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I tant Professor, BJVM Commerce College, V. V. Nagar. 

1. INTRODUCTION 

The subject of financial reporting has gained significance during the 
recent years because of various compclJing factors, such as the 

expansion and growth of the company form of organization; shift in the 
emphasis from the concept of <shareholders' to 'stakeholders' and increase 
in their informational needs; the enactments and amendments in disclosure 
Jaws in various countries; professionalism of management; emergence of 
accounting as a recognized profession; and the pronouncements on 
disclosure made by various professional accounting bodies in India and 
abroad. 
The concept of corporate financial reporting has gained much significance 
due co the expansion and growth of company form of organization, 
mcreased competition and increase in the information needs of the users. 
The corporate financial reporting is a system of communication between 
the management and the user-groups of the financial statements; in order 
to report the results of the business activities of a corporate enterprise and 
also to demonstrate the credibility, accountability and reliability of its 
;4,·orJcing (Saeed, ] 990). Kohler's dictionary for accountants defines it as 
an explanation or exhibit attached co a financial statement, or embodied 
n a report containing a fact, opinion or detail required or helpful in the 
il'trprecacion of the statement or report (Cooper and Ijiri, 1984). As per 
'mlerican Accounting Association the financial reporting is the movement 
: information from the private domain (i.e. inside information) into the 
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[he ""omp.-tnics Act, 2013 lays down the derailed provision regc1rding the 
-n.unr -n.mcc of book of accounts and the preparation and presentation of 
annual .iccouurs. The Ace also prescribes the mechanism for issuance of 
.1~(\.1unting standards by National Financing Reporting Authority (NFRA). 
it specitie the roles and responsibilities of directors and also the matters to 
be reported upon by them in the annual reports of the companies. 
However, despite providing for detailed requirements in respect of 
maintenance of books of account, preparation and presentation of financial 
sratemenrs and audit of annual accounts, the main thrust under the 
Companies Ace is upon the presentation of a 'true and fair view' of the 
state of affairs and operation results of the reporting companies. 

As per Section 2( 40) the Companies Act, 2013, the financial statement of 
the company includes: 
• A balance sheet at the end of the financial year; 
• A profit and loss account, or in the case of a company carrying on any 

activity not for profit, an income and expenditure account for the 
financial year; 

• Cash flow statement for the financial year; 
• A statement of change in equity, if applicable; and 
• Any explanatory note annexed co, or forming pare of, any document 

referred to in sub-clause (i) to sub-clause (iv). 

Funhermore, Section 129(3) of the 2013 ace requires the company to 
prepare a consolidated financial statement of all its subsidiaries and lay it 
before the Annual General Meeting and file with the Registrar copies of 
the same. In addition co it, che companies shall also attach salient feature 
of the financial sea cements of all its subsidiaries. 

4. l~HE 01\IPANIES J\CT 2013 

, ,, l ubli~ht'd .muu.il reports h)' 11 PCI .. The studv i, m.unlv l>.1,<·<l on du. 
,, \Hhl.H · d.u.t\. l'he St'Cond.1ry d.u.i .irc extracted from 111<.' sourc c-, like 
:nmul r ·pnrt~. different books of m.uugcmcnt .rccounring, [ourn.il«, .iud 
, , ',\r1. h p.tpets. previous research f,n<lings and website of 11 PC 'I Io 
'"''~ttg,uc rhc clficicncy of the H RA model adopted by 11 PCI , the ,, udy 
, 1..,lfrlt''d out hy .in.il r14ing the behaviour of all the important vari.iblcs 
hh ... .uing ctlicicncy .md profitability .md .iltcr chat descriptive analysis 1s 

done. 
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lndran ''('"-"- cvchangcs. 

The C ompanics Act and the \J· Bl reqrnrcmem, together pro, de rhe ~ 
tr arnew ork of corpor.ne rcporun~ in India. 

GO<\d corporate reporting has an 1mponant role o pl.n in help n 
re rore the rru« that ha\ been lost. Companies need to cornrnun 
more clearlv. openly and cllccuvelv with investors and other s akch ~ 
about how rhev plan co grow in a sustainable '-' ay. For therr p,n 
<rakeholdcrs are demanding greater tranc,parc.ncy around -;crac~:. bu ,n~ 
models and risks. and the commercial pro«ipcct5 of the enccrpn~ and 
institutions with \\ hich they engJgc. 

