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For Q1F24, OneSoft reported revenues of $2.9 million and a net loss of <$729,000>. Those compared to our 

estimates of $3.14 million and <$87,000>.   (All of these numbers are reflected in Canadian Dollars). Much of 

the earnings miss stemmed from lower gross profit (as a result of lower than anticipated revenues) as well as 

some G&A expenses we did not anticipate related to “professional fees in its investigation of potential merger 

and acquisition opportunities”.  On one hand, it is unclear to us if these will be ongoing, occasionally ongoing 

or more likely extraordinary, but on the other hand, it tells us that they are apparently actively pursuing 

acquisitions. That by the way is not necessarily surprising, but it does bring the issue a bit more to the forefront.  

Obviously, we have not attempted to model any acquisition activity, but conceptually, given the Company’s 

high quality (and growing) customer base, it is not hard to imagine the potential for them to make (additional) 

acquisitions that they could leverage across that customer base. To translate, we submit, the extra G&A, while 

perhaps unanticipated, may prove to be money well spent. We would add, despite the quarter coming in a bit 

below expectations (both ours and we think theirs), the Company reiterated their revenue guidance “between 

$15 million and $16 million, and a net loss of between <$435,000> and <$178,000>”.  That brings us to another 

observation.  

 

While the Company provides us with metrics around the number of pigable miles they have contracted, the 

timing around when those customers actually consume those contracted miles (and the Company recognizes 

the associated revenue) is subject to some variability. That may explain why in the face of an (albeit small) 

revenue miss, the Company is comfortable reiterating the full year guidance.  We suspect that reality may 

impact results (higher or lower) from one quarter to the next, but generally, the provided metrics provide 

reasonable visibility over the course of a handful of quarters.  

 

Aside from the above, there were a few issues raised on the call that we thought provided some insights into 

the future and in our view, were collectively a bit of a mixed bag.  For instance, we asked a question concerning 

international TAM that they answered by referring us to the Fiscal 2023 MD&A but was really not what we 

were looking for.  The information they referred us to is reflected in Table 1. below:                 

 

Table 1. 

 
 

Specifically, there was some discussion on the call regarding who actually owns the data the company collects, 

and the short answer to that is that their customers own the data, (however, we think the Company still has the 
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ability to leverage some of the conclusions of that data, which fits into our prior notions around why we think 

OneSoft  is a good example of an enetrprise that could immediately leverage emerging technologies around 

Artificial Intelligence).  Advancing that notion, the issue was addressed on the call that some potential foreign 

customers are particularly sensitive about who can access or otherwise see their data, and our inference from 

that, and the point of our question regarding the addressable internation TAM, is that those particular potential 

customers/jurisdictions, may never be a CIM customer because of those data issues. We suspect the Company 

has some ideas about the pipeline owners who will likely never be a CIM customer because of the data issues, 

and our question was really how/if the exclusion of those particular entities impacts the “Rest of the World 

TAM” referenced in the table? Here is why that is important…  

 

They estimate in Table 1 above that the US TAM is $64.2 million, based on 642,000 miles of pigable pipe at 

their stated rate of US$100 per mile. However, those pigable miles are ostensibly required to be monitored 

every five years. Doing some simple math, that puts the annual TAM at 1/5th of $64 million or about US$12.8 

million per year, which equates to roughly CAD$17.5 million.  If our math is correct, the current guidance of 

“between CAD$15 million and CAD$16 million”, represents between 85% and 90% of the annual addressable 

TAM.  (We submit, that analysis may discount some additional revenue associated with new engagements).   

That notion raises two concerns for us.  First, the analysis assumes a linear/equal distribution of the TAM, that 

is, 1/5th each year. However, we know they do not have the entire TAM customer base under contract, which 

leads us to believe that the recent results may be a bit front loaded with the miles of the existing customer base. 

To edify, if the existing customers are processing more than 1/5th of their miles early on in the engagement, that 

suggests fewer miles in future periods until the 5-year cycle starts over again. If that is the case, assuming they 

do not capture the remaining addressable customer base, one could expect subsequent quarters to reflect lower 

comparable quarters, which was manifested in the results of Q1F24, which we believe is the first sequential 

down quarter they have had in quite some time. That may be completely anecdotal, but it does raise the concern. 

Circling back to our original point, adding international TAM, which it appears they will likely do, is an 

important element to growing the business beyond the existing US TAM which they may be bumping up 

against. The question is (again) how much international TAM can they realistically hope to add, which we think 

is becoming more topical in terms of where future growth (and associated profitability) might come from?  Just 

to reiterate, we have not modeled any international business at this point.                  

  

Beyond CIM, some (perhaps much) of the answer to the growth question centers on the success of their new 

and planned modules. To be clear, much of our enthusiasm for valuations beyond current levels depends on 

their success on that front. Table 1 above also provides some color around that potential, and as it indicates the 

Company believes, and we tend to agree, that the collective TAM for modules, is multiples of the CIM TAM. 

That said, we are assuming that future filings will provide additional visibility around the progress of modules. 

Again, much of our assessment of higher valuations is centered on projections around their success in upselling 

modules to existing (and future) CIM customers.  In short, we think the upselling of at least some of these 

modules should be less intensive and shorter than the cycles involved in selling CIM. Again, our assessments 

around higher valuation depend largely on the accuracy of that notion.           

 

Lastly, we asked an additional question on the call related to pricing power, which we also thought led to an 

uninspiring answer. We have raised this issue more than once, and we recognize that discussions around pricing 

can be sensitive, especially given the nature of their customer base (a limited number of large companies). We 

suspect their reference customer (Phillips 66) probably gets better pricing than a newer customer, and ostensibly 

every new customer is going to use their own clout to get the lowest price they can, which become problematic 

if they actually know what others are being charged. We get all of that. However, they chose to provide pricing 

metrics in the filings (probably reluctantly), so we do not think it is out of line to keep asking the question. To 

be clear, some of our valuations assessments are also driven by assumptions around better forward pricing.  
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Granted, to this point our projections therein are more in line with anticipated inflation adjustments rather than 

increases around pricing power, but they are higher than the US$100 metrics they reference and that brings us 

to our greater question around the question.  

 

Our assumption with respect to OneSoft’s technology is that it represents marked improvements and advantages 

over legacy approaches on various fronts. Frankly, if this were not the case, we cannot see how a small 

technology Company could possibly have aggregated the Fortune 500 customer base it has, especially around 

the trust that is required around access to data sets that are critical to the maintenance of some of those 

customers’ most valuable assets. Put another way, the Company often suggests that pricing seems to be quite 

topical to the sales process.  Again, we would expect any company to lobby for better pricing regardless of what 

they are buying, but conceptually, limited pricing power is not something we would typically equate to goods/ 

services with high relative value propositions. That just seems counterintuitive to us.                                        

 

To summarize, while the quarter was mildly disappointing, we think our thesis for higher valuations remains 

largely intact. Granted, as we noted, we have some concerns around the timing of revenue recognition, as well 

as the ramp of new initiatives (most notably module rollouts and the addition of international customers), but 

assuming that the lower sequential Q1F24 comp is not the start of a new trend, and by extension, the guidance 

continues to prove reliable, we remain constructive on our assessment for higher valuations. As a result, for 

now, 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. 


