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Observably, due to the existing dynamic relationship between the cost of goods sold and the inventory purchased, any error made in inventory purchases registers a direct and significant impact on the business's financial statements (Avenir, 2019). Also, the amounts of inventory purchased by a company are recorded as assets in financial statements, meaning that making massive inventory purchases would mean that the business is a significant asset, hence higher taxation. Rather than just showing the adjustments and changes in inventories, at times, the income statement may indicate the total value of goods available minus the total value of the goods sold. 
[bookmark: _GoBack]Because small business enterprises generally limited cash flow, inventory levels, therefore, directly impact the company’s cash flows; for this reason, it seems typically a bad idea to tie up huge amounts of funds on inventories because this would result in severe effects on expenditures. Also, considering the other disadvantages of massive inventories, overstocking inventories can generally result in higher expenses for storage, security, and transportation (Gaur & Kesavan, 2015). In a sense, more inventory in a business would automatically mean the need for more labor and space hence increased costs of managing the purchases. In my opinion, I would therefore categorize this decision as not wise considering the cumulative effects of the huge inventory on the small business. 
Lastly, it is essential to note that as a small business enterprise, having a huge inventory, as in the presented case, indicates that the business has acquired more than it can sell. Primarily, this would result in negative effects on the business available cash balances. These negative effects are registered as negative amounts on the statements; for this reason, I would have urged my client to consider reducing his inventories since this generally positively affects the business cash balances (Koumanakos, 2008). 
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