The True Blood Report alvo prcc;cn red ...., qualitative characrerrv ic which 
financial staterncnr information <hould posse-.s in order to vari t~· need or 
the users. These are: 
• Relevance and Materiality 
• ubstance rather rhan l·orm 
• Reliability 
• Freedom from Bias 
• Comparability 
• Consistency 
• U ndcrsrandability. 

ICAJ has also stated four qualitative: ch.ir.icrcrisrics in its framework for 
preparation and presentation of financial statements i.e. 
• Undersrandabiliry 
• Relevance 
• Reliability 
• Comparability. 
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H urnan resource accounting is a new concept in accounting. It remained 
ignored until rwo decades ago, when ir got the attention of the account 
ants. The fundamental idea of H RA. is that the people have a quantifiable 
value co an organization, which should somehow be considered in 
managerial decision making process and identifying and measuring data 
about human resources and communicating chis information to the 
interested parties. 

HRA is a process of identifying and measuring data about human resources 
and communicating chis information to interested parries. le is an 
information system which ceJls the management what changes over time 
are occurring to the human resources of the organization. It involves 
measuring the coses incurred by an organization on recruiting, selecting, 
hiring, training and developing human assets. It also involves measuring 
the economic value of people to organizations. 

The primary purpose of HRA is co help management plan and control the 
use of human resources effectively and efficiently. This also helps investors 
obtain information about human assets of che organization. 

If the accounting system incorporates the value of human resources, it 
would avoid the illusion of profits and the adjusted figures would give a 
more realistic picture of managerial effectiveness. The adjusted net income 
would also provide and improved basis for the projection of future 
earnings. 

The concept of HRA was first pioneered by Public sector giant BHEL in 
India during the year 1974-75. Infosys technology was the first software 
company to value HR in India, followed by many other leading software 
companies. Now a day's many other public and private sector enterprises 
are reporting HRA information in their financial statements. They are 
(SAIL), (ONGC), (HPCL), (CCI), (KRL), (MMTC), (NTPC), (EIL), 
(OIL), (HSL), (HZL), (INFOSYS). 

Liken (1967), Johnson & Kaplan (1987) said that absence of human 
resource as an asset in the balance sheet, violates the accrual principles of 
disclosure, underrates the firms net worth and current income and thereby 
not reflect the true and fair view of the enterprise. 

At present the idea of accounting for human resources attracted the 
minds of many scholars and some of the public and private enterprises in 
India had made an attempt to quantify the value of human assets and 
report them in financial position statement (Balance sheet). 

7. 1-IUMAN RESOURCEACCOUNl'INC 
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Total Number of Employees 

The numbers of employees under HPCL are classified among Manage 
ment and Non-Management. 

These Variables are 
• Total Number of Employees 
• Average Age of Employees 
• Human Resource Value 
• Discount Race 
• Employee Cose or Total Manpower Cost 
• Profit before Tax 
• Ratios Disclosed. 

Behavioural Analysis 
This section studies the behaviour of individual variables over the period 
of our study. The present analysis uses the Index number analysis. 

Table 2 shows HRA practices in HPCL during the period from 2008-09 
to 2017-18. HPCL had not reported year of introduction of HRA 
practice. HPCL had adopted Lev & Schwartz Model (1971) for Human 
Resource Valuation. 

Source: Annual Reports of HPCL up to March 2018. 

Company ]-JR.A Introduced Valuation Model Used 

HPCL NR Lev & Schwartz (1971) 

Table 2: HRA Practices in HPCL during the Period from 2008-09 to 2017-18 

The information disclosed is useful to companies to attract capital from 
rhe external investors. In recent years, the studies conducted are concerned 
with disclosure research and is taking a user approach. Very few authors 
carried out disclosure studies taking a company approach. 

To understand the process and issues underlying the disclosure practices 
followed by HPCL and to understand the different variables and their 
frequency of use, the data analysis is undertaken. 

8. DISCLOSURE RELATING TO HUMAN RESOURCE 
ACCOUNTING BY HPCL 
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Table 5 shows human resource value in HPCL during the period from 
2008-09 ro 2017-18. In the last ten years HR Value at HPCL has 
increased by 2.44 times. 

Source: Annual Reports of H J>CL during the period from 2008--09 ro 20 I 7-18. 

Table 5: Human Resource Value in HPCL during 
the period from 2008-09 to 20 I 7-18 (In Crorcs) 

Particulars 20()9 201() 20/J 2012 2013 2014 2015 2016 2017 2018 
f-ff'(J, 13 Jli7 1565'1 J fM93 21~12 25287 2081J6 25688 25242 34881 32030 

Human Resource Value 
The concept of human value; is derived from general economic value 
theory. The human value as a whole is the present worth of its expected 
future services to an enterprise. 

