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Report
Introduction
Bankruptcy is a legal situation whereby firms are unable to honor their financial obligations for instance they are unable to pay their outstanding debts. Bankruptcy is usually bad for any firm because once they owe their creditors then they end up losing credibility and can lose clients (Jackson, 2001). Therefore the probability of a financial failure in a firm is crucial information to partners and should be communicated to different shareholders in the company or firm.
Bankruptcy
Bankruptcy can either be voluntary or forced depending on the situation. There are various ways used to predict bankruptcy for instance by using a financial statement ratio whereby it seeks to identify underlying economic differences and financially distressed firms. Another predictor is using qualified auditor opinions whereby they serve as signals for impending bankruptcy. There are two types of bankruptcy; voluntary bankruptcy and forced bankruptcy. Voluntary bankruptcy is when the debtor files a petition to consider their firm as being bankrupt. This is usually done when the firm has a lot of debts and feels that it cannot pay them on time (Warren, 1987). Voluntary bankruptcy is not ethical because firms use this to avoid paying their creditors on time. Forced bankruptcy on the other hand is usually filed by the creditor. Creditors may decide to file for bankruptcy when the firm fails to pay their debts when they are due. Some financial ratios used to predict bankruptcy include liquidity ratios. Liquidity ratios include cash to total assets ratio, current assets to current liabilities ratio, current assets to sales revenue ratio, and current assets to current assets ratio.
A firm should also inform its partners of its financial progress by using interim and segment reporting. An interim report usually covers less than a year and it provides partners with up to date information (Bulow and Shoven, 1978). Segment reporting encompasses reports from different subsidiaries and divisions of the firm to provide a clear picture of the firm’s performance. These reports can include information such as revenue, the operating profit or loss; identify assets and income tax.
Accounting firms can also do foreign exchange transactions.  This usually involves the sale and purchase of foreign currencies and can be informed of spot transactions done within two days, the forward transaction is done within 90 days, and option transactions whereby an investor is not obligated to buy the currency (Bulow and Shoven, 1978).
Nonprofit accounting is used in business transactions done by nonprofit organizations. Nonprofit accountants offer their services to charity organizations and private foundations while governmental accounting involves the management of financial transactions done by the government and they involve accounts on income and expenditure.
Conclusion
A firm should be able to do proper accounting to ensure that it keeps both its partners and shareholders informed about the financial decisions. This ensures accountability and transparency and will attract more investors into the firm. Giving interim and segment reports ensure that partners can know about the assets that exist and work towards increasing them while alleviating the liabilities.
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