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REF: Warehouse Line Collateral Audit  
 
 
OVERVIEW: 
 
Borrower:  
 
Business Operations: primary business is the manufacturing of wooden pallets. The company 
produces approximately ten thousand (10,000) finished pallets per day. These pallets are shipped to end 
users in and around the Houston metropolitan area. As a condition of their operations, the company 
regularly receives a large amount of raw lumber and bulk fasteners for internal use. Raw material supply 
levels fluctuate slightly as new pallets are produced and replacement material is delivered.  
 
Audit: The purpose of this audit was to determine if the Borrower’s assets and liabilities are accurately 
reflected on their financial statements. Specific focus was placed on raw materials housed for 
manufacturing, finished goods stocked for sale, accounts receivable for sold products, and current 
accounts payable.  
 
Review Material Provided: The following information was provided for review: 

1) Raw Material Inventory Listing (Dated: 10/31/2024) 
2) Finished Goods Inventory Listing (Dated: 10/31/2024) 
3) AR Aging Report (Dated: 11/14/2024) 
4) AP Aging Report (Dated: 11/14/2024) 

 
 
SUMMARY OF FINDINGS:  
 
After examining Borrower’s physical inventory and auditing the Review Material Provided, it is our 
opinion that Borrower’s financial statements generally reflect their current assets and liabilities. Please 
refer to the Detailed Audit Findings below to review examination findings by asset and liability type. 
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DETAILED AUDIT FINDINGS: 

1. Inventory: Due to the nature of Borrower’s business, raw material stocked for manufacturing
fluctuates hourly. We found both a shortage and surplus for various material types, and a significant 
portion of raw material was actively being processed or staged for assembly. After adjusting our 
findings to reflect material being assembled and/or in transit, we estimate the value of inventory 
present to be approximately 7% less than the value stated on Borrower’s financials ($2,819,726.17 vs. 
$3,101,400.86). Due to the timing of our site visit and the nature of Borrower’s operations, it is our 
opinion that the variance in booked and actual value is reasonable and that the total inventory stocked 
is generally in line with the balances reflected on Borrower’s financial statements. 

- For detailed findings, please see Exhibit A: Inventory and Finished Goods Audit Report.

2. Accounts Receivable: Borrower’s records reflect a total receivable balance of $1,956,280.28 as of
11/14/2024. Approximately 95% of this balance is owed by eight (8) customers, each of whom owe 

 a balance of at least $50,000.00. These eight (8) customers were contacted to verify balances 
due to Borrower. Five (5) customers confirmed that their records matched exactly those of the 
Borrower. Two (2) customers showed slight deviations from Borrower’s balances due to accounting 
practices or booking time. One (1) customer did not respond. 

- For detailed findings, please see Exhibit B: Accounts Receivable Audit Report.

In addition, twenty-five (25) invoices issued by Borrower over the last twelve (12) months were 
randomly selected for payment verification. Borrower has provided sufficient proof of 
payment/deposit for all invoices with the exception of one (1) that was outstanding at the time of 
evaluation.  

- For detailed findings, please see Exhibit C: Historical Invoice Audit.

3. Accounts Payable: Borrower’s records reflect a total payables balance of $336,246.26 as of
11/14/2024. Approximately 99% of this balance is owed to twelve (12) vendors each of whom 
Borrower owes a balance of at least $1,000.00. Payment confirmation for the total current payables 
balance was provided for five (5) of these vendors. The remaining seven (7) vendors were contacted 
to verify the total amount owed by Borrower and all seven (7) confirmed that their records matched 
those of the Borrower. 

- For detailed findings, please see Exhibit D: Accounts Payable Audit Report.

4. Active Encumbrances: Texas Secretary of State records reflect two (2) active UCC filings by 
 Collateral listed on these filings includes specific manufacturing equipment and 
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“All Assets” belonging to Borrower. With the exception of the UCC filings, the Texas Secretary of State 
records reflected no other active liens at the time of this audit. 

 
Harris Country Clerk’s Office records reflected no active judgments or open civil suites against 
Borrower at the time of this audit. 

 
- For detailed findings, please see Exhibit E: UCC Lien Civil Filing History. 

 
 
DISCLAIMER: 
 
This audit report has been prepared for the exclusive use of Vantage Bank (“Client”). Representations 
made in this report reflect the opinion of OAK Bank Services, LLC (“We”, “Us”, “Our”). These 
representations are based on Our field observations and information We received from Borrower and its 
representatives. We do not make any claims with respect to the accuracy of the information provided to 
Us for review in the preparation of this report. All decisions made on the basis of this report, financial or 
otherwise, should be made at Client's sole discretion.  
 
Thank you for your business,   
 
 
 
King Cone 
CEO | OAK Bank Services 
p: (832) 454-2155 
e: tkc@oakbankservices.com 
w: oakbankservices.com 
a: 17302 House & Hahl Rd #322, Cypress, TX 77433 
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