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Conclusion:-

As per the analysis inflation accounting is essential for Marhaba Sanitary, When

financial statements are adjusted for general price level change as under current

purchasing power matter in terms of common rupee having the same purchasing power.
In the Historical Cost Accounting capital gets eroded during period to prevent such
erosion from effects of inflation. It leads to overstatement of profit and the distribution of

such profits results in erosion of capital, no attempt is made to the current purchasing

power of their item current purchasing power accounting.

By maintaining a distribution between monetary and non monetary items the
system facilitates the statement of gain or loss in purchasing power and net purchasing
power will be loss in year 2015-16 and 2016-17 respectively. Due to the holding of

monetary items such an analysis facilitates better workKing capital management.
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