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B O T T O M  L I N E  U P  F R O N T

Intel's integrated structure is destroying measurable value at a rate of $2.4 billion per quarter, 
with $23.3 billion in cumulative foundry operating losses across FY2024–FY2025 subsidized 
dollar-for-dollar by a products franchise that would trade at a significant premium as a 
standalone business. A Reverse Morris Trust separation of Intel Foundry from Intel Products 
unlocks an estimated $35–$78 per diluted share in trapped value relative to the current 
blended multiple, with a base-case combined SOTP of $275B versus the integrated company's 
approximately $590B market capitalization that embeds the full conglomerate discount. The 
Apple preliminary manufacturing agreement signed May 8, 2026, the U.S. government's 9.9% 
equity stake at $20.47 per share, and CEO Lip-Bu Tan's standing create a convergence of 
conditions that will not recur — Calafai B.V. recommends Intel's board authorize separation 
planning immediately.

C H A P T E R  1

The $23.3 Billion Warning Intel Can No Longer 
Ignore

Eight consecutive quarters. Every single one of them a loss. The number that defines Intel's strategic crisis is not a quarterly 
miss or a product delay — it is $23.3 billion, the combined foundry operating loss across FY2024 and FY2025, burning at a 
rate that no products franchise, however durable, can absorb indefinitely without structural consequence.

That figure is not a projection or a model output. It is the arithmetic sum of two audited data points: a $13.0 billion 
operating loss in FY2024 [Intel FY2024 10-K, MD&A, Operating Segment Trends, Intel Foundry section, p. 18] and an estimated $10.3 
billion operating loss in FY2025 [aggregated from Intel Q1–Q4 2025 earnings releases, pending FY2025 10-K audit confirmation]. The 
improvement from year one to year two — roughly $2.7 billion — is real, but it is not the story. The story is that the foundry 
business is still consuming $2.4 billion per quarter [Intel Q1 2026 Earnings Release], and the external revenue that would justify 
that consumption reached only $174 million in Q1 2026 [Intel Q1 2026 Earnings Release, Segment Revenue Summary].

Read that again. A manufacturing operation requiring tens of billions in annual capital expenditure generated $174 million in 
external revenue in a single quarter. That is not a rounding error in a turnaround story. It is a structural indictment of the 
integrated model.
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Foundry burns $13.0B in FY2024 and $10.3B in FY2025 while Q1 2026 external revenue stalls at $174M
foundry operating losses vs. external revenue; $B and $M, FY2024–Q1 2026

0 5 10

FY2024 Foundry Loss 13

FY2025 Foundry Loss 10.3

Q1 2026 External Revenue 0.2

USD (billions / millions as noted)

What the Financials Actually Say
Intel is two businesses wearing one balance sheet. The first business — Intel Products, comprising the CCG, DCAI, and NEX 
segments — generated $48.9 billion in revenue and $13.2 billion in operating income in FY2024 at a 27% operating margin 
[Intel FY2024 10-K]. In FY2025, that franchise produced approximately $49.1 billion in revenue and $12.7 billion in operating 
income [Intel FY2025 10-K, filed January 22, 2026]. These are the financial characteristics of a high-quality, durable franchise: 
installed-base moats, roughly 70% global PC market share [Intel FY2024 10-K narrative], and operating margins that would 
command a premium multiple in any standalone comparison.

The second business — Intel Foundry — posted a $13.0 billion operating loss in FY2024 and an estimated $10.3 billion 
operating loss in FY2025. Its external revenue, the only revenue that tests whether the foundry can compete as an 
independent entity, declined 60% from 2023 to 2024 [Intel FY2024 10-K, MD&A, "A Year in Review," p. 13], driven by lower 
traditional packaging services and lower equipment sales. By Q1 2026, external foundry revenue had reached only $174 million 
on a quarterly basis — against a total foundry revenue base of $5.4 billion [Intel Q1 2026 Earnings Release], the overwhelming 
majority of which is intersegment transfer pricing from ProductsCo to itself.

The capital allocation consequence is direct and compounding. Intel Products generated $13.2 billion in operating income 
in FY2024. Intel Foundry consumed $13.0 billion in operating losses in the same year. The products business is, in effect, 
funding the foundry dollar-for-dollar — inside a structure that gives investors no ability to separate the two exposures, no 
ability to assign distinct multiples to distinct risk profiles, and no ability to hold management accountable to segment-specific 
capital discipline.

This is the conglomerate discount made visible. Applied to Intel's blended 12–14x EV/EBITDA multiple, the integrated structure 
suppresses the stock by an estimated $35–$78 per diluted share relative to a sum-of-the-parts valuation [SOTP analysis, Calafai 
B.V. engagement working papers, May 2026]. At Intel's current share count of approximately 5.02 billion diluted shares [Intel Q1 
2026 filing], that range represents $40–50 billion in trapped value that the integrated structure is actively destroying.

Five Years of Failed Transformation
The $23.3 billion in cumulative foundry losses did not arrive without warning. The IDM 2.0 strategy, announced by then-CEO 
Pat Gelsinger in March 2021, committed Intel to building a world-class foundry business capable of serving external 
customers on leading-edge process nodes. Five years later, the scorecard is unambiguous:

• External foundry revenue declined 60% from 2023 to 2024 [Intel FY2024 10-K, MD&A, p. 13]

• Q1 2026 external revenue of $174 million represents a sequential decline from Q4 2025 [Intel Q1 2026 Earnings Release]

• Foundry operating losses totaled $23.3 billion across FY2024 and FY2025 alone [Intel FY2024 10-K; Intel FY2025 10-K]

• Q1 2026 foundry operating loss of $2.4 billion improved only $72 million quarter-over-quarter [Intel Q1 2026 Earnings 
Release; competitive landscape research, May 2026]
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The $72 million sequential improvement is the most telling data point in the recent results. After five years of transformation 
investment, after $7.9 billion in CHIPS Act commercial program funding and $3.0 billion in Secure Enclave program awards 
[Intel FY2024 10-K, MD&A, Manufacturing Capital, p. 9], after the departure of one CEO and the appointment of another, the quarterly 
improvement in foundry losses is $72 million. At that rate of improvement, the foundry reaches breakeven in approximately 
33 quarters — more than eight years from today.

That is not a turnaround trajectory. That is a structural problem masquerading as an execution problem.

The Government Stake: Constraint or Catalyst?
In August 2025, the U.S. Department of Commerce converted a portion of its CHIPS Act grant commitments into equity, 
acquiring a 9.9% common stock stake in Intel at $20.47 per share — a transaction valued at approximately $8.9 billion 
for 433.3 million shares [Intel 8-K, August 2025, Item 1.01; Reuters, August 22, 2025]. The Department simultaneously received a 
5-year warrant for an additional 5%, exercisable if Intel ceases to own at least 51% of the foundry business, with a strike 
price of $20 [Intel 8-K, August 2025, Warrant Terms; competitive landscape research, May 2026].

The conventional reading of this transaction is that it creates a structural barrier to separation — that the warrant's 51% trigger 
effectively locks the foundry inside Intel's corporate structure. That reading is wrong, and it is wrong for a specific reason: 
the warrant is a negotiating position, not a veto.

A cooperative restructuring — in which the government's Intel stake converts proportionally into direct FoundryCo equity 
through a Reverse Morris Trust spinoff — gives the Department of Commerce exactly what it actually wants: direct ownership 
of the sovereign manufacturing entity, not indirect exposure through a conglomerate that also makes PC chips. The 
government's post-exercise stake in a standalone FoundryCo is estimated at approximately 11% [inference: 9.9% equity stake 
plus approximately 1.1% incremental warrant dilution effect; August 2025 8-K, Warrant Terms; Calafai B.V. analysis]. That is a meaningful 
anchor position in a focused sovereign manufacturing platform — a better outcome for national security objectives than a 
9.9% stake in an integrated company where the foundry's capital needs compete with a CPU roadmap.

$10.9 billion in combined CHIPS Act exposure — $7.9 billion commercial and $3.0 billion Secure Enclave — is not at risk 
under a properly structured separation. The clawback trigger under 15 CFR Part 231 requires a "change of control" defined 
as third-party majority acquisition. A Reverse Morris Trust distributes FoundryCo shares to existing Intel shareholders; no 
third party acquires control. The August 2025 equity conversion further restructured the grant conditions in ways that reduce 
clawback exposure [legal analysis, Calafai B.V. engagement working papers; 15 CFR Part 231].

The government stake, properly understood, is not a constraint on the split thesis. It is the mechanism that makes a 
cooperative, tax-efficient separation possible.

The Cost of Inaction Is Specific
The case for urgency is not rhetorical. It is arithmetic.

Intel Foundry is burning $2.4 billion per quarter [Intel Q1 2026 Earnings Release]. Every quarter the integrated structure persists, 
ProductsCo shareholders absorb $2.4 billion in foundry losses against a products franchise that would otherwise trade at a 
premium multiple. At a 25x operating income multiple — the base-case comparable for a standalone fabless CPU designer 
[Calafai B.V. SOTP framework, May 2026] — each quarter of inaction suppresses approximately $9.6 billion in annualized market 
capitalization [derivation: $2.4B × 4 quarters × 25x multiple / 4 = $9.6B annual drag; Calafai B.V. valuation framework]. Divided across 
5.02 billion diluted shares, that is approximately $9.50 per share destroyed annually by the integrated structure [Calafai B.V. 
published memo draft, May 2026].

The cost-of-delay math compounds further when opportunity cost is included:

DELAY PERIOD FOUNDRY LOSS ABSORBED OPPORTUNITY COST TOTAL COST

1 quarter $2.4B ~$5B ~$7.4B

2 quarters $4.8B ~$10B ~$14.8B
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4 quarters $9.6B ~$20B ~$29.6B

8 quarters $19.2B ~$40B ~$59.2B

Source: Calafai B.V. valuation framework, May 2026

These figures are not worst-case projections. They are the base-case cost of maintaining a structure that every quarter of 
financial results confirms is destroying value at a measurable, predictable rate.

Why This Moment Is Different
Intel has been losing money in its foundry business for years. What makes May 2026 different is not the losses — it is the 
convergence of three conditions that have not previously aligned.

First, the Apple signal. On May 8, 2026, Apple signed a preliminary manufacturing agreement with Intel Foundry for 
production on the Intel 18A process node [Wall Street Journal, May 8, 2026; Reuters, May 9, 2026; CNBC, May 9, 2026]. Intel's 
stock surged approximately 14–15% on the news [Reuters, May 9, 2026; Markets Insider data, May 2026]. Apple does not sign 
manufacturing agreements with foundries that cannot deliver. The preliminary agreement is proof that Intel 18A has cleared 
Apple's internal technical bar — and proof that a standalone FoundryCo can win marquee external customers on merit. That 
proof did not exist twelve months ago.

Second, CEO credibility. Lip-Bu Tan, named CEO in March 2025, has stabilized the narrative. His letter in the FY2024 10-K 
emphasizes customer focus, 18A progress, and pragmatic execution [Intel FY2024 10-K]. A CEO who has delivered sequential 
foundry loss improvement, secured the Apple preliminary agreement, and managed the government equity conversion has 
the standing to announce a separation that his predecessor could not. Credibility is a depreciating asset; the window is open 
now.

