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Bayshore Petroleum Corp. (TSXV: BSH) - Enters into multiple agreements  
 
Sector/Industry: Oil and Gas / Technology                                                     www. bayshorepetroleum.com                    
 
Market Data (as of September 16, 2014) 

Current Price C$0.18 
Fair Value N/A 
Rating* N/A 
Risk* 5 (Highly Spec) 
52 Week Range C$0.12 - C$0.23 
Shares O/S 16.48 mm 
Market Cap C$2.97 mm 
Current Yield N/A 
P/E (forward) N/A 
P/B N/A 
YoY Return 5.9% 
YoY TSXV 3.8% 

*see back of report for rating and risk definitions 
 

  

Investment Highlights 
 In May 2014, Bayshore’s potential partner, and owner of the Cold 

Catalytic Cracking technology (“CCC”) technology, CFECC, 
conducted a 72 hour pilot test at their facility in Beijing. The 
results of the pilot test were consistent with previous lab tests, and 
demonstrated the scalability of the technology.  

 The tests showed that a barrel of heavy crude oil can yield 
approximately 0.83 barrels of diesel like light oil. Based on this 
recovery rate, management estimates the CCC process can 
generate a gross profit of $19 per bbl by converting heavy oil to 
light oil.  

 Bayshore has entered into an agreement with a private Canadian 
company to acquire an exclusive license to a desulphurization 
technology. The technology is expected to complement CCC, and 
further upgrade the end-product of the CCC process.   

 In May 2014, Bayshore announced it signed a Letter of Intent 
(“LOI”) with a company in Dubai to build a 1,000 bpd facility in 
Iraq to process the country’s heavy residuum oil. The agreement is 
for a 50:50 partnership. The CAPEX budget for the facility is 
estimated at $10-$12 million. On September 8, 2014, the company 
announced the appointment of an oil and gas professional in the 
Middle East.  

 The company is currently pursuing a non brokered private 
placement of up to $0.74 million by issuing up to 4 million shares 
at $0.185 per share.  

 
 
Key Financial Data (FYE - Dec 31st)
(C$) 2013 2014 (6M)
Cash and Cash Equiv. 6,120                      1,242                 
Working Capital (1,257,263)             (1,437,881)         
Total Assets 151,550                  141,938             
Revenues 91,864                    46,966               
Net Income (537,164)                (206,678)            
EPS (0.03)                      (0.01)                   

 

Bayshore Petroleum Corp. is a Calgary, Alberta based oil and gas / technology company.  The company has access to a catalytic 
upgrading technology, developed and owned by a Chinese state-owned firm. The company also has conventional natural gas plays in 
Alberta and Saskatchewan. 
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In our initiating report in March 2013, we discussed Bayshore’s licensing agreement with 
Chinese state-owned firm Chemical Foreign Economic Corporation Centre (“CFECC”) in 
detail. Based on the agreement between the two entities, CFECC would grant BSH a 30 year 
license to use CFECC’s proprietary Cold Catalytic Cracking technology (“CCC”) in Canada. 
The technology has the potential to upgrade oil sands (bitumen), and heavy oil (less than 20° 
API gravity), directly into diesel quality light oil and dry synthetic gas, with a petroleum 
coke by-product.  
 
In return, Bayshore was required to pay an undisclosed upfront fee.  As Bayshore was 
unable to raise the funds to make this payment, the agreement between the two parties 
expired in May 2013.  However, management believes that due to the strong relationship 
between them and CFECC, BSH can receive a non-exclusive license any time BSH is 
successful in raising sufficient funds to meet the upfront payment.  
 
Bayshore’s management continues to work closely with CCC’s inventor (who is also 
employed by CFECC) to evaluate the viability of the technology in other areas, such as 
bitumen, oil sands and other hydrocarbon bearing materials.  
 
Lab tests conducted by CFECC in the past demonstrated that the technology can convert 10° 
API heavy oil from the Meota, Saskatchewan area, to diesel like oil of 29° API. The tests 
were conducted at atmospheric pressure, at a temperature not higher than 450° C, and did not 
use hydrogen in the process. As the energy requirements for CCC are much lower than 
conventional methods used to process heavy oil/bitumen, management believes the 
costs of CCC are much lower.  
 