Table 4 shows average age: of employees in HPCL during the period from 
2008-2009 to 2017-18. In the last ten yeart>, number of employees in 
H PCL decreased by 7.95'1'o but during these years the average age of 
employees increased by two, one and four years and decreased by four 
and three years only. 

Source: Ann u.11 Reports of H PCL during the period from 2008-09 ro 20 I 7-1 8. 

.-- 
Particulars 2009 2()/0 2011 2012 2013 2014 2015 2016 2017 20/8 

J f f'CL ,1,1 ,1,1 ,16 ,15 ,1() ,1 f ,1 I 48 ,1;, ltlJ 

Table 'I: Average Age of Employees in JI f>CL during the 
period from 2008-09 ro 2017-18 

Table 3 showv unal number of' employees in JI J'( :1, during the period 
from 2008-09 to 2017-1 H. In the lac,t ten ycarv, number of ernployc-tc, 
decreased from 112iJ6 in 2008-09 LO 10352 in 2017-18 in JJJ>(.I.. 
Overall decrease: in number of employees in I fl'CL ic, 7.95'Yc, in Len years. 

Average age of employees: If PCI. had reported die following average 
age of employees. 

Table 3: Trn.il Numhr: ,,( l'.rnploy,·c·•, i11 I I I'( ,J. 
d111 in14 du· p<'riocl ( rum ),(JOH (J<J '" ),() 1 'l I H 

l'arurulars 100') 20 IO "W II l'W I). 201.1 J.() 11 ~WI 'J so I fJ .10 I 7 JO 18 
111'( ,J I I 2/i(, I I 2'J I I 12/iH I I ?.2(1 I I Off/ I OH'5H I O(>J/i IO'; rn I Oft),), IO Vi) 

'v/urrr An1111:il l{qmn•, ,,f I II'< :1. d11ri11g rlu· prri,,d fn,111 J.008 O'J ro ),()II I H. 

122 Fmr,r.mf'. I rrud. In Iutrntat mnnl ll111111r11 rim/ r:,111111111rrr 
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Table 8 shows total manpower cost in HPCL during the period from 
2008-09 to 2017-18. At HPCL, the total man power cost increase by 
2.51 times in last ten years . 

Source: Annual Reports of HPCL during che period from 2008-09 ro 2017- l 8. 

Particulars 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 
HPCL 1137 1617 2017 1583 2526 2030 2415 2321 2946 2859 

Table 8: Total Manpower Cost in HPCL during the 
Period from 2008-09 to 2017-18 (In Crores) 

Total Manpower Cost 
HPCL reports salaries, wages, ex-gratia etc, contribution to provident and 
other funds, provision for gratuity, and provision for leave encashment 
and staff welfare expenses, as total manpower cost. 

Table 7 shows discount rate in HPCL during the period from 2008-09 
co 2017-18. HPCL uses discount rate for the valuation of human 
resources equal to the cost of capital, considering the economic value of 
human capital. 

Source: Annual Reports of HPCL during the period from 2008-09 to 2017-18. 

Pa rti cu la rs 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 
HPCL 8 8.25 8.25 8.50 8.00 9.36 7.90 7.99 7.26 7.88 

Table 7: Discount Rate in HPCL during the period 
from 2008-09 to 2017-18 (In Percentage) 

Discount Rate 
ln the calculation of present value of future expected earnings, the 
dis~ounc race plays an important and crucial role. HRV has very strong 
inverse relationship with the discount rate. 

Llhle 6 shows human resource value per employee at HPCL during the 
paiod from 2008-09 ~o 2017-18. In th~ last ten years HR Value per 
c'mployee at HPCL has increased by 2.64 times. 

• 
ll 

, '•,-1\Y.' Annu.,l Reports of H PCL during the period rrom 2008-09 to 20 t -:-18. 

/~1rlltt1l,1rs .?009 ~010 201/ 2012 2013 2011 2015 2016 201- 10/H - l.64 2.30 2.42 2.40 J.J5 Ul'J iPL 'l 1.17 l .37 1.91 1.92 

Table 6: 11 R Value per Employee in 11 PCI. <luring 
the Period from 2008-0l) 10 2017-18 (In Crorcs) 



It was observed that HPCL had followed the best corporate disclosure 
practice. HPCL had received several awards for best corporate disclosure 
and best corporate governance during the period of study. It was found 
that the provisions lay down by The Companies Act, 2013 regarding the 
maintenance of books of accounts and the preparation and presentation of 
annual accounts were followed by HPCL in right manner. The 
Companies Act 2013 and the SEBI requirements are truly followed and 
implemented by HPCL which provide the legal framework of corporate 
reporting in India. 

