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For Fiscal 2023, OneSoft reported revenues of $10.4 million and a net loss of <$1.4 million>. Those compared 

to our estimates from our last update in November 2023, of $10.5 million and <$1.1 million>.   (All of these 

numbers are reflected in Canadian Dollars).  Virtually all of the difference in the net loss was in stock-based 

compensation, as all of the other cost line items were nearly spot on with our estimates.  In retrospect, when we 

initiated the coverage in September 2022, we provided an F2023 revenue estimate of $10.4 million and a net 

loss of <$2.2 million>, which suggests that they are managing margins and/or expenses better than we 

anticipated in our initial coverage, which is obviously a good thing.  We will revisit that in a moment.  

 

In addition to the above year end results, the Company provided Fiscal 2024 guidance including revenues of 

between $15 million and $16 million, and a net loss of between <$435,000> and <$178,000>.  Those compare 

to our current estimates of $15.4 million and net income of $1.37 million. We will address that momentarily as 

well, but first, we will highlight some key issues that we see regarding OneSoft that we think will continue to 

drive the business and perhaps by extension, the underlying valuation of the shares.  

 

• From the 10,000 foot view, much of the Company’s focus has been and will continue to be the “pigable” 

oil and gas pipelines in the U.S. although they are beginning to establish beachheads outside of the U.S. 

as well.  To refresh, PIGS are instruments that are run through the inside of some pipelines to monitor 

for potential failures in an effort to mitigate those failures before they become acute. The Company 

estimates that there are nearly 650,000 pigable pipeline miles across the U.S. representing about 60% 

of the worldwide market. As a general guide, “United States law requires that operators establish 

inspection intervals not to exceed five years for any pipeline that could affect a ‘high-consequence 

area’ ”.  Using that interval as a guideline would suggest that OneSoft’s annual addressable domestic 

market is 650,000 miles divided by 5 years, or 130,000 miles per year. Putting that into perspective, in 

F2023, OneSoft’s filings indicate that the average price per mile of pigable data they processed for their 

clients was $130. Given that, and from a linear perspective, we assume their annual U.S. based TAM 

for their flagship CIM product is around $17 million.    

 

To be clear this TAM provides some pause with respect to forward projections.  For instance, to reiterate 

the Company’s guidance for the current fiscal year (2024) is for revenues between $15 million-$16 

million. We know they do not have the entire U.S. pigable market under contract, so there are some 

things the guidance may suggest. For instance, the above analysis is likely more linear than reality. In 

other words, the current customer base is probably doing more than 1/5th of their analysis in the current 

year(s). Obviously, that may be a cause for some concern about future periods, where those same 

customers are procesings fewer than 1/5th of the contracted miles. On the other hand, we think their 

modules business is likely making increasing contributions to the sales mix, which brings us to our next 

point.                   

 

• We think the Company is beginning to experience momentum in the sale/upsale of their evolving 

module suite. Aside from adding new customers to the CIM platform, this is a major driver of the 

Company’s potential growth. However, as they noted on their call as well as in the table below from 

the F23 filing, some of these modules, for instance External Corrosion and Risk, address assets that are 

not pigable, therefore expanding their TAM.  In fact, the table below suggests the TAM for Risk and 

External Corrosion are collectively larger than the TAM for the Company’s Core CIM platform.  As 

we understand it, they are currently in some level of discussions with customers regarding the 

application of these modules to non-pigable miles which is something we have not attempted to model 

just yet... but we will with a few applicable data points.  However, along the same lines, we would add 
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that while our estimates for 2024 do include growth in Core CIM revenues versus 2023, they also 

include measurable contributions from module sales perhaps most notably Internal Corrosion.   

•  

 
 

 

• On the year end call, the Company alluded to the notion that they are beginning to develop international 

markets, and on 4/08/24, they provided an announcement that notes they have “established sales 

operations to target potential customers in the European, Middle East and African regions ("EMEA"), 

who collectively operate more than 250,000 miles of oil and gas ("O&G") pipelines”. We have not 

attempted to model international contributions at this time, but we believe those are coming and we 

will update our model as soon as we can glean some visibility around these new opportunities.    

 

• Management often refers to the term “change management” to address some of their sales challenges 

and/or cycles.  That is a more elegant way of describing what we sometimes refer to as “teaching old 

dogs new tricks”. To date, OneSoft has been quite successful aggregating some very large pipeline 

operators including Energy Transfer LP (NYSE: ET), Phillips 66 (NYSE:PSX), Plains All American 

Pipeline, L.P. (Nasdaq: PAA), Enbridge Inc. (NYSE:ENB), Dow Inc. (NYSE:DOW), Valero Energy 

Corporation (NYSE:VLO), and other “supermajor” companies that for one reason or another will not 

let OneSoft note them as customers.  That said, there are other large operators that the Company has 

yet to turn into customers, but they continue to pursue and convert. To that end, we thought management 

provided some insights on the call that helped us better understand some of the challenges of that 

conversion. For instance, they noted that they believe they can demonstrate clear monetary benefits of 

their platform relative to legacy approaches, but the decision to change is not just about relative cost.  