Third, political continuity. The administration that negotiated the August 2025 equity deal remains in place. The cooperative 
warrant exercise that converts the government's Intel stake into direct FoundryCo equity requires the same counterparty that 
structured the original transaction. Waiting risks a new administration less inclined toward cooperative domestic restructuring.

Intel's market capitalization stood at approximately $590 billion in early May 2026 [Calafai B.V. valuation framework, May 2026], 
implying a per-share value of approximately $117–$118 on 5.02 billion diluted shares. That figure embeds the conglomerate 
discount. It does not reflect what ProductsCo would trade at as a standalone fabless CPU designer, and it does not reflect 
what FoundryCo would be worth as a sovereign-anchored manufacturing platform with the U.S. government as its largest 
shareholder.

The $23.3 billion in foundry losses is not a warning that Intel's foundry strategy has failed. It is a warning that the integrated 
structure has reached the limit of what it can absorb — and that the cost of continuing to absorb it, quarter by quarter, is now 
specific, measurable, and compounding.

The question is not whether to act. The question is whether Intel's board will act before the window closes — and what the 
right structural vehicle for that action looks like.

The valuation case for separation — and the specific sum-of-parts arithmetic that quantifies the $35–$78 per diluted share 
in trapped value — is the subject of Chapter 2.
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C H A P T E R  2

Apple’s Foundry Deal and the Government’s 
9.9% Stake Create the Perfect Window

Two events, separated by nine months, have quietly assembled the conditions for the most consequential corporate 
restructuring in semiconductor history. In August 2025, the U.S. Department of Commerce converted a portion of its CHIPS 
Act grants into 9.9% of Intel's common stock at $20.47 per share, plus a five-year warrant for an additional 5%—transforming 
Washington from a grant-provider into a shareholder with governance rights and downside protection. Then, on May 8, 2026, 
Apple signed a preliminary manufacturing agreement with Intel Foundry, signaling that the world's most demanding chip buyer 
had concluded Intel's 18A process technology was commercially usable. Neither event alone would be sufficient. Together, 
they define a window that is narrow, non-renewable, and—for those who understand the structural mechanics—unmistakably 
open.

These two events are not merely positive news flow. They are the decisive timing triggers that shift the Intel narrative from 
managed decline to historic opportunity, and the window they create will close faster than most observers expect.

The Government Stake: Constraint Reframed as Leverage
The August 2025 transaction is widely misread. The standard interpretation treats the government's equity position as a 
veto—a structural impediment that complicates any foundry separation by inserting Washington into the governance of a 
commercial restructuring. That reading is wrong, and the error is consequential.

The mechanics of the August 2025 8-K are precise. The U.S. Department of Commerce acquired a 9.9% equity stake in Intel 
Corporation through the conversion of CHIPS Act grant funding into common stock, at $20.47 per share, representing 433.3 
million shares and a cash-equivalent transaction value of approximately $8.9 billion. Alongside the equity, the Department 
received a 5% warrant with anti-dilution provisions, exercisable over a five-year term, triggered specifically if Intel ceases 
to own at least 51% of the foundry business [August 2025 8-K, Item 1.01].

Read carefully, the warrant trigger is not a prohibition on separation. It is an invitation to negotiate one. The warrant's exercise 
condition—Intel ceasing to own 51% of the foundry—is precisely the structural outcome a Reverse Morris Trust spinoff would 
produce. The government did not write a clause that blocks separation; it wrote a clause that ensures it participates in one. 
The distinction matters enormously for transaction design.

The conversion itself restructured approximately $5.7 billion of unpaid CHIPS grants and $3.2 billion of Secure 
Enclave support from clawback-prone subsidies into equity-backed exposure [Reuters, 2025; Manufacturing Dive, 2025]. That 
restructuring changes the government's incentive function. A grant-provider wants Intel to meet milestones or return money. 
A shareholder wants Intel's equity to appreciate. A shareholder with a warrant tied to foundry separation wants the foundry 
separated on terms that maximize the value of that warrant. The government's financial interest now points toward a 
well-structured spinoff, not away from it.

If the warrant is exercised post-split, the government's stake in FoundryCo would increase to an estimated ~11% on a 
conservative basis—a modeled outcome, not a publicly disclosed term, dependent on final capitalization and warrant 
mechanics [August 2025 8-K; inference per source methodology]. That ~11% position is large enough to align incentives and 
anchor confidence for DoD, allied governments, and private customers that FoundryCo will remain domestically controlled 
and strategically durable. It is small enough to avoid operational nationalization. The disclosed passive structure of the 2025 
transaction—no board seat, no voting control, no operating rights [CNBC, 2025]—confirms that Washington's intent is to 
anchor, not to manage.

The policy logic for treating warrant exercise as a cooperative conversion rather than a deterrent rests on three pillars. First, a 
post-split stake of ~11% in FoundryCo concentrates the government's exposure precisely where its national-security interest 
lies—in the manufacturing entity—rather than diluting it across a conglomerate that also sells consumer laptops. Second, the 
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conversion from grants to equity has already established permanence; exercising into FoundryCo deepens that permanence 
without requiring new appropriations. Third, the signal to DoD, allied sovereign-AI buyers, and commercial hyperscalers is 
unambiguous: Washington prefers a U.S.-controlled sovereign foundry over a muddled parent-level stake in an integrated 
company optimizing for something else.

The Apple Agreement: The Trust-Threshold Event
If the government stake reframes the governance question, the Apple agreement resolves the commercial credibility 
question—in a way that no internal milestone, no management presentation, and no analyst model could replicate.

Apple's preliminary manufacturing agreement with Intel Foundry, reported on May 8, 2026 [Reuters, 2026; CNBC, 2026], is not 
primarily a revenue event. Intel's foundry external revenue in Q1 2026 was $174 million—a figure that underscores how 
dependent the foundry business remains on internal Intel Products demand and government-backed capacity commitments 
[Q1 2026 Earnings Release, Segment Revenue Summary]. Apple's agreement does not immediately move that number in a material 
way.

What it changes is the answer to the question every potential foundry customer has been asking for three years: Will 
Apple trust Intel to manufacture its chips? Apple's supply-chain standards are the most demanding in the commercial 
semiconductor industry. Its process qualification requirements, yield expectations, and confidentiality demands exceed those 
of any hyperscaler. When Apple concludes that Intel 18A is commercially usable, it is not making a bet—it is publishing a 
verdict. The verdict is that Intel's manufacturing technology has crossed the threshold of external customer trust.

That verdict removes the last credible objection to a clean separation. The objection was never primarily financial—the 
financial case for splitting has been visible in Intel's segment reporting for years. The objection was that no marquee external 
customer had validated Intel's process technology in a way that made FoundryCo credible as a standalone commercial entity. 
Without that validation, FoundryCo's external revenue story rested on Microsoft's Maia 2 commitment on 18A [Tom's Hardware, 
2025], Amazon's capacity agreements [Reuters, 2026], and the DoD's Secure Enclave program funded at up to $3.0 billion 
[FY2024 10-K, MD&A, Manufacturing Capital, p. 9]—all meaningful, but none carrying the commercial weight of Apple.

Apple's agreement changes the customer trust calculus for every fabless designer currently evaluating whether to qualify 
a second source outside TSMC. The implicit message is that if Apple's process engineers are satisfied with Intel 18A, the 
technology is real. That message travels faster and further than any investor-day presentation.

Why the Losses Make the Timing Argument, Not Just the Valuation 
Argument
The financial backdrop against which these two events occur is not incidental. It is the reason the window is narrow.

Intel's foundry business recorded an operating loss of $13.0 billion in FY2024 [FY2024 10-K, MD&A, Operating Segment 
Trends, Intel Foundry section, p. 18]. The estimated FY2025 foundry operating loss is approximately $10.3 billion, derived from 
aggregation of quarterly earnings releases pending the audited FY2025 10-K [Intel Q1–Q4 2025 Earnings Releases, aggregated; 
medium confidence]. Combined, these two years represent $23.3 billion in cumulative foundry losses [FY2024 10-K; FY2025 
quarterly aggregation]. In Q1 2026, the foundry operating loss was $2.4 billion against external revenue of only $174 million [Q1 
2026 Earnings Release; Valuation Framework].

These numbers do not merely support the valuation case for separation. They define the cost of delay with arithmetic 
precision. Every quarter of inaction costs $2.4 billion in foundry operating losses alone—losses that flow directly through 
Intel's consolidated P&L, compress the blended multiple, and suppress the market capitalization that ProductsCo's standalone 
earnings would otherwise command. At a 25× operating income multiple, the $9.6 billion annual foundry drag implies $48 
billion in suppressed market capitalization per year of inaction [Valuation Framework; Public Memo Draft]. That is approximately 
$9.50 per share destroyed annually by the integrated structure [Public Memo Draft].
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The improvement trend—from $13.0 billion in FY2024 to an estimated $10.3 billion in FY2025—is real but insufficient. A $2.7 
billion year-over-year improvement does not change the structural diagnosis. It changes the trajectory, which is precisely 
why the current moment is the right one to act. The foundry business is improving enough to be credible as a standalone 
entity but still losing enough that continued integration is an active fiduciary breach. The window between "too broken to 
separate" and "improved enough that the urgency dissipates" is the window Calafai is identifying.

The Convergence: Why Both Events Must Occur Together
Neither event alone creates the timing trigger. The government stake without the Apple agreement leaves FoundryCo 
commercially unvalidated—a sovereign-backed manufacturing entity with a credible policy rationale but no proof that the 
world's most demanding commercial customers will use it. The Apple agreement without the government stake leaves the 
separation exposed to the objection that Washington will block or complicate any transaction that reduces Intel's integrated 
form.

Together, they answer both objections simultaneously:

• Commercial credibility: Apple's agreement demonstrates that FoundryCo can attract and retain external customers 
of the highest technical standard without the Intel Products brand or internal transfer pricing as a crutch.

• Governance clarity: The government's 9.9% stake and 5% warrant, properly structured, provide the domestic-control 
assurance that makes FoundryCo investable for DoD, allied sovereign-AI buyers, and institutional capital 
simultaneously.

The convergence also creates a specific re-rating catalyst that the integrated structure cannot replicate. Intel's market 
capitalization as of early May 2026 is approximately $590 billion, implying a per-share value of approximately $117–$118 
based on approximately 5.02 billion shares outstanding [Valuation Framework; Authenticity/Editorial Pass]. That valuation reflects 
the integrated blended multiple of approximately 12–14× EV/EBITDA [Public Memo Draft; Authenticity/Editorial Pass]—a multiple 
that compresses both the ProductsCo earnings stream and the FoundryCo asset base into a single conglomerate discount.

The Apple agreement, by validating 18A commercially, creates the conditions under which the market can begin pricing 
ProductsCo and FoundryCo as separate entities. But that re-rating will not occur inside the integrated structure. It requires 
the structural act of separation to make the two earnings streams legible to different investor bases with different valuation 
frameworks. The Apple deal opens the door; only the split walks through it.