In May 2014, CFECC conducted a continuous 72 hour pilot test at their facility in 
Beijing (see image below).  
 

 
Source: Company 
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BSH shipped Saskatchewan heavy oil over to the pilot site (which has a capacity of 2,000+ 
tons per annum) for testing. Management indicated that the results of the pilot test were 
consistent with the lab tests. The results also demonstrated the scalability of the technology. 
Encouraged by the positive results, BSH is now approaching Canadian companies and 
research organizations to setup a similar pilot plant in Canada. 
 
Based on the above tests, management believes they now have a better understanding of the 
economics of the technology. According to them, the capital cost to construct a processing 
facility is approximately $10,000 per daily flowing barrel. This implies that a 1,000 bpd 
facility will cost approximately $10 million. They believe a barrel of heavy crude oil can 
yield approximately 0.83 barrels of diesel. The following table shows management’s 
estimate of gross profit per barrel processed.  
 

Revenues (0.83 bbl of diesel @ $110/bbl) $91.30

Costs
  Catalyst (0.02 bbl of catalyst @ $200/bbl) $4.00
  Heavy Oil (1 bbl @ price of $60/bbl) $60.00
  Plant Operating Costs $8.00
Total Costs $72.00

Gross Profit $19.30  
Source: Management 

 
As shown in the above table, a 0.83 bbl recovery will translate into a gross profit of $19 
per bbl.  
 
In September 2013, BSH entered into a management contract with TianAn (Canada) Energy 
Technology Investment Co. Ltd (a BC based private company), to construct and build a 350 
bpd pilot heavy oil upgrader in the Meota area, using CCC technology. According to the 
agreement, TianAn was supposed to provide the funding to construct the plant in return for 
an undisclosed equity in the facility. However, this contract expired as TianAn did not 
follow through with their funding commitment.  
 
In July 2014, BSH entered into an agreement with a private Canadian company, 
International Ultrasonics Technologies Ltd. (“IUT”), to acquire an exclusive Canadian 
license (for 20 years) to desulphurize hydrocarbon using Ultrasonic Oxidation process. The 
process utilizes high power ultrasound (high energy, high frequency sound waves) in a low-
temperature and pressure environment, to reduce sulphur content in crude oil, while 
simultaneously improving the overall quality of the crude. The technology, which was 
previously owned by a public company, Sulphco, has been field tested in the past. Sulphco 
filed for bankruptcy in 2011.  
 
IUT acquired the technology from Sulphco for an undisclosed amount in 2013. BSH 
believes that IUT’s technology will be a good complement to CCC, as it further 
upgrades the end-product of the CCC process.   
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The agreement also grants BSH a 2-year option to acquire exclusive rights to this technology 
in other countries. BSH is required to pay $0.80 million in stages, from July 28, 2014 to 
March 1, 2015. The company has already paid the first two installments totaling $80,000.  
 
In May 2014, Bayshore announced it signed a Letter of Intent (“LOI”) with International 
Enhanced Petroleum Services (“EPC”) of Dubai, to build a 1,000 bpd facility in Iraq to 
process the country’s heavy residuum oil. 
 
The agreement is for a 50:50 partnership. The CAPEX budget for the facility is 
estimated at $10-$12 million. Bayshore will be responsible to fund 50% of the investment, 
and to secure the equipment and technology. 
 
Samples of Iraq’s residumn oil are currently being tested by CFECC at their Beijing 
facilities. Results are expected by mid September. 
 
As per the LOI signed in May, the companies were supposed to enter into a definitive 
agreement by June 30, 2014. The deadline has been extended to the end of September. 
Management attributed the delay to the recent increase in political uncertainties in Iraq. 
 
In April 2014, the company’s CFO, Anna Lentz, resigned from her position. CEO, Peter Ho, 
is currently the interim CFO. Since our initial report, the following individuals were added to 
the team.  
 
