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[bookmark: _GoBack]Accounting transactions are activities or event of business that have a monetary impact on business. Every transaction is important as they help achieve accurate records and reports. Written records that convey the condition of the business and activities are referred to as financial statements. Accounting transactions include sales, purchase, and payments for any expenditure, borrowing of funds, accounting for depreciation, payment of dividends and even investing in new areas. Every transaction has an impact on financial statements, some transactions affect one financial statement while others affect multiple statements. Financial statements often reflect a period of time under review and they are mostly historical in nature. In light of this, it is prudent to ensure prompt and accurate recording of every transaction to enhance accuracy. Financial statements are used by several parties to make decisions. The management, investors, government and even stakeholders rely on the financial statements to make decisions and thus they should be prepared in a manner that they provide the true position and condition of the business.
	Financial statements can be broadly categorized into four. These are; the balance sheet also referred to the statement of financial position, the income statement, the cash flow statement and the statement of retained earnings. These represent the primary statements and most of them are required by statutory regulations. Each of the statements has different elements which are calculated and shown to come up with the final figure in all.
	The balance sheet depicts the position of the firm at a given particular date. It is mostly prepared each year, a year having 12 months from the time of reporting. The elements of these statements are divided into three; assets, equity, and liabilities. Assets represent the resources of the firm, inclusive of buildings, machinery, patents, and even goodwill. Liabilities are the obligations and debts that a firm has while equity represents the owners share of the firm. It is important to note that the final figure in the balance sheet should balance, that is assets and equity should be equal to liabilities. Some of the transactions that affect the balance sheet include, long-term loans, and purchases of new equipment or sales of equipment.
	The income statement shows how a firm receives income from its operations within a given period of time. It records all the expenditures and revenues that a firm realizes within the given time of reporting. The elements of income statements include revenue and net income or loss of the firm.
	Another important financial statement is the statement of retained earnings. Its’ purpose is to show how much money has been retained to the business majorly after payment of dividends. The elements of these statements are; beginning balance of retained earnings, the net profit, dividends and it ends by showing the ending basis of retained earnings. These statement shows how much the firm has retained after a given period of time.
Finally, the cash flow statement analyzes the liquidity of the firm. As blood to a living being so is cash to a business and hence the need to have a statement which shows the health of the business. This statements analyze the flow of cash from three activities of the business to be precise; operating, financing and investing activities. The elements of this statements include, cash flow from operating, financing and investing activities.
Financial analysis involves focusing on the business income statement, balance sheet and cash flow statements to determine the health of the business. It aids the management on making informed decisions and it indicates the strengths and the weaknesses of the firm. When the management asses these statements they can make appropriate decisions to enhance the firm’s performance. It is also noteworthy that financial analysis does not only aid management but also other parties such as investors, shareholder and even creditors. Components of financial analysis can be described as follows: 
Revenue is the main component of the financial analysis. It can be analyzed from different perspectives such as revenue per segment and revenue growth. This can provide information to the user of the financial statement. Another component of analysis is the profits. Statements such as profit and loss and income statements can be analyzed to find whether the firm is profitable or not and which areas are not profitable. Capital efficiency is yet another area of analysis. Its parameters include return on equity and debt equity. This technique can be used to ascertain the position of the capital in the firm. Liquidity is another component of the financial analysis. This shows the ability of the firm to meet short-term obligations. Liquidity is assessed through tools like current ration and quick ratios. These tell us how liquid the firms assets are.
	The financial statements should be accurate and be able to present a true state of the firm. This is because many people rely on these statements to make decisions. Further analysis of these statements provides detailed information on the particular areas of the business and provide specific information that can be acted upon.
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