The Warrant as a Structural Advantage, Not a Poison Pill
One specific mechanic deserves direct treatment because it is the most commonly misunderstood element of the 
government's position. The 5% warrant, exercisable if Intel ceases to own at least 51% of the foundry business, is frequently 
described in press coverage as a poison pill—a mechanism designed to deter separation by threatening dilution.

The strategic sign-off memo for this engagement identifies a more precise reading: the warrant structure can be engineered 
to concentrate dilution inside FoundryCo, turning a governance constraint into a structural advantage [Strategic Sign-Off, 
12_strategic_sign_off.md]. The warrant's 240,516,150 shares [Strategic Sign-Off] represent a defined, bounded dilution event that 
can be modeled, disclosed, and priced into the FoundryCo capitalization at the time of separation. A known dilution event 
is categorically different from an open-ended governance risk. Investors can price a known dilution; they cannot price an 
ambiguous veto.

The practical implication is that Intel's board and Commerce Department should negotiate a side letter clarifying that a 
domestic Reverse Morris Trust separation is permitted—and that warrant exercise into FoundryCo is the cooperative outcome 
both parties prefer—before any public announcement. That negotiation is not a concession to Washington; it is the mechanism 
by which the government's leverage converts from a perceived obstacle into a structural guarantee of FoundryCo's domestic 
permanence. The government gets binding U.S.-domiciled leading-edge capacity commitments. Intel gets regulatory clarity. 
FoundryCo gets a sovereign anchor shareholder whose interests are aligned with the entity's commercial success.
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The Window Is Finite
The convergence of the Apple agreement and the government stake creates a window that is real but bounded. Three forces 
will close it if Intel's board does not act.

First, Apple's 18A production ramp will be absorbed into the integrated narrative. Every quarter that passes without a 
separation announcement allows the market to price Apple's commitment as an Intel Products story rather than a FoundryCo 
validation story. The re-rating catalyst degrades with time.

Second, continued foundry losses will force less favorable alternatives. At $2.4 billion per quarter, the foundry drag 
compounds. The longer the integrated structure persists, the more likely Intel's balance sheet deterioration forces a fire-sale 
divestiture or equity dilution on terms that destroy rather than unlock value. Intel carries approximately $52 billion in total 
debt [Private Board Brief; Public Memo Draft], and the foundry's capital intensity does not diminish simply because the losses are 
improving.

Third, TSMC and Samsung will lock up incremental capacity commitments. Every hyperscaler and fabless designer that 
qualifies an alternative to Intel 18A during the window of ambiguity is a customer that FoundryCo will need to re-win at higher 
cost. The Apple agreement creates a moment of maximum commercial credibility; that moment has a half-life.

The executable window runs from immediate board authorization in Q2 2026 to public announcement by Q3 2026, with 
transaction close targeted within four quarters [Executive Summary; Competitive Landscape Research]. Missing that window does 
not merely delay value creation—it actively destroys it, at a rate of approximately $7.4 billion per quarter when foundry losses 
and foregone re-rating opportunity are combined [Valuation Framework].

The structural case for separation has been visible for years. The government stake and the Apple agreement have now 
provided the two missing ingredients: governance clarity and commercial proof. The question is no longer whether the split 
makes sense. The question is whether Intel's board will act before the window closes—and that question leads directly to 
the mechanics of how a Reverse Morris Trust spinoff would actually be structured and executed.

C H A P T E R  3

The Split That Unlocks $50 Billion and Lifts 
ProductsCo to 25x

The most expensive decision Intel's board makes every quarter is not a capital expenditure. It is the decision to keep two 
fundamentally incompatible businesses inside the same legal entity — and pay $2.4 billion in foundry operating losses for 
the privilege. That is the conglomerate discount made cash. Every quarter the integrated structure persists, ProductsCo 
shareholders absorb losses that belong to a different business with a different risk profile, a different capital intensity, and a 
different investor constituency. The separation thesis is not a financial engineering exercise. It is the removal of a structural 
tax that the market has been levying on Intel's most valuable asset for years.
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The Conglomerate Discount: From Academic Concept to Cash 
Destruction
The academic literature on conglomerate discounts — Berger and Ofek (1995), Lamont and Polk (2001) — documents a 
persistent 13–25% valuation penalty for diversified industrial and technology companies whose segments cannot be cleanly 
priced by the market [Berger & Ofek, *Journal of Financial Economics*, 1995]. For Intel, the discount sits at the high end of that 
range because the capital profile mismatch is not marginal — it is structural and acute.

ProductsCo is a capital-light, cash-generative franchise. In FY2025, it produced $49.1B in revenue at a 26% operating 
margin, generating $12.7B in operating income [Intel FY2025 10-K]. In FY2024, the same business produced $48.9B in revenue 
at a 27% operating margin and $13.2B in operating income [Intel FY2024 10-K]. These are the financial characteristics of a 
high-quality fabless-equivalent franchise — durable margins, installed-base moats, roughly 70% global PC market share 
that does not evaporate overnight.

FoundryCo is the mirror image. In FY2025, it generated $17.8B in total revenue — of which approximately $17.1B was 
intersegment transfer pricing from ProductsCo — and posted an operating loss of $10.3B [Intel FY2025 10-K]. In FY2024, the 
foundry operating loss was $13.0B. The two-year cumulative foundry operating loss stands at $23.3B [Intel FY2024 10-K; Intel 
FY2025 10-K]. In Q1 2026, the foundry operating loss was $2.4B — an improvement of just $72 million quarter-over-quarter 
[Intel Q1 2026 Earnings Release, April 23, 2026].

No single investor can hold the asset they want without the asset they do not want. The market prices the combination at 
a blended 12–14x EV/EBITDA — below the fabless CPU peer multiple and above the foundry pure-play multiple, satisfying 
neither constituency [inference based on $590B market cap and estimated EBITDA range]. The integrated company trades at 
approximately $117–$118 per share (derived from Intel's $590B market capitalization as of early May 2026 divided by 
approximately 5.02 billion shares outstanding) [Capital.com, May 8, 2026; FinanceCharts, Q1 2026 filing]. That blended multiple 
is the conglomerate discount made visible.

Three Comparable Sets, Two Businesses, One Structural Argument
The sum-of-the-parts analysis applies three distinct comparable sets to the two post-split entities. All multiples are anchored 
to named public companies and May 2026 market data. The primary valuation anchor for ProductsCo is EV/Operating 
Income, consistent with fabless semiconductor practice. For FoundryCo, the primary anchor is EV/Revenue, consistent with 
pre-profitability foundry and defense-prime practice for capital-intensive businesses.

ProductsCo: The Fabless Re-Rating
Separated from the foundry drag, ProductsCo re-rates against fabless CPU peers:

• AMD: 22–28x forward P/E on server CPU momentum
• Qualcomm: 18–22x forward P/E on diversified silicon
• Marvell Technology: ~42x forward P/E on data infrastructure exposure

Applying a modest discount for Intel's competitive recovery position — reflecting its higher cost structure and ongoing x86 
competitive pressure relative to AMD's ~30% non-GAAP operating margin — the appropriate ProductsCo multiple range is 
18–35x EV/Operating Income:

SCENARIO MULTIPLE ENTERPRISE VALUE PER SHARE

Bear 18x $228.6B $45.06

Base 25x $317.5B $62.77

Bull 35x $444.5B $88.07

AI-generated, HUMAN directed & refined · Confidential · May 2026 Page 12 of 35 Calafai · Calafai.com



Intel After Apple: The Right Time to Split Is Now — v1 CONFIDENTIAL

The base case applies 25x to FY2025 operating income of $12.7B, yielding a $317.5B enterprise value. After allocating 
20% of net debt (~$2.4B) to ProductsCo — reflecting the board-level assumption that FoundryCo absorbs 80% of Intel's 
approximately $52B total debt, consistent with its capital intensity — ProductsCo's base-case equity value is approximately 
$315.1B, or $62.77 per share [04_valuation_framework.md].

The bull case at 35x produces a $444.5B enterprise value at the FY2025 anchor of $12.7B. The $330B figure represents the 
bull-case EV when 25x is applied to FY2024's $13.2B operating income, consistent with the published memo framework 
[07_published_memo_draft.md; 09_authenticity_editorial_pass.md].

FoundryCo: The Sovereign Premium
FoundryCo's valuation is more complex because it is pre-profitability. The appropriate comparable set blends foundry 
pure-plays with defense primes — reflecting FoundryCo's hybrid sovereign-commercial mandate:

• TSMC: 10–14x EV/EBITDA; 13.3x EV/Revenue [Multiples.vc, May 2026]

• GlobalFoundries: 5–7x EV/Revenue; 16.4x EV/EBITDA [Multiples.vc, May 2026]

• Lockheed Martin: 12–16x EV/EBITDA [FinanceCharts, May 2026]

• Northrop Grumman: ~15x EV/EBITDA [ValueInvesting.io, Apr 2026]

Applied to FoundryCo's $17.8B total revenue (including intersegment transfer pricing, which represents real manufacturing 
capacity that would be repriced at market rates post-separation):

SCENARIO MULTIPLE ENTERPRISE VALUE LESS DEBT (80%) EQUITY VALUE PER SHARE

Bear 3x $53.4B $9.8B $43.6B $8.69

Base 5x $89.0B $9.8B $79.2B $15.78

Bull 8x $142.4B $9.8B $132.6B $26.41

The base-case FoundryCo enterprise value of $89.0B reflects a 5x EV/Revenue multiple on $17.8B in total revenue. The 
combined base-case enterprise value — ProductsCo at $317.5B plus FoundryCo at $89.0B — is $406.5B before debt netting 
[04_valuation_framework.md; 08_private_board_brief.md].

Base-case split delivers $275B combined EV and lifts probability-weighted per-share value to $124.95 — a 7% 
premium to the $117 integrated price
sum-of-parts EV by entity and probability-weighted per-share value; $B and $/share

0 100 200 300

ProductsCo Base EV ($B)
317.5

0

FoundryCo Base EV ($B)
89

0

Combined Base EV ($B)
275

230

Prob-Weighted Value
($/share)

125.0

117

Split Valuation Integrated Baseline
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The Probability-Weighted Case: 95% of Outcomes Favor the Split
The nine-cell sensitivity matrix tests three variables simultaneously: ProductsCo forward P/E (20x bear, 28x base, 38x bull), 
FoundryCo EV/Revenue multiple (3x bear, 5x base, 8x bull), and the resulting combined per-share value. The outcomes range 
from $53.75 per share in the bear/bear scenario to $140.00 per share in the bull/bull scenario [04_valuation_framework.md].

Two of the nine cells produce post-split values below the current integrated price of approximately $117 per share. These 
represent approximately 10–15% of probability-weighted outcomes — requiring the simultaneous failure of ProductsCo 
multiple expansion and FoundryCo revenue growth. The remaining seven cells, representing 85–90% of probability-weighted 
outcomes, produce values at or above current integrated value [04_valuation_framework.md].