Four qualitative characteristics Understandability, Relevance, Reliability 
and Comparability stated by ICAI were exactly followed and implemented 
by HPCL. Apart from Mandatory Disclosures, HPCL had initiated and 
reported Non-Mandatory disclosures also. In India, the first initiative in 

9. FINDINGS 

Table 10 shows ratios disclosed by HPCL during the period from 2008-09 
to 2017-18. HPCL had disclosed three ratios, PBT to Human Resource, 
Manpower Cost to Human Resource and Human Resource to Total 
Resource. 

Source: Annual Reports of HPCL during the period from 2008-09 tO 2017-18. 

HPCL (In%) 

Employee Cose co Human Resource 8.92 
Human Resource co Total Resource 41.94 
PBT co Human Resource 28.73 

Ratios Disclosed 
Table 10: Ratios Disclosed in HPCL during the Year 2017-18 

Table 9 shows profit before tax at HPCL during the period from 2008- 
09 to 2017-18. At HPCL the PBT increased by 12.92 times, while HR 
value increased by 2.44 times. Increase in PAT had direct affect on 
Return on HRV. 

Source: Annual Reporrs of HPCL during the period from 2008-09 to 2017-18. 

Particulars 2009 2010 2011 2012 2013 2014 2015 2016 2017 20/8 

HPCL 712 2125 2346 1219 1361 2674 4150 5777 9021 9202 

Table 9: Profit before Tax in HPCL during chc Period 
from 2008-09 to 20 J 7-18 (Rs. In Crorcs) 
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Good corporate reporting plays a very important function in improving 
the efficiency of the capital markets and in helping co restore tru t in 
corporations. Therefore it necessitates for the business concerns to follow 
appropriate corporate reporting practices which reflect a true .uid fair 

11. CONCLUSION 

This study suggests that the seriousness in valuation and reporting of 
human resources is needed to be enhanced at enterprises in India. 
Initiation should be taken by professional bodies to formulate specific 
accounting standards and suitable valuation models of human resource 
valuation and reporting. Human Resource Accounting and Reporting 
muse be made mandatory by companies act and chis information must be 
audited. HPCL had used Lev & Schwartz Medel for valuation of human 
resources. Serious efforts must be taken to improve and modify chis 
model for proper valuation of human resource in India. At chis juncture 
it is necessary to formulate International Accounting Standard· for 
Human Resource Accounting and Valuation. 

10. SUGGEST'IONS 

I ,im.'\ non ot' hum.in rcsouu c ,Ktnuntin~ .11H.I v.1l11.111rn1 c.uuc lruru the 
\ Hl I x uu ni uu Bl I El from the lin.inc i.il ye.tr I ')~,1 "i f IP< [ -d1, 1dc·, u, 
'll'I'- ,<.... ~· . 

I j ( tfr into (WO main lJl"()lll)' 111,lll,lgt'mClll ,llld 11011 lll,11\,lg<'lll<.'l\t 
(\ll,l ' ' ' 

~ mplln ec::.. 
l lttt<.' .irc ~c,cr.11 .1ppro.t<.ht·s or model, for v.ilu.uion ol' luuu.m resources. 
\II rhcvc models h.ivc different h.1<.:kgrountl.'i .md dillcrcnr rheorcric.il 

t,)l1t1'.i.Htons. It w.is observed rh.u I IPCL h.td .idoprcd rhc I<..\ & \dw.11n1 
\k~c.kl (19-1) of economic v.iluc. lt was observed rh,u IIP('l h.u] 
,.1rublc discount races. 

Ir is concluded rhar human resource value ror.illy depend- upon the 
variable . ~o, individual variables total number of employees. discount r.ue . 
• ivcracc .1ge of employees, manpower cost, turnover. valued added. profit 
.titer ~.L, .uid return on HRV do equally affect rhe valuation of hum.in 
resources. Ir was observed that HPCL had reported 3 ratios, It w,is 
observed that a1nong 7 variables identified for the study. total number of 
employees' variable and manpower cost is found highly variable in 
HPCL. le is found under the study that there is significant dillcrence in 
HRA reporting practices between HPCL. le is observed from rhc present 
scudy that the overall Human Resource Accounting Practices followed by 
H PCL is fur better. 

\'r1,• Jlr,j><'• '"'" 111 < i,rptH,llr Nrpm1111g 1',,u111tr in /,ul,,,,, / "V'I"!" 
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