Ibrahim Attereh - Vice President, Middle East Region 
With over than 20 years of experience in Oil & Gas industry with major E&P and 
international oilfield service companies across Middle East, North Africa, and South East 
Asia, Mr. Ibrahim Attereh is an experienced executive E&P manager. Mr. Attereh has a 
strong understanding of management & leadership focusing on project management, 
economics & planning, supply chain & contracts management, and Line-Management 
responsibilities including HSE, quality, resources management, people management and 
financial objectives. During his career he managed to deploy and successfully start up major 
drilling and production project across the Middle East region. 
 
James Matthew Duford - Technical Advisor  
Mr. JM Duford has a MSc of Geology from the University of Calgary and a Bachelors 
Degree from Williams in Massachusetts. The 38 years of experience, includes senior 
management positions in privately and publicly owned start up Oil and Gas companies, 
some of which he was a founder. He has had an excellent career in the management of 
Petroleum Exploration and Development where he has had the opportunity to work in all 
phases of Petroleum upstream operation and managed large capital budgets significantly 
increasing value for the companies. Mr. Duford's success includes attracting large funds to 
the start up companies, guiding the companies various property acquisitions, and the 
implementation of new technologies in the oil and gas business.. He has also been in charge 
of personnel training and other administrative work. Bayshore is looking forward to working 
closely with Mr. JM Duford and seeking his valuable advice. 
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The company also holds working interests in two natural gas producing areas in central 
Alberta: Bigstone and Kaybob. Net production to the company from these properties was 
5 boepd in the three months ended June 30, 2014, compared to 7 boepd in the 
comparable period in the previous year. According to a recent NI 51-101 reserve report, 
as of December 31, 2013, these properties are estimated to have a before-tax Net Present 
Value (at a 10% discount rate) of $135,000. 
 
In the first six months of 2014 (period ended June 30, 2014), the company reported 
$47k in revenue versus $31k in the same period last year. The average production in the 
first six months of 2014 was 7 boepd (71% gas) versus 7 boepd (86% gas) in the comparable 
period in the previous year. Operating expenses were $23 / boe versus $17 / boe. The 
company reported a net loss of $0.21 million (EPS: -$0.01) in the first six months of 2014, 
versus $0.32 million (EPS: -$0.02) in the comparable period in the previous year.   
 
At the end of Q2-2014 (June 30, 2014), the company had cash and working capital of 
$1.2k and negative $01.44 million, respectively. BSH had approximately $1 million in 
accounts payable, and $0.46 million in loans payable. The loans payable include: $0.26 
million @ 15% p.a. from a director, $137k @ 5.25% from a director, and $65k from an 
arms-length individual. The following table summarizes the company’s liquidity position at 
the end of Q2-2014. . 
 

2013 2014 (6M)
Cash and Cash Equiv. 6,120 1,242                 
Working Capital (1,257,263)             (1,437,881)         
Current Ratio 0.01 0.01
LT Debt -                         -                     

Cash From Operating Activities (186,047)                (100,050)            
Cash From Investing Activities (135,141)                22,395               
Cash From Financing Activities 254,299                  72,777                

 
On August 25, 2014, the company announced that it intends to complete a non 
brokered private placement of up to $0.74 million by issuing up to 4 million shares at 
$0.185 per share.  
 
We estimate the company currently has 1.50 million options outstanding (weighted average 
exercise price of $0.23) and 8.57 million warrants outstanding (weighted average exercise 
price of $0.20). All the options and warrants, we estimate, are currently out of the 
money  
 
The company has made progress since our initiating report with regard to marketing the 
technology to various potential partners, and entering into contracts that may turn out to be 
successful. We are not in a position to assign a valuation/rating on the company’s upside 
potential as details regarding BSH’s share of profits from using the technology are yet to be 
disclosed.  
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Risks 

Management’s ability to raise capital, and market and commercialize the technology will 
decide the company’s future.  If the company is unable to raise capital, and/or restructure its 
loans, it is at risk of facing financial difficulty. 
 
The company’s primary risks, we believe, are the following: 
 

 Volatility of Commodity Prices – Revenue and profitability of the company depend 
heavily on future oil and natural gas prices. 