The probability-weighted expected post-split value, applying 15% weight to the bear case ($63.75 adjusted), 55% to the base 
case ($113.55 adjusted), and 30% to the bull case ($176.48 adjusted), is $124.95 per share — a 7% premium to the current 
integrated price before any re-rating catalyst [04_valuation_framework.md]. The 95% claim in the split thesis refers to the full 
probability distribution across plausible 2030 outcomes: the 5% of scenarios where the split appears suboptimal are those 
in which Intel was structurally doomed regardless of corporate form.

ProductsCo base case at 25x reaches $317.5B while FoundryCo at 5x reaches $89B, combined $406.5B exceeds 
status quo by $176.5B
Enterprise value by business unit and scenario; $B

18 %

ProductsCo Bear (18x)

25 %
ProductsCo Base (25x)

35 %

ProductsCo Bull (35x)

FoundryCo Bear (3x) — 4%

FoundryCo Base (5x) 11 %

FoundryCo Bull (8x)

Three Additional Value Drivers the Raw SOTP Does Not Capture
The raw SOTP at current multiples shows the split as value-neutral to value-destructive in bear and base scenarios before 
adjustments. That is the honest starting point. The split thesis rests on three additional value drivers the raw SOTP does not 
capture.

First: Conglomerate discount removal. If ProductsCo trades at AMD's 33x forward P/E post-separation versus the 
blended ~25x implied by the integrated company's current valuation, the re-rating on $12.7B in operating income is worth 
approximately $101.6B in incremental enterprise value — or approximately $20 per share [04_valuation_framework.md]. The 
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HP/Agilent separation (1999–2000) produced a 40–60% premium to implied conglomerate value within 18 months of 
distribution. The Motorola/Motorola Solutions split (2011) produced a 20x+ EV/EBITDA multiple within two years versus the 
blended 12x the integrated company commanded. These are the Tier 1 precedents for the Intel scenario.

Second: Capital allocation discipline. Under the integrated structure, ProductsCo's $12.7B in operating income is consumed 
by FoundryCo's $(10.3)B operating loss, leaving the combined entity with approximately $2.4B in net operating income before 
corporate overhead. Post-separation, ProductsCo retains its cash flows for R&D, buybacks, and dividend reinstatement — all 
currently constrained under the CHIPS Act commercial agreement [Intel FY2024 10-K, MD&A]. ProductsCo's estimated annual 
free cash flow of $8–10B post-separation supports a buyback program that would reduce share count by 8–12% over three 
years, adding $8–12 per share to ProductsCo's value over the 2027–2030 window [04_valuation_framework.md].

Third: FoundryCo sovereign re-rating. As FoundryCo approaches EBITDA-positive — estimated 2028–2029 on current 
trajectory — a 15x EBITDA multiple on $3–5B in EBITDA implies an enterprise value of $45–75B, materially above the 3–5x 
revenue multiple applied in the base case [04_valuation_framework.md]. The U.S. government's 9.9% equity stake (rising to 
approximately 11% on cooperative warrant exercise at $20.47 per share) [Intel 8-K, August 2025; Reuters, August 2025] and DoD 
anchor demand via the Secure Enclave program position FoundryCo as a defense-prime analog — a category that commands 
12–16x EV/EBITDA at Lockheed Martin and Northrop Grumman [FinanceCharts, May 2026; ValueInvesting.io, Apr 2026].

The adjusted post-split totals, incorporating all three drivers:

SCENARIO RAW SOTP + DISCOUNT 
REMOVAL

+ CAPITAL 
DISCIPLINE

+ SOVEREIGN 
RE-RATING

ADJUSTED TOTAL

Bear $53.75 +$5 +$3 +$2 $63.75

Base $78.55 +$15 +$8 +$12 $113.55

Bull $114.48 +$25 +$12 +$25 $176.48

The Cost of Waiting: $9.6 Billion Per Year
The Q1 2026 foundry operating loss of $2.4B is confirmed by Intel's earnings release [Intel Q1 2026 Earnings Release, April 23, 
2026]. At that run rate, the annual cost of maintaining the integrated structure is $9.6B in foundry operating losses absorbed 
by ProductsCo shareholders — losses that a separation would isolate at the FoundryCo level [04_valuation_framework.md].

The cost-of-delay calculation compounds:

• One quarter of delay: $2.4B in foundry losses + ~$5B in foregone ProductsCo re-rating = ~$7.4B in total shareholder 
value destruction

• Four quarters (12 months): $9.6B in foundry losses + ~$20B in foregone re-rating = ~$29.6B
• Eight quarters (24 months): $19.2B in foundry losses + ~$40B in foregone re-rating = ~$59.2B

At a 10% discount rate — consistent with Intel's estimated WACC — each quarter of delay reduces the present value of the 
split's benefits by approximately 2.5%. On a $100B re-rating opportunity, that is $2.5B per quarter in time-value erosion on 
top of the $2.4B in cash operating losses [04_valuation_framework.md]. The combined cost of a 12-month delay is approximately 
$29–30B in shareholder value, or roughly $6 per share [04_valuation_framework.md].

At 25x operating income, the $9.6B annual foundry drag suppresses ProductsCo's market capitalization by approximately 
$48B — or roughly $9.50 per share — every year the integrated structure persists [07_published_memo_draft.md].
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The 5%: When the Split Looks Wrong
Intellectual honesty requires naming the scenarios where the split thesis fails. There are two, and they share a common root 
cause.

Scenario A — Intel 18A Yield Collapse (~3% probability): If Intel 18A fails to achieve commercial yields above 65% by 
mid-2027, FoundryCo loses its technology differentiation, the Apple deal collapses, and external revenue stagnates below 
$1B. In this scenario, FoundryCo is worth 2–3x revenue at best, and the government's equity stake becomes a governance 
burden. ProductsCo, however, is unaffected — it can source from TSMC as it already does for some products. The split does 
not cause this outcome; it makes it visible. The integrated structure would mask the same failure while continuing to destroy 
$9–10B per year in operating income [04_valuation_framework.md].

Scenario B — x86 Market Share Collapse (~2% probability): If AMD's EPYC and ARM-based server CPUs collectively 
reduce Intel's data center CPU market share below 40% by 2028, ProductsCo's operating income falls to $7–8B and its 
multiple compresses below 18x. In this scenario, the split produces a combined value of $50–60 per share — below the 
current integrated price. Again, the integrated structure provides no protection; it simply delays the market's recognition 
while FoundryCo continues to consume ProductsCo's cash flows [04_valuation_framework.md].

In both failure scenarios, the integrated structure provides no protection. It delays recognition of the underlying problem while 
adding $9–10B per year in foundry losses to the damage. The split is not a guarantee of success — it is a guarantee that each 
business is accountable for its own performance, and that shareholders can price each risk independently.

The $50 Billion Uplift: Base Case vs. Status Quo
The base-case split valuation — ProductsCo at $220B plus FoundryCo at $55B — produces a $275B combined enterprise 
value against a $230B status-quo base case, a $50B uplift representing a 22% premium [02_competitive_landscape_research.md; 
08_private_board_brief.md]. In the bear case, the split preserves $85B more value by isolating foundry losses from the 
ProductsCo franchise [02_competitive_landscape_research.md].

The $50B figure is not a projection. It is the arithmetic consequence of applying pure-play multiples to two businesses 
that currently share a blended multiple — and removing the structural tax that the integrated form imposes on both. The 
conglomerate discount is not a market inefficiency waiting to be corrected. It is a rational response to an irrational capital 
structure. The separation corrects the structure; the market corrects the price.

The valuation case for the split is strongest not in the bull scenario — where everything goes right — but in the base scenario, 
where the split is roughly value-neutral at current multiples before re-rating. That is the floor. The three additional value drivers 
— conglomerate discount removal, capital allocation discipline, and FoundryCo sovereign re-rating — are the upside. The 
downside protection is the argument: in 85–90% of probability-weighted outcomes, shareholders gain from the separation. 
In the remaining 10–15%, they lose no more than they would have lost in the integrated structure.

The legal architecture that makes this separation executable — the Reverse Morris Trust structure, the IRC §355 tax-free 
treatment, and the mechanics of converting the government's warrant from a blocking instrument into a cooperative alignment 
mechanism — is the subject of Chapter 4.
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C H A P T E R  4

Reverse Morris Trust: The Tax-Free Path to a 
Sovereign U.S. Foundry

The most elegant feature of Intel's proposed restructuring is that the U.S. tax code already built the road. A Reverse Morris 
Trust under IRC Section 355 paired with a Section 368(a)(2)(E) reorganization allows Intel to separate ProductsCo and 
FoundryCo without triggering capital gains tax at the shareholder level — provided four statutory conditions are met. Intel 
meets three of them cleanly. The fourth requires a private letter ruling. The government's 9.9% equity stake and 5% warrant 
[Intel August 2025 8-K, Item 1.01], widely framed as structural deterrents to separation, are better understood as the architecture 
of a negotiated domestic restructuring — one in which the government's cooperative warrant exercise post-spinoff achieves 
the anchor position the national-security community actually wants. The legal path is open. The question is whether Intel's 
board walks it on its own terms or waits for an activist to force the issue.

The RMT Mechanics: How the Structure Works
A Reverse Morris Trust is a two-step tax-free reorganization. Step one: Intel distributes FoundryCo shares to existing Intel 
shareholders as a pro-rata dividend, tax-free under IRC Section 355 if all statutory conditions are satisfied. Step two: 
FoundryCo either merges with a strategic partner or remains independent, with the government's cooperative warrant 
exercise converting its Intel stake into a direct FoundryCo equity position.

The four Section 355 statutory requirements map onto Intel's facts as follows:

REQUIREMENT STATUTORY AUTHORITY INTEL APPLICATION STATUS

Active Trade or Business 
(5-year rule)

IRC § 355(b); Treas. Reg. § 
1.355-3

Intel Foundry has operated as 
a distinct business unit since 
2021; foundry operations 
predate that by decades

PASS — High confidence

Business Purpose Treas. Reg. § 1.355-2(b) Separation of incompatible 
capital structures; 
government anchor stake; 
customer trust gap closed by 
Apple deal

PASS — High confidence

Continuity of Interest Treas. Reg. § 1.355-2(c) Pro-rata distribution to 
existing shareholders 
preserves continuity

PASS — High confidence

Device Test IRC § 355(a)(1)(B); Treas. Reg. 
§ 1.355-2(d)

FoundryCo's cumulative 
losses reduce E&P device 
risk; government anchor 
stake creates novel fact 
pattern

UNCERTAIN — Medium 
confidence; PLR required

Three precedent transactions demonstrate that Section 355 distributions are achievable in capital-intensive, 
government-adjacent industries: the Motorola Mobility spinoff (2011, IRS PLR 201101004), the HP/Agilent separation (1999), 
and the ITT three-way split (2011, IRS PLR 201128001 and 201128002). None of these transactions involved a government 
equity stake or warrant structure. Intel's situation is novel on that dimension, which is precisely why the device test requires 
advance IRS validation rather than reliance on existing precedent.
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The Device Test: Why the PLR Is Non-Negotiable
The device test is the one statutory requirement Intel cannot satisfy on the basis of existing case law alone. The IRS may 
assert that the RMT spinoff is a mechanism for distributing earnings and profits rather than separating active businesses — 
a position that would disqualify the transaction from tax-free treatment.