(We will provide some color to that notion in the next bullet point).  

 

Throughout our research on OneSoft, we have tried to demonstrate our view of the marked advantages 

the CIM platform provides over legacy spreadsheet-based approaches. We believe their high-profile 

customer base in the context of their small company stature is a very clear validation of that view.  

Further, as they covered on the call, they believe that many if not all of the remaining large pipeline 

customers they have yet to convert “know who Onesoft is and want what OneSoft has”. The challenge 

is that choosing CIM requires a “long term” commitment that includes reshaping entire integrity 
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programs around CIM as well as the adoption of new documentation, reporting, auditing and various 

other protocols.  In our view, while the Company has not expressly articulated it in this way, we think 

they believe they will ultimately capture a large majority of the pigable pipeline operators and by 

extension pipeline miles, sooner or later.  We submit, that “or later” part provides some challenges for 

their guidance and in turn our modeling.  Put another way, the platform’s advantages, including 

compelling relative ROI, have to be considered in the context of those “switching costs” and associated 

integration risks, and as such generally have to be championed from the top of the organization, which 

again, is never easy for a small company, especially with respect to critical portions of the business, 

like protecting revenue generating assets from catastrophic failures.   To reiterate, we think they will 

get there, and we think they think they will get there, but converting the (remaining) base of large 

operators will continue to be a grind and will likely continue to lack visibility as well.     

 

• The Company spent some time on the call answering a question aimed at trying to frame their pricing 

power. As we alluded to above, the ROI and IRR analysis they present to potential customers to 

demonstrate CIM’s advantages is obviously impacted by OneSoft’s pricing. On the other hand, the 

Company often notes that CIM is quite sticky as demonstrated by little or no customer churn. 

According to our assessments (and we think the assessments of others in the street) “sticky” and “low 

churn” likely lead to better pricing power.  However, revisiting the prior paragraph, price remains an 

important piece of converting additional large operators.  From that perspective, we believe OneSoft 

remains sensitive to price, but we suspect their pricing power will increase as more large operators 

convert to CIM, which should provide the basis for recurring revenue growth as well as expanded gross 

margins in the future.       

 

• Perhaps more conceptual than some of the items we have addressed above, management closed the 

call by noting they are building their data sets and analytics to “change the industry and become that 

leader”. Obviously, their goal is to use CIM and the resulting modules to add customers and drive 

revenues, but they are also focused on aggregating all of the data those customers and their miles of 

pipeline will generate to ultimately (in conjunction with AI capabilities) provide predictive platforms 

that help their customers better identify and dramatically reduce pipeline failures. We believe that data 

and predictive capability will ultimately drive new and perhaps larger revenue opportunities beyond 

CIM. 

 

• Lastly, as we noted, the Company has provided F24 revenue guidance of between $15 million and $16 

million and a net loss of between <$435,000> , and <$178,000>.  Again, our current estimates for F24 

are $15.44 million in revenues and net income of $1.37 million.  We recognize that the Company is 

likely sensitive to overpromising and/or underperforming, but we feel compelled to break down these 

numbers a bit. First, if they do $15.5 million and maintain the gross margin they achieved in the second 

half of F23 (77%), their gross profit will be $11.94 million.  (To be clear, we expect gross margins to 

expand with higher revenues, but we will set that notion aside for this analysis).   If they were to lose 

$178,000, that would imply that their operating expenses plus other non-operating expenses would 

have to be about $12.1 million, or about $2.84 million higher than the comparable F23 expenses of 

$9.27 million. Outside of perhaps the possibility of the Company adding meaningful costs for new 

international operations beyond what we are modeling, our conclusion is that a $15 million revenue 

threshold should be nicely profitable. We will reassess that as well once we see some additional results.   

 

Having provided microcap research for nearly three decades, we think we have seen enough to opine that 

OneSoft management and its respective team has managed to do something that many small companies struggle 

to do and often fail. They have developed a product/service that large industry players (some of which are 
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among the 100 largest companies in the U.S.), are adopting. Moreover, we believe, by the time they are done, 

they will have likely attracted the lion’s share of the large players in the industry. It is really quite extraordinary.  

Further, as we alluded to above, the adoption of their platform requires a significant buy-in and frankly a leap 

of faith from these large companies in that it requires them to “reshape their entire integrity programs” around 

this small Company’s platform (CIM).  Again, in our experience, it is really quite extraordinary.  

