helps in efficient utilization of human resources and understanding the evil effects of labour unrest on the quality 
of human resources. 
5. This system can increase productivity because the human talent, devotion, and skills are considered valuable assets, 
which can boost the morale of the employees. 
6. It can assist the management for implementing best methods of wages and salary administration. 
Limitations of HRA: 
1. The valuation methods have certain disadvantages as well as advantages; therefore, there is always a bone of 
contention among the firms that which method is an ideal one. 
2. There are no standardized procedures developed so far. So, firms are providing only as additional information. 
3. Under conventional accounting, certain standards are accepted commonly, which is not possible under this method. 
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4. All the methods of accounting for human assets are based on certain assumptions, which can go wrong at any time. 
For example, it is assumed that all workers continue to work with the same organization till retirement, which is far 
from possible. 
5. It is believed that human resources do not suffer depreciation, and in fact they always appreciate, which can also 
prove otherwise in certain firms. 
6. The lifespan of human resources cannot be estimated. So, the valuation seems to be unrealistic. 

Forensic Accounting 

A Forensic Accountant is often retained to analyze, interpret, summarize and present complex financial and business 
related issues in a manner which is both understandable and properly supported. 

Forensic Accountants can be engaged in public practice or employed by insurance companies, banks, police forces, 
government agencies and other organizations. 

A Forensic Accountant is often involved in the following: 

 Investigating and analyzing financial evidence; 

 Developing computerized applications to assist in the analysis and presentation of financial evidence; 

 Communicating their findings in the form of reports, exhibits and collections of documents; and 

 Assisting in legal proceedings, including testifying in court as an expert witness and preparing visual aids to 
support trial evidence. 

In order to properly perform these services a Forensic Accountant must be familiar with legal concepts and 
procedures.  In addition, a Forensic Accountant must be able to identify substance over form when dealing with an 
issue. 

Forensic accounting utilizes accounting, auditing and investigative skills to conduct an examination into a 
company's financial statements. Thus, forensic accounting provides an accounting analysis suitable for court. Forensic 
accountants are trained to look beyond the numbers and deal with the business reality of a situation. They are 
frequently used in fraud cases. 
A forensic accountant may be asked to quantify the economic damages arising from a vehicle accident or a case of 
medical malpractice. The accountant must be knowledgeable about the legislative process relating to these cases. 
Forensic accounting encompasses the review of insurance policies to determine coverage issues and methods of 
calculating potential losses. Forensic accounting may be utilized for either the insured or insurer’s case. 
 
 