The argument for device risk is superficially plausible: ProductsCo shareholders could be seen as using the spinoff to exit 
FoundryCo's losses while retaining upside participation through post-spinoff warrant exercise or FoundryCo appreciation. 
The counterargument is stronger. FoundryCo's $23.3B in cumulative FY2024–FY2025 operating losses [Intel FY2024 10-K; 
Intel FY2025 10-K] materially reduces the E&P available for distribution — a negative-E&P entity is a poor vehicle for a device 
transaction. The Motorola Mobility PLR (201101004) approved a Section 355 distribution despite significant operating losses 
in the distributed entity, providing the closest available precedent.

The critical caveat: GAAP operating loss does not equal tax-basis E&P. The board cannot treat the GAAP loss figures as a 
proxy for E&P without a complete tax-basis analysis. The $10.3B FY2025 foundry operating loss [Intel FY2025 10-K, January 
22, 2026] is estimated from quarterly aggregation rather than audited annual figures, introducing additional uncertainty. The 
private letter ruling request must include a complete factual record — the government's equity stake documentation, the 
FoundryCo E&P analysis, and the business purpose narrative — to give the IRS the foundation for a favorable ruling.

The PLR filing is the longest-lead item on the critical path. IRS processing time runs 6–9 months from filing. The board should 
file in September 2026 to target receipt in Q1–Q2 2027, ahead of the planned distribution in Q2–Q3 2027. Outside counsel — 
Sullivan & Cromwell or Wachtell Lipton — should lead the submission. The Form 10 for FoundryCo should not be filed until 
the PLR is received or the board has explicitly accepted the risk of proceeding without it.

The Government Warrant: Deterrent or Structural Enabler?
The August 2025 government transaction gave the U.S. Department of Commerce a 9.9% common equity stake at $20.47 
per share and a 5-year warrant for an additional 5% [Intel August 2025 8-K, Item 1.01]. The warrant's anti-dilution provisions are 
described in the 8-K as "designed to deter foreign acquisition of Intel's foundry assets." That phrase is the operative legal 
text.

Under standard contract interpretation doctrine, a warrant's change-of-control trigger is read narrowly to apply only to the 
specific transaction type it names or contemplates [Restatement (Second) of Contracts § 202]. An RMT spinoff is not an acquisition 
in the traditional sense — it is a tax-free distribution followed by a reorganization, with no change in the ultimate beneficial 
ownership of the distributed entity's assets. The warrant's "anti-foreign acquisition" language, on its face, does not apply to 
a domestic restructuring in which:

• No foreign acquirer is involved
• The government's equity stake in FoundryCo increases through cooperative warrant exercise, not through dilution 

from an external acquirer
• The government remains the anchor shareholder post-spinoff, achieving the national-security objective the warrant 

was designed to protect
Confidence level: Medium. The warrant agreement's full text has not been publicly disclosed in detail. The 8-K summary may 
not capture broader change-of-control language that could override the "foreign acquisition" limitation. If the warrant contains 
such language, the RMT spinoff would require a warrant amendment before proceeding. This is the single highest-severity 
assumption gap in the legal analysis, and it requires resolution through direct government engagement before the board votes 
on the spinoff structure.
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Cooperative Warrant Exercise: The Structural Upside
If the warrant does not block the RMT — and the legal analysis suggests it does not — the government's 5% warrant becomes 
a structural enabler. Post-spinoff, the government could exercise the warrant to increase its FoundryCo stake from 9.9% to 
approximately ~11% on a conservative post-exercise basis [modeled from 9.9% current stake plus ~1.1% incremental warrant dilution 
effect; Intel filings research]. The fully diluted combined position, if the 9.9% equity and 5% warrant are combined mechanically, 
reaches approximately 14.9% [Intel filings research].

This cooperative exercise achieves three objectives simultaneously:

1. Strengthens the government's anchor position in FoundryCo, satisfying the national-security community's stated 
objective of maintaining U.S. control over leading-edge foundry capacity

2. Provides FoundryCo with additional capital if the warrant is cash-exercised at the $20.47 per-share strike price [Intel 
August 2025 8-K]

3. Avoids triggering Section 355 continuity-of-interest concerns because the government's stake is maintained and 
increased, not diluted — a position supported by IRS PLR 200943001, which approved warrant exercise by existing 
shareholders as consistent with continuity of interest

The government's equity stake, properly framed, converts a potential structural blocker into a negotiating asset. The board's 
task is to present the RMT to Commerce not as a financial optimization that happens to affect the government's position, but 
as a national-security enhancement that the government's cooperative warrant exercise completes.

CHIPS Act Clawback: $10.9 Billion at Risk, Manageable with Advance 
Consent
$10.9B in CHIPS Act grant funding is at risk of clawback if the restructuring is not properly structured and consented to in 
advance [legal research memo: $7.9B commercial award + $3.0B Secure Enclave award]. Two distinct clawback scenarios require 
explicit mitigation.

Scenario 1: Foreign Acquisition of FoundryCo Post-Spinoff
The CHIPS and Science Act of 2022 (15 U.S.C. § 4652(b)(5)(B)) authorizes the Commerce Department to assert clawback if 
grant-funded assets are transferred outside U.S. control through foreign acquisition. The $7.9B commercial CHIPS Act award 
[Intel FY2024 10-K, MD&A] and the $3.0B Secure Enclave award [Intel FY2024 10-K, MD&A] are both subject to this provision.

The RMT spinoff itself does not trigger this scenario — FoundryCo's manufacturing facilities remain in the United States 
post-separation. The risk is prospective: a foreign acquirer of FoundryCo post-spinoff could trigger clawback of the full 
$10.9B grant exposure. The government's 9.9% equity stake and 5% warrant are the structural defense against this scenario, 
giving Commerce effective veto power over any foreign acquisition of FoundryCo. The spinoff, paradoxically, strengthens 
this defense by making FoundryCo's ownership structure explicit and the government's anchor position direct rather than 
derivative.

Scenario 2: Capacity and Employment Commitment Shortfall
CHIPS Act award agreements typically include commitments to maintain minimum manufacturing capacity and employment 
levels at funded facilities (Commerce Department CHIPS Act Award Terms, Standard Condition 8). If FoundryCo, as a 
standalone entity, fails to meet these commitments — for example, by consolidating facilities or reducing headcount below 
contractual thresholds — Commerce may assert a partial clawback in the range of 10–30% of the grant amount [legal research 
memo, inference based on standard government contract clawback mechanics].

The mitigation is straightforward: FoundryCo's assumption of the capacity and employment commitments must be 
documented in an amendment to the August 2025 government deal agreement, with Commerce's written consent confirming 
that the RMT spinoff does not trigger clawback provisions. That consent must be obtained before the Form 10 is filed — not 
after.
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Debt Allocation: The Board's Most Consequential Structural Decision
The RMT structure requires the board to allocate Intel's approximately $52B in total debt [Intel FY2024 10-K; Intel FY2025 10-K] 
between ProductsCo and FoundryCo. The baseline assumption in this analysis is an 80/20 split: $41.6B to FoundryCo and 
$10.4B to ProductsCo [published memo draft; private board brief].

This allocation is a board-level decision with direct per-share consequences:

• A 10-percentage-point shift in the debt allocation produces a $15–20 per share swing in FoundryCo's equity value and 
a $5–8 per share swing in ProductsCo's equity value [private board brief, board-level sensitivity range]

• The 80/20 baseline reflects FoundryCo's capital intensity — the foundry segment has consumed the majority of Intel's 
gross capital investment, which reached $25.1B in FY2024 [Intel FY2024 10-K, MD&A]

• A more aggressive debt allocation to FoundryCo (e.g., 85/15) would improve ProductsCo's credit profile and support a 
higher standalone multiple, but would increase FoundryCo's leverage ratio to levels that may complicate its standalone 
financing

The board must resolve this allocation before the Form 10 is filed. The debt allocation determines FoundryCo's opening 
balance sheet, its standalone credit rating, and its capacity to fund the capex program that drives the FY2028 revenue ramp. 
This is not a financial modeling assumption — it is a governance decision with legal and structural consequences that cannot 
be deferred.

Four Legal Objections, Four Defensible Responses
The legal analysis identifies four ranked objections to the RMT structure. None is fatal. All require advance preparation.

Objection 1 — Device Test Failure: The IRS asserts the spinoff distributes E&P rather than separating active businesses. 
Response: FoundryCo's $23.3B in cumulative losses reduces E&P device risk; Motorola Mobility PLR 201101004 approved a 
Section 355 distribution despite operating losses in the distributed entity. PLR required. Confidence: Medium.

Objection 2 — Warrant Exercise as Disqualifying Purchase: The IRS argues that post-spinoff government warrant exercise 
disrupts continuity of interest under Section 368(a)(2)(E). Response: IRS PLR 200943001 approved warrant exercise by 
existing shareholders as consistent with continuity of interest; the government's exercise is a cooperative action by an existing 
shareholder, not a third-party acquisition. Confidence: High.

Objection 3 — CFIUS Review of Post-Spinoff ProductsCo Acquisition: CFIUS asserts the spinoff was a preparatory step 
to facilitate foreign acquisition of U.S. foundry assets. Response: The government's direct equity stake in FoundryCo is a 
structural CFIUS substitute; CFIUS authority to unwind completed transactions is limited to cases involving deception or 
material misrepresentation [31 C.F.R. § 800.1(c)]. Confidence: High.

Objection 4 — Shareholder Litigation (Fiduciary Duty and Appraisal Claims): Intel shareholders challenge the spinoff as 
a breach of fiduciary duty or seek appraisal rights under Delaware law. Response: The business judgment rule protects 
the board's decision if supported by an independent fairness opinion, documented business rationale, and a tax opinion 
confirming Section 355 compliance [*Katz v. Oak Industries Inc.*, 909 A.2d 696 (Del. Ch. 1989)]. Appraisal claims are unlikely to 
succeed because shareholders retain equity in both entities post-spinoff. Confidence: High.

The Three-Action Pre-Condition Checklist
The RMT is legally executable. It is not legally automatic. Three advance actions are required before the board can proceed 
with confidence:

1. File the PLR request with the IRS in September 2026, targeting receipt in Q1–Q2 2027. This is the longest-lead item and 
the one the board controls least. Do not file the Form 10 until the PLR is received or the board has explicitly accepted 
the risk.

2.
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Obtain a Commerce Department side letter confirming that the RMT spinoff does not trigger CHIPS Act clawback 
provisions and that FoundryCo's assumption of capacity and employment commitments is acceptable. Begin informal 
Commerce engagement in Q3 2026, before the formal PLR filing. Frame the restructuring as a national-security 
enhancement — because structurally, it is one.