 

On the other hand, they face a relatively limited/niche opportunity.  There are only “so many” pigable miles of 

pipe in the U.S., and those miles only get reevaluated every few years so that provides a bit of a ceiling to the 

opportunity. However, as we covered, that reality is not lost on management, and they are well into the process 

of adding pieces to the story that should provide them new openings for growth. These openings include, new 

modules, some of which are applicable to larger non-pigable assets, entrees into international markets, 

improved pricing power as they aggregate additional market share, improving margins due to scale and 

ultimately, we believe, the ability to monetize valuable datasets they are currently amassing (i.e the AI angle 

we have discussed in the past).  

 

While the shares have performed well since our coverage initiation, we remain constructive on OneSoft’s 

prospectives even at higher valuations. To be clear, our intuition regarding the “new openings for growth” is 

pointing us to higher price targets, but we remain a bit guarded around the profit guidance we discussed.  As a 

result, we will hold that card until we see the Q1 results to test our sense that the guidance may be 

“conservative”.  In the meantime, we reiterate our price target of USD$.82, as well as our allocation of 5.                       
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Projected Operating Model  
(Reflected in Canadian Dollars) 
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General Disclaimer:  

 

      Trickle Research LLC produces and publishes independent research, due diligence and analysis for the benefit of it investor 

base. Our publications are for information purposes only. Readers should review all available information on any company 

mentioned in our reports or updates, including, but not limited to, the company’s annual report, quarterly report, press releases, 

as well as other regulatory filings. Trickle Research is not registered as a securities broker-dealer or an investment advisor 

either with the U.S. Securities and Exchange Commission or with any state securities regulatory authority. Readers should 

consult with their own independent tax, business and financial advisors with respect to any reported company. Trickle Research 

and/or its officers, investors and employees, and/or members of their families may have long/short positions in the securities 

mentioned in our research and analysis and may make purchases and/or sales for their own account of those securities.  David 

Lavigne does not hold a position in OneSoft Solutions, Inc.  

 

        Trickle Research co-sponsors two microcap conferences each year. Trickle Research encourages its coverage companies to 

present at those conferences and Trickle charges them a fee to do so. Companies are under no obligation to present at these 

conferences.  OneSoft has paid fees to present at Trickle’s conferences.   

 

               Reproduction of any portion of Trickle Research’s reports, updates or other publications without written permission of 

Trickle Research is prohibited. 

 

      All rights reserved.   

 

    Portions of this publication excerpted from company filings or other sources are noted in italics and referenced throughout the                       

report. 

Rating System Overview: 

 

There are no letters in the rating system (Buy, Sell Hold), only numbers. The numbers range from 1 to 10, with 1 representing 

1 “investment unit” (for my performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units 

or $2,500.  Obviously, a rating of 10 would suggest that I favor the stock (at respective/current levels) more than a stock with 

a rating of 1.  As a guideline, here is a suggestion on how to use the allocation system. 

 

        Our belief at Trickle is that the best way to participate in the micro-cap/small cap space is by employing a diversified strategy.  

In simple terms, that means you are generally best off owning a number of issues rather than just two or three.  To that point, 

our goal is to have at least 20 companies under coverage at any point in time, so let’s use that as a guideline.  Hypothetically, 

if you think you would like to commit $25,000 to buying micro-cap stocks, that would assume an investment of $1000 per 

stock (using the diversification approach we just mentioned, and the 20-stock coverage list we suggested and leaving some 

room to add to positions around allocation upgrades. We generally start initial coverage stocks with an allocation of 4.  Thus, 

at $1000 invested per stock and a typical starting allocation of 4, your “investment unit” would be the same $250 we used in 

the example above.   Thus, if we initiate a stock at a 4, you might consider putting $1000 into the position ($250 * 4).  If we 

later raise the allocation to 6, you might consider adding two additional units or $500 to the position.  If we then reduce the 

allocation from 6 to 4 you might consider selling whatever number of shares you purchased with 2 of the original 4 investment 

units.   Again, this is just a suggestion as to how you might be able to use the allocation system to manage your portfolio.  

         

        For those attached to more traditional rating systems (Buy, Sell, Hold) we would submit the following guidelines. 

 

• A Trickle rating of 1 thru 3 would best correspond to a "Speculative Buy" although we would caution that a rating in that 

range should not assume that the stock is necessarily riskier than a stock with a higher rating.  It may carry a lower rating 

because the stock is trading closer to a price target we are unwilling to raise at that point.  This by the way applies to all of 

our ratings.  

• A Trickle rating of 4 thru 6 might best (although not perfectly) correspond to a standard "Buy" rating.  

• A Trickle rating of 7 thru 10 would best correspond to a “Strong Buy" however, ratings at the higher end of that range 

would indicate something that we deem as quite extraordinary..... an "Extreme Buy" if you will.  You will not see a lot of 

these. 


