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Gym Generation
Discussion of the total current liabilities for Gym Generation
Current liabilities refer to the firm's financial responsibilities that are short-term and are due for payment within a period, usually one year. The total liabilities for Gym Generation are $32,750. The number of liabilities can be determined by summing up the following; notes payable (8% due in 5 years), accounts payable, income taxes payable, liability for withholding taxes, wages payable, property taxes payable, and interest payable. It is important for Gym Generation to determine its total current liabilities since it will allow the company to plan for its finances and, in computing the financial ratios used in analyzing, for instance, the profitability of the firm.
Computation of Gym Generation’s working capital
Working capital = Current Asset – Current Liabilities; Current Assets = $180,000 and, Current Liabilities = $32,750
                             = ($180,000 - $32,750) = $147,250
Hence, the working capital for Gym Generation = $147,250
This positive value of the working capital implies that the firm's current assets are more than the current liabilities. Therefore, a company with a positive working capital can pay off its short-term financial responsibilities as and when they fall due within a year. Sufficient working capital for a firm is a financial strength that promotes financial health and successful company's operation and achievement of the overall firm's objectives.
Reasons Why Working Capital Is Important To Financial Management
A firm's working capital is significant for financial management for the following reasons:
Working capital is fundamental for managing day-to-day business operations; constant cash is needed to cover unanticipated expenses, make regular payments, and be employed to manufacture the company's products. 
Working capital helps improve the firm's profitability and maintain a smooth company; with working capital, the firm will pay their suppliers on time and better manage the stock, thus guaranteeing smooth firm's operations (HAWLEY, 2020).
Effect of an increase in liabilities of Gym Generation by $100,000 to the working capital
Working capital = Current Assets – Capital Liabilities; Current Assets = $180,000 and, the Current Liabilities = ($32,750 + $100,000) = $132,750
Working capital therefore = ($180,000 - $132,750) = $47,250
The effect on the working capital for Gym Generation due to an increase in the firm's current liabilities is that the firm's working capital will be decreased because many current assets for the firm will be used in settling the short term liabilities when they fall due. This is evident from the computation of working capital above, where before an increase on the current liabilities, the working capital was $147,250, but after an increase of $100,000 to the current liabilities, the working capital reduced to a value of $47,250. 
How the increase in liabilities affect the company's day –to – day financial management 
An increase in liabilities implies that the firm will have lower working capital. Lower working capital will ensure efficient management of day-to-day business operations. A lot of financial resources will be available for long–term contracts since much of the resources have been invested, which will yield higher returns. Also, a lower capital figure signifies that the company has sufficient finances to cover its short-term costs incurred by the company and pay off its short-term financial obligations as and when they fall due, resulting in better financial management (BOYTE – WHITE, 2020). 
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