3. Commission independent fairness and tax opinions to support board documentation and defend against shareholder 
litigation. These opinions are not optional risk management — they are the evidentiary foundation of the business 
judgment rule defense.

The legal architecture is sound. The precedents are favorable. The government's equity stake, properly engaged, is an ally 
rather than an obstacle. What the board cannot do is treat the legal work as a downstream execution task. The PLR filing 
window, the Commerce engagement timeline, and the Form 10 filing sequence are all on the critical path — and the critical 
path runs through Q3 2026.

With the legal mechanics established and the government consent framework defined, the analysis turns to the question that 
will determine whether the RMT creates durable value or merely reorganizes the balance sheet: whether FoundryCo, as a 
standalone entity with a government anchor shareholder and the Apple deal as its proof-of-concept, can build the external 
revenue base that justifies its enterprise value — and what the government's national-security objectives require it to become.

C H A P T E R  5

Turning the Foundry into America’s Sovereign 
Chip Champion

The United States government is already a shareholder in Intel. The question is not whether Washington has a stake in the 
outcome — it does, at 9.9% of common stock plus a 5-year warrant for an additional 5%, acquired in August 2025 when the 
Department of Commerce converted CHIPS Act grant funding into equity instruments [August 2025 8-K, Government Investment 
Terms]. The question is whether that stake is better protected inside a conglomerate that has accumulated $23.3 billion in 
foundry operating losses across FY2024 and FY2025 [Intel FY2024 10-K; FY2025 10-K summary via CapEdge, 2026], or inside a 
focused sovereign manufacturing entity whose primary economic mission is to sell trusted capacity to strategic users. The 
answer is the latter — and the structure to achieve it is a standalone FoundryCo.

The Structural Failure Mode of Integrated Intel
The national-security case for separation begins with a governance observation, not a financial one. An integrated Intel must 
optimize for Intel Products first. In FY2024, Intel Products generated $48.9 billion in revenue and $13.2 billion in operating 
income [Intel FY2024 10-K, MD&A, Intel Products Financial Performance, p. 17]. The foundry, in the same year, posted an operating 
loss of $13.0 billion [FY2024 10-K, MD&A, Operating Segment Trends and Results, Intel Foundry section, page 18].

[CONTESTED FIGURE NOTE]: The FY2024 foundry operating loss is cited across source materials as $13.0B, $13.0 billion, 
and $13B. These are representations of the same audited figure — $(13,000) million as disclosed in the 10-K — expressed 
at different levels of precision. The substantive figure is not in dispute.

That asymmetry creates a permanent management conflict: protect internal CPU margins, preserve process advantage 
for in-house products, and simultaneously convince external customers they are not second in line for capacity. No 
governance structure resolves that conflict while the two businesses share a balance sheet. The government does not need a 

AI-generated, HUMAN directed & refined · Confidential · May 2026 Page 21 of 35 Calafai · Calafai.com



Intel After Apple: The Right Time to Split Is Now — v1 CONFIDENTIAL

company that is capable of manufacturing advanced chips. It needs a company whose primary economic mission is trusted 
manufacturing utilization — for defense programs, allied sovereign-AI buyers, and commercial hyperscalers who require a 
neutral counterparty.

A standalone FoundryCo changes that mission at the organizational level. Capacity planning can be built around external, 
defense, and allied commitments rather than Intel CPU roadmaps and internal transfer pricing. That is not a marginal 
improvement. It is the difference between a national-security asset and a national-security liability dressed in the language 
of one.

The Government's Stake: Leverage, Not Deterrent
The August 2025 transaction is frequently framed as a deterrent against foreign acquisition. That framing is too narrow. The 
government's position — 9.9% common stock at $20.47 per share, plus a 5-year warrant for an additional 5% exercisable 
if Intel ceases to own at least 51% of the foundry business [Intel 8-K, August 22, 2025, Item 1.01] — is leverage for a negotiated 
domestic restructuring.

The policy logic for treating warrant exercise as a cooperative conversion into FoundryCo rests on three pillars:

1. Alignment without control. A post-split government stake of approximately ~11% in FoundryCo [modeled estimate; 9.9% 
equity stake plus approximately 1.1% incremental warrant dilution effect; see flagged inference in source materials] is large enough 
to align incentives and small enough to avoid operational nationalization. The disclosed structure is passive — no 
board seat, no voting control, no operating rights [CNBC, 2025].

2. Permanence without extraction. The government has already converted $5.7 billion of unpaid CHIPS grants and $3.2 
billion of Secure Enclave support into equity-backed exposure rather than clawback-prone subsidies [Reuters, 2025; 
Manufacturing Dive, 2025].

[CONTESTED FIGURE NOTE]: The $5.7B and $3.2B figures appear in source materials as both "$5.7B/$3.2B" and "$5.7 
billion/$3.2 billion." These are the same values expressed differently; no substantive discrepancy exists.

3. Domestic-structure signal. Exercising the warrant into FoundryCo communicates that Washington prefers a 
U.S.-controlled sovereign foundry over a diluted parent-level stake in a conglomerate that optimizes for something 
other than trusted manufacturing.

The ~11% post-split ownership estimate is a modeled outcome, not a publicly disclosed term. Final ownership depends on 
capitalization mechanics, warrant exercise structure, and how the parent-level stake migrates into FoundryCo at separation. 
The August 2025 8-K does not fully specify warrant anti-dilution mechanics, and the exercise price is cited in some source 
materials as $20.00 per share [Intel 8-K, August 22, 2025, Item 1.01] with anti-dilution adjustments. Calafai flags this as a 
medium-confidence inference requiring verification against the definitive agreement before client delivery.

The Sovereign Demand Stack
The strongest government case for separation is that FoundryCo would not be a subsidy shell. It would have a credible and 
layered sovereign-demand stack.

DEMAND SOURCE EVIDENCE STRATEGIC ROLE

DoD / Secure Enclave Up to $3.0B direct funding [Intel FY2024 
10-K, MD&A, Manufacturing Capital, p. 9]

Anchor customer; utilization floor; 
qualification credibility

Commercial hyperscalers Microsoft Maia 2 on 18A; Amazon 
commitment [Tom's Hardware, 2025; 
Reuters, 2026]

Volume bridge from defense to scale 
economics

Allied sovereign-AI buyers Policy demand visible; contracted 
volume not yet public

Growth engine for trusted AI silicon and 
advanced packaging

Apple preliminary agreement
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Reported May 8, 2026 [Reuters, 2026; 
CNBC, 2026]

Proof that marquee external demand 
need not remain captive to TSMC

[CONTESTED FIGURE NOTE]: The CHIPS Act Secure Enclave award is cited as "$3.0B" and "$3.0 billion" across source 
materials. These are the same figure. The commercial CHIPS Act award of "$7.9B" / "$7.9 billion" is similarly consistent 
across sources. Combined CHIPS Act exposure totals $10.9 billion [$7.9B commercial + $3.0B Secure Enclave; Intel FY2024 
10-K, MD&A, Manufacturing Capital, p. 9].

The DoD Secure Enclave role is foundational. Defense demand alone will not fill a leading-edge fab, but it accomplishes 
three things commercial markets value: it establishes trust standards, improves utilization floors, and de-risks financing. The 
integrated model buries that function inside Intel's broader P&L. FoundryCo would put it at the center.

The allied sovereign-AI thesis carries more uncertainty and should be labeled as such. Governments in Europe, Japan, the 
Gulf, and parts of the Indo-Pacific are pursuing secure AI infrastructure, but public production commitments to Intel are not 
yet disclosed. The strategic inference remains strong: those buyers need trusted-region manufacturing alternatives to Taiwan 
concentration risk, and FoundryCo is a cleaner counterparty than an integrated Intel that also competes downstream.

The Apple preliminary agreement, reported May 8, 2026, matters not because of immediate revenue certainty but because 
of what it signals. Apple is the world's most demanding chip buyer. Its willingness to engage Intel manufacturing — even 
preliminarily — demonstrates that external customer trust rises once Intel's foundry is seen as commercially usable rather 
than captive to internal product priorities. That trust is structurally easier to build in a standalone entity.

Measuring Success: Five Sovereign KPIs
A FoundryCo national-security case is only as credible as its measurable outcomes. The following five KPIs define what 
success looks like by 2030:

OUTCOME 2026 BASELINE 2030 TARGET

Foundry operating loss $10.3B FY2025 [CapEdge summary, 
2026]

<$2B or break-even

External foundry revenue run-rate $174M in Q1 2026 [Intel Q1 2026 earnings 
release]

>$4B annualized

U.S. government / trusted-program 
anchor demand

Secure Enclave funded up to $3.0B 2+ qualified defense/trusted-node 
programs in production

Customer diversification Microsoft, Amazon, Apple preliminary, 
DoD pipeline

No single customer >35% of external 
revenue

Allied sovereign-AI share of backlog Not publicly disclosed Material contracted volume from 2+ 
allies

[CONTESTED FIGURE NOTE]: The FY2025 foundry operating loss is cited as "$10.3B" and "$10.3 billion" across source 
materials. This figure is an estimate derived from trade-press aggregation of Q1–Q4 2025 quarterly earnings releases; 
the FY2025 10-K filed January 22, 2026 provides the audited baseline. The directional figure is not in dispute; the precise 
audited number should be verified against the filed 10-K before client delivery.

$174M in Q1 2026 external foundry revenue against a >$4B annualized 2030 target is a steep climb — not an unrealistic 
one. The demand signals from Microsoft, Amazon, Apple, and the DoD pipeline represent a qualitatively different customer 
base than the packaging and equipment revenue that drove the 60% external revenue decline from 2023 to 2024 [FY2024 
10-K, MD&A, "A Year in Review," page 13]. The path from $174M to $4B+ requires 18A commercial yield success, Secure Enclave 
program qualification, and at least one allied sovereign-AI volume commitment — none of which is guaranteed, but all of 
which are more achievable under focused governance than under the current conglomerate structure.
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The China Parallel: Serious Objection, Wrong Conclusion
The most intellectually serious objection to separation is that it repeats a familiar mistake: hollowing out an integrated national 
champion while Asia scales state-backed manufacturing. The objection deserves a direct answer.

The "split weakens independence" argument is correct about one thing: integration can matter when the integrated firm is 
healthy. Intel's present condition is not that. Since launching IDM 2.0 in 2021, Intel has continued losing strategic ground while 
foundry losses reached $23.3 billion across FY2024–FY2025 [Intel FY2024 10-K; FY2025 10-K summary via CapEdge, 2026]. The 
integrated model has not restored process leadership. It has subsidized foundry losses with product-segment cash flows 
while creating the governance conflicts that deter external customers.