 Much of the company’s business plan is centered on an experimental technology; 
commercial scale success and returns are not proven. 

 The details of the licensing agreement, including the licensing fee and net profit 
interest to BSH have not been disclosed; thus, we cannot comment on the 
attractiveness of the agreement at this time.  

 The technology has not undergone a peer-reviewed publication and scrutiny process 
that is typical of new scientific discoveries. 

 We have been unable to verify the laboratory data provided by BSH management. 
 The catalyst has yet to be commercialized despite being initially developed 9 years 

ago.  
 Exploration, Development and Production Risk –The ability to grow depends heavily 

on the ability to acquire and develop suitable producing properties. 
 Access to capital and share dilution. 

 
We rate the company’s shares a RISK of 5 (Highly Speculative).  
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Fundamental Research Corp.  Equity Rating Scale: 
Buy – Annual expected rate of return exceeds 12% or the expected return is commensurate with risk 
Hold – Annual expected rate of return is between 5% and 12% 
Sell – Annual expected rate of return is below 5% or the expected return is not commensurate with risk 
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events. 
 
Fundamental Research Corp.  Risk Rating Scale: 
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated industry.  
The future outlook is stable or positive for the industry.  The company generates positive free cash flow and has a history of profitability.  The capital structure is 
conservative with little or no debt. 
 
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive.  The industry and company are relatively less sensitive 
to systematic risk than companies with a Risk Rating of 3.  The company has a history of profitability and has demonstrated its ability to generate positive free cash 
flows (though current free cash flow may be negative due to capital investment).  The company’s capital structure is conservative with little to modest use of debt. 
  
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk.  The industry may be cyclical.  Profits and cash flow are sensitive 
to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow.  Debt use is in line with industry averages, and 
coverage ratios are sufficient. 
 
4 (Speculative) - The company has little or no history of generating earnings or cash flow.  Debt use is higher.  These companies may be in start-up mode or in a 
turnaround situation.  These companies should be considered speculative. 
 
5 (Highly Speculative) - The company has no history of generating earnings or cash flow.  They may operate in a new industry with new, and unproven products.  
Products may be at the development stage, testing, or seeking regulatory approval.  These companies may run into liquidity issues, and may rely on external funding.  
These stocks are considered highly speculative. 
 
Disclaimers and Disclosure 
The opinions expressed in this report are the true opinions of the analyst about this company and industry.   Any “forward looking statements” are our best estimates and 
opinions  based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.   
There is no guarantee that our forecasts will materialize.   Actual results will likely vary.   The analyst and Fundamental Research Corp.  “FRC” does not own any shares 
of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business with the subject 
company.    Fees were paid by BSH to FRC.   The purpose of the fee is to subsidize the high costs of research and monitoring.   FRC takes steps to ensure independence 
including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional Conduct.   Additionally, analysts 
may not trade in any security under coverage.   Our full editorial control of all research, timing of release of the reports, and release of liability for negative reports are 
protected contractually.  To further ensure independence, BSH has agreed to a minimum coverage term including an initial report and three updates.   Coverage cannot 
be unilaterally terminated.   Distribution procedure:  our reports are distributed first to our web-based subscribers on the date shown on this report then made available to 
delayed access users through various other channels for a limited time.  The performance of FRC’s research is ranked by Investars.  Full rankings and are available at 
www.investars.com.   
 
The distribution of FRC’s ratings are as follows:  BUY (69%), HOLD (8%), SELL (5%), SUSPEND (18%). 
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscribe.php for subscription options. 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and 
uncertainties that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but are 
not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services; 
competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in 
the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators.  By making 
these forward looking statements, Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update these statements for revisions or 
changes after the date of this report.   A report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent 
updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.    
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS 
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT 
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS 
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S 
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR 
UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN 
YOUR PORTFOLIO.    This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security.  It is not intended as being a 
complete description of the company, industry, securities or developments referred to in the material.  Any forecasts contained in this report were independently prepared 
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.  Additional information is available 
upon request.   THIS REPORT IS COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper credit, 
including citing Fundamental Research Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity 
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction. 
 