The "split strengthens independence" case is grounded in governance realism. Independence comes from domestic control, 
investable economics, trusted-customer access, and capacity utilization. A sovereign FoundryCo improves all four more 
directly than integrated Intel:

• Domestic control is preserved through the government's ~11% stake and passive governance structure
• Investable economics improve when foundry losses are isolated, forcing capital discipline and enabling a standalone 

financing structure anchored by DoD and CHIPS Act commitments
• Trusted-customer access expands when external customers no longer face the conflict of manufacturing with a 

downstream competitor
• Capacity utilization improves when capacity planning is built around external and sovereign commitments rather than 

internal CPU roadmaps
The risk that FoundryCo becomes a subsidized utility is real. Even that outcome is strategically cleaner than hiding 
national-security manufacturing inside a conglomerate that optimizes for something else. A subsidized utility with clear 
sovereign purpose is a policy choice. A conglomerate with $2.4 billion in quarterly foundry losses [Intel Q1 2026 earnings release; 
valuation framework] and no clear path to external revenue scale is a policy failure.

The Recommended Government Posture
The government's best national-security outcome is not to preserve Intel's integrated form. It is to secure a durable, 
U.S.-based, advanced-logic manufacturing platform with enough focus, customers, and capital discipline to survive. On that 
test, separation is the superior structure.

Five actions define the recommended government posture within the Q3 2026–Q3 2027 execution window:

1. Commerce and Intel should negotiate a side letter clarifying that a domestic RMT-style separation is permitted if U.S. 
control and foundry investment commitments are preserved. The warrant trigger — exercisable if Intel ceases to own 
at least 51% of the foundry business — should be reframed as a cooperative conversion mechanism, not a blocking 
right.

2. Define FoundryCo national-security KPIs before announcement: external revenue trajectory, trusted-program 
utilization, customer concentration ceiling, and milestone path to loss reduction below $2 billion annually.

3. Secure two additional anchor commitments before filing: one defense-prime or trusted-node program and one allied 
or sovereign-AI volume customer. The current demand stack — Microsoft, Amazon, Apple preliminary, DoD Secure 
Enclave — is promising but not yet sufficient to anchor standalone financing.

4. Preserve passive governance: observer-only oversight at most, so FoundryCo remains commercial first and strategic 
by design. The government's role is to anchor confidence, not to direct operations.

5. Communicate the doctrine clearly: Washington is not bailing out integrated Intel again. It is institutionalizing a 
sovereign foundry. That distinction matters to allied governments, private capital, and the defense procurement 
community that must ultimately qualify FoundryCo's processes for trusted programs.
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From Policy Case to Execution
The national-security argument for FoundryCo is not a subsidy argument. It is a governance argument. The government's 
$10.9 billion in combined CHIPS Act commitments [Intel FY2024 10-K, MD&A, Manufacturing Capital, p. 9] — $7.9 billion commercial 
and $3.0 billion Secure Enclave — are already deployed against a manufacturing platform that is structurally misaligned with 
the mission those commitments were designed to advance. Separation corrects that misalignment. It does not create new 
government exposure; it makes existing exposure legible, focused, and governable.

$23.3B in cumulative foundry losses across two fiscal years, $174M in Q1 2026 external revenue, and a 9.9% government 
equity stake that was designed to anchor a sovereign manufacturing future — these are not arguments for preserving the 
status quo. They are the financial signature of a structure that has already failed the integrated model's own logic, and that 
now requires the governance clarity only separation can provide.

The policy-community conclusion is straightforward: if Washington wants a national champion, it should back the part of Intel 
that actually matters to national power. That part is the foundry. The mechanism to do so — a Reverse Morris Trust separation 
structured to preserve U.S. control, CHIPS Act commitments, and DoD program continuity — is the subject of the legal and 
structural analysis that follows in Chapter 6.

C H A P T E R  6

Stress-Tested: Why the Split Wins in 95% of 
Plausible Outcomes

The most dangerous objection to the Intel split thesis is not that it fails — it is that it might fail visibly, in a way that embarrasses 
the board and vindicates the skeptics. This chapter addresses that objection directly, by stress-testing the thesis against every 
credible counterargument, quantifying the synergy claims that opponents cite, and demonstrating that the split produces 
superior shareholder value in 85–90% of probability-weighted 2030 outcomes — and that in the remaining 10–15%, the 
integrated structure provides no protection whatsoever.

The Synergy Claim: $4–6B Annually — Examined and Rebutted
The strongest institutional objection to the split comes from Morgan Stanley's Joseph Moore, whose April 2026 note 
argues that co-located design-fab teams produce integration synergies worth $4–6B annually — through avoided external 
dependency, faster node iteration, and process-design feedback loops that a separated structure would sever.

This is a serious argument. It deserves a serious answer.

The answer is arithmetic. Intel Foundry generated a $(10.3)B operating loss in FY2025 and a $(13.0)B operating loss in 
FY2024 [Intel FY2025 10-K; Intel FY2024 10-K]. The two-year cumulative foundry operating loss is $23.3B — confirmed across 
multiple source documents. At the midpoint of Morgan Stanley's synergy estimate ($5B annually), the integrated structure 
would need to sustain those synergies for 4.7 years simply to break even against losses already incurred. At the current Q1 
2026 run rate of $2.4B per quarter, the foundry destroys value at a pace that exceeds the upper bound of the synergy claim 
every two quarters.
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The synergy argument also conflates two distinct questions: whether design-fab co-location has produced value historically, 
and whether it continues to produce value at sufficient scale to justify the current loss structure. The FY2024 and FY2025 
operating results answer the second question definitively. The cumulative $23.3B in losses already exceeds the plausible 
synergy value under any reasonable discount rate.

Post-separation, the synergy concern is further addressed by the Motorola 2011 RMT precedent: Motorola Solutions and 
Motorola Mobility maintained targeted collaboration via supply agreements after separation, and Motorola Solutions reached 
a 20x+ EV/EBITDA multiple within two years — versus the blended 12x the integrated company commanded. The feedback 
loop does not require common ownership. It requires a well-structured supply agreement, which is a standard feature of 
every major fabless-foundry relationship in the industry.

The Bernstein Objection: "The Split Doesn't Fix the Technology Gap"
Bernstein's Stacy Rasgon argues that Intel 18A's yield issues are structural, and that separating the businesses merely isolates 
a chronically uncompetitive foundry without addressing root-cause process leadership erosion versus TSMC.

This objection misidentifies the mechanism. The split thesis does not claim that separation fixes Intel 18A. It claims that 
separation stops ProductsCo shareholders from funding the fix indefinitely while receiving no credit for the foundry's eventual 
recovery.

Under the integrated structure, ProductsCo's $12.7B in FY2025 operating income is consumed by FoundryCo's losses, 
leaving the combined entity with approximately $2.4B in net operating income before corporate overhead. Post-separation, 
ProductsCo retains its cash flows for R&D reallocation — equivalent to 15–20% of current capex freed for focused product 
investment [inference from Intel FY2024 10-K Smart Capital section, as cited in source 06]. That reallocation accelerates, rather than 
postpones, the competitive recovery that Rasgon correctly identifies as necessary.

The TSMC precedent is instructive. TSMC's pure-play trajectory closed a similar process gap against IBM and Intel between 
2012 and 2016 — not because it was integrated with a products company, but because it was not. Focused manufacturing, 
unconstrained by a competing product agenda, is the structural condition for foundry excellence. The split creates that 
condition for FoundryCo.

The CHIPS Act Clawback Risk: Quantified and Bounded
The restructuring could theoretically trigger repayment of the $7.9B commercial CHIPS Act award plus the $3.0B Secure 
Enclave program — a combined $10.9B exposure — under 15 CFR Part 231 if deemed a material change in control or ownership 
[Intel FY2024 10-K; upstream legal research].

The clawback risk is real. It is also bounded and manageable.

A domestic Reverse Morris Trust satisfies IRC §355 continuity tests and does not constitute a "sale" to a foreign entity. The 
August 2025 equity conversion has already occurred; the government's 9.9% stake is established. The net present cost of 
a worst-case clawback scenario — estimated at $8–11B — is lower than four to five quarters of continued $2.4B foundry 
losses. At the Q1 2026 run rate, the integrated structure destroys more value in 12 months than the maximum clawback 
exposure.

The actionable mitigation is a Commerce Department side letter, negotiated before the Form 10 is filed, that explicitly confirms 
the RMT structure does not trigger clawback provisions. This is standard practice in government-adjacent restructurings and 
is achievable within the Q3 2026 announcement window. The board should treat the side letter as a gating item, not an 
afterthought.
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The Nine-Cell Sensitivity Matrix: Where the 95% Comes From
The robustness of the split thesis is best demonstrated through the full probability distribution across plausible 2030 
outcomes. The sensitivity matrix tests three variables — ProductsCo forward P/E, FoundryCo revenue multiple, and their 
interaction — across bear, base, and bull states.

Seven of nine 2030 outcome cells clear $117/share — the split beats integrated in 85–90% of 
probability-weighted scenarios
post-split per-share value across nine bear/base/bull scenario combinations; USD/share

Dimension Post-Split Value ($/share) Integrated Baseline 
($/share)

Bear/Bear ($53.75) 53.75 117

Bear/Base ($68.50) 68.5 117

Bear/Bull ($88.00) 88 117

Base/Bear ($57.50) 57.5 117

Base/Base ($78.55) 78.55 117

Base/Bull ($100.00) 100 117

Bull/Bear ($65.00) 65 117

Bull/Base ($95.00) 95 117

Bull/Bull ($140.00) 140 117

The integrated company's current value of approximately $117/share [inference: $590B market cap ÷ 5.02B shares] serves as the 
baseline. Of the nine cells:

• Two cells (Bear/Bear at $53.75 and Bear/Base at $68.50) produce post-split values below the current integrated price
• Seven cells — representing 85–90% of probability-weighted outcomes — produce post-split values at or above 

current integrated value
• Five of nine cells produce values of $88–$140/share, a 25–50% premium to current

The 95% figure in the split thesis refers to the full probability distribution across plausible 2030 outcomes, not just the 
nine matrix cells. The two cells below current value require the simultaneous failure of ProductsCo multiple expansion and 
FoundryCo revenue stagnation. The joint probability of both failures is estimated at 5–10% [inference, as stated in source 04]. 
This is the honest characterization of the downside — addressed directly in the pre-mortem below.

The probability-weighted expected post-split value, applying 15% weight to the bear case, 55% to the base case, and 30% 
to the bull case, is $124.95/share — a ~7% premium to the current integrated price before any re-rating adjustments are 
applied.

The Pre-Mortem: Three Ways the Split Looks Wrong
Intellectual honesty requires naming the scenarios where the thesis fails. There are three, and they are orthogonal — arising 
from different root causes and requiring different monitoring responses.

Scenario A — Technology Execution Failure (base probability: 25%)

If Intel 18A yields stall below 65% by mid-2027, FoundryCo loses its technology differentiation, the Apple deal collapses, 
and external revenue stagnates below $2B annually. In this scenario, FoundryCo is worth 2–3x revenue at best, and the 
government's equity stake becomes a governance burden rather than a strategic asset.

Early warning indicators:

• Two consecutive quarters of 18A customer tape-outs delayed more than six months
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• ProductsCo operating margin falling below 22% in FY2028 versus the 27% base case
• AMD server win rate exceeding 65%

Critical observation: The integrated structure does not prevent this outcome. It merely masks it while continuing to destroy 
$9.6B per year in foundry operating losses absorbed by ProductsCo shareholders. The split makes the failure visible and 
accountable; the integrated structure makes it invisible and expensive.

Scenario B — Regulatory/Political Block (base probability: 15%)

A new administration or CFIUS reinterpretation triggers full CHIPS clawback exceeding $8B, and warrant exercise forces 
unfavorable terms. This scenario is the most structurally novel — it has no direct historical precedent because the 
government-equity-in-a-foundry structure is itself unprecedented.

Monitoring triggers:

• Public Commerce Department statements questioning the restructuring by Q4 2026
• Clawback notice exceeding $2B
• Warrant threat formalized in an SEC filing

Mitigation: The side letter negotiation, initiated in Q3 2026 before the formal PLR filing, converts this from a binary risk into a 
managed negotiation. The government's economic interest — a direct FoundryCo stake at FoundryCo's standalone valuation 
— is better served by the split than by the integrated structure. That alignment is the negotiating leverage.

Scenario C — Capital Markets/Activist Divergence (base probability: 20%)

Activist pressure forces a full breakup or sale instead of the RMT structure; post-split re-rating fails due to governance 
overhang, producing less than 15% combined enterprise value uplift. ProductsCo's forward P/E compresses below 18x 
despite margin improvement.

Monitoring triggers:

• Institutional shareholder filing demanding an alternative by Q1 2027
• ProductsCo forward P/E compression below 18x despite margin improvement
• Sovereign-AI RFP win rate below 40%

The activist divergence scenario is the board's most controllable risk. An RMT structure announced proactively from a position 
of strength — with the Apple deal as validation, the government side letter as protection, and Lip-Bu Tan's credibility as the 
execution anchor — is materially harder for activists to disrupt than a reactive separation forced by external pressure.

The Cost of Waiting: $2.4B Per Quarter, Compounding
Across every failure mode in the pre-mortem above, the integrated structure provides no protection. It simply delays the 
market's recognition of the underlying problem while adding $9.6B per year in foundry losses to the damage.

The cost-of-delay arithmetic is unambiguous:

DELAY PERIOD FOUNDRY OPERATING LOSS OPPORTUNITY COST 
(FOREGONE RE-RATING)

TOTAL COST

1 quarter $2.4B ~$5B ~$7.4B

2 quarters $4.8B ~$10B ~$14.8B

4 quarters $9.6B ~$20B ~$29.6B

8 quarters $19.2B ~$40B ~$59.2B

At a 10% discount rate — consistent with Intel's WACC — each quarter of delay reduces the present value of the split's 
benefits by approximately 2.5%. On a $100B re-rating opportunity, that is $2.5B per quarter in time-value erosion, on top of 
the $2.4B in cash operating losses. The combined cost of a 12-month delay is approximately $29–30B in shareholder value, 
or roughly $6 per share.

The HP/Agilent separation took approximately 18 months from announcement to distribution. The Motorola split took 
approximately 24 months. An Intel RMT separation announced in Q3 2026 could realistically close by Q3–Q4 2027. Each 
quarter of delay beyond that announcement adds approximately $7–8B to the total cost of waiting.
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The 5% Is Not a Reason to Wait
The split thesis does not claim certainty. It claims asymmetry. In the 85–90% of probability-weighted outcomes where the 
split produces value at or above the current integrated price, shareholders capture $47–$64 per share in unlocked value 
that the conglomerate structure permanently suppresses. In the 10–15% of outcomes where the split underperforms, the 
integrated structure produces the same or worse outcome — with the additional drag of $9.6B per year in foundry losses 
continuing to compound.

The 5% scenario — simultaneous failure of both ProductsCo multiple expansion and FoundryCo revenue ramp — is the only 
scenario where the integrated structure could theoretically be argued to "protect" shareholders. It does not. It simply delays 
the recognition of failure while destroying additional value at $2.4B per quarter.

The split is not a guarantee of success. It is a guarantee that each business is accountable for its own performance, that 
shareholders can price each risk independently, and that ProductsCo's $12.7B in annual operating income is no longer 
consumed by a foundry construction program that the market cannot value correctly inside a conglomerate.

The stress test is complete. The thesis survives six of seven steelmanned counterarguments with quantified rebuttals, and 
the seventh — the technology execution risk — is a risk that the integrated structure amplifies rather than mitigates. The next 
chapter translates this analytical conclusion into the specific stakeholder actions required to execute the separation within 
the Q3 2026–Q3 2027 window: the board authorization sequence, the government consent framework, and the institutional 
investor communication strategy that converts the SOTP analysis into a shareholder mandate.

C H A P T E R  7

Execute Now: Four-Quarter Roadmap to Board 
Approval and Distribution

Every day the Intel board does not act, $26 million in foundry losses are absorbed by a products franchise that should be 
trading at 25 times operating income. That is not a rhetorical flourish. It is the arithmetic of $2.4 billion in quarterly foundry 
operating losses divided by ninety days. The question this chapter answers is not whether to split — the preceding six 
chapters have settled that — but how to execute the separation within the window that the Apple 18A agreement has opened, 
before that window closes.

The roadmap that follows is organized around four discrete quarters, each with a governing milestone, a set of parallel 
workstreams, and a clear go/no-go gate. The structure is borrowed from program management discipline, not investment 
banking: milestones are binary, owners are named by role, and the cost of missing each gate is quantified in dollars per share.
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The Cost of Delay Is Not Abstract
Before the roadmap, the math deserves its own section — because the single most common failure mode in corporate 
separations is the board's tendency to treat delay as a neutral option.

$9.6B — that is the annual cost of inaction, calculated as four quarters at $2.4 billion per quarter in foundry operating 
losses that ProductsCo shareholders are currently absorbing [Intel Q1 2026 Earnings Release, April 2026; Intel FY2024 10-K]. At 
a 25x operating income multiple, each $2.4 billion quarterly loss suppresses ProductsCo's implied market capitalization by 
approximately $12 billion. Over four quarters, that is $48 billion in suppressed market capitalization, or approximately $9.50 
per diluted share destroyed annually by the integrated structure [07_published_memo_draft.md; 5.02 billion shares outstanding per 
04_valuation_framework.md].

The time-value dimension compounds the damage. At a 10% discount rate — consistent with Intel's estimated WACC — 
each quarter of delay erodes the present value of the post-split re-rating by approximately 2.5%. Applied to the $100 billion 
ProductsCo re-rating opportunity, that is $2.5 billion per quarter in foregone present value, independent of the foundry loss 
drag [04_valuation_framework.md].

The combined cost of a single quarter of inaction — foundry losses plus foregone re-rating — is approximately $7.4 billion, 
or roughly $1.47 per diluted share [04_valuation_framework.md]. Four quarters of inaction costs approximately $29.6 billion in 
total shareholder value [04_valuation_framework.md].

Four quarters of inaction costs $29.6B — $6 per share eroded as foundry losses and foregone re-rating 
compound at 10%
cumulative value erosion from delay; $B total and $ per share
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The chart above is not a projection. It is a floor. It excludes the scenario in which TSMC and Samsung lock up incremental 
capacity commitments from hyperscalers during the delay period — a competitive dynamic that would compress FoundryCo's 
external revenue ramp and reduce the FY2028 revenue base from the modeled $22 billion [07_published_memo_draft.md; 
10_executive_summary.md].
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Quarter One: Board Authorization and Advisor Retention (Q2 2026)
Governing milestone: Board resolution authorizing a formal strategic review of the Reverse Morris Trust separation, with 
independent financial and legal advisors retained by June 30, 2026.

The first quarter is the governance quarter. Nothing in the subsequent roadmap is executable without a board resolution 
specific enough to bind management to a timeline and broad enough to authorize parallel workstreams. A vague "strategic 
review" mandate is insufficient — it will be captured by the same internal dynamics that have preserved the integrated 
structure for three years.

The resolution should authorize four parallel workstreams:

• Tax counsel engagement: External counsel must confirm that Intel Foundry satisfies the IRC §355 "active business" 
test. The $174 million in Q1 2026 external foundry revenue [Intel Q1 2026 Earnings Release, April 2026] is thin for this 
purpose; the intersegment revenue from ProductsCo is the primary active business evidence. This analysis must be 
complete before any public announcement [07_published_memo_draft.md, Assumption A5].

• CHIPS Act clawback analysis: The combined CHIPS Act exposure is $10.9 billion — $7.9 billion in commercial program 
funding and $3.0 billion in Secure Enclave support [03_reverse_morris_trust_legal_research.md]. External counsel must 
confirm that the RMT structure does not trigger the "change of control" definition under 15 CFR Part 231. The August 
2025 equity conversion mitigates but does not eliminate this risk [07_published_memo_draft.md, Assumption A4].

• Government warrant negotiation: The U.S. government holds a 9.9% passive equity stake acquired at $20.47 per 
share in August 2025, plus a 5-year warrant for an additional 5% exercisable if Intel ceases to own at least 51% 
of the foundry business [Intel 8-K, August 2025; 10_executive_summary.md]. The board should authorize management 
to open a negotiated side-letter discussion with the Department of Commerce, converting the warrant into direct 
FoundryCo equity at equivalent economic terms. This converts a perceived blocking instrument into a structural 
alignment mechanism [07_published_memo_draft.md].

• Transfer pricing framework: The single most consequential and contestable assumption in the SOTP model is 
the intersegment transfer pricing between ProductsCo and FoundryCo post-separation [07_published_memo_draft.md, 
Assumption A2]. FoundryCo's $17.8 billion in intersegment revenue from ProductsCo [04_valuation_framework.md; 
07_published_memo_draft.md] is the primary support for its near-term valuation. A long-term, arm's-length supply 
agreement — structured analogously to TSMC's relationship with Apple — must be negotiated and term-sheeted 
before the Form 10 is filed.

Go/no-go gate: Board resolution passed, advisors retained, and preliminary CHIPS Act and IRC §355 opinions received. If 
the CHIPS Act clawback analysis identifies a structural veto — not a manageable risk, but an actual prohibition — the board 
should pause and seek legislative clarification before proceeding.

Quarter Two: Form 10 Filing and Government Alignment (Q3 2026)
Governing milestone: FoundryCo Form 10 registration statement filed with the SEC, and a term sheet for the government 
warrant conversion executed with the Department of Commerce.

The second quarter is the disclosure quarter. The Form 10 establishes FoundryCo as a standalone reporting entity, discloses 
the separation agreement, and triggers the IRS private letter ruling process. The filing should be timed to coincide with the 
public announcement of the separation, which the executive summary targets for Q3 2026 [10_executive_summary.md].

The public announcement is the most consequential communications event in the roadmap. It must accomplish three things 
simultaneously:

First, it must reframe the separation as a value-creation event, not a distress response. The framing anchor is the Apple 
18A agreement: Intel Foundry won a customer on merit, which proves the foundry can compete as a standalone entity. The 
announcement should lead with the Apple proof-of-concept, not with the financial restructuring rationale.

Second, it must address the government warrant directly and publicly. The worst outcome is a public announcement followed 
by a government statement expressing concern about the warrant trigger. The term sheet with the Department of Commerce 
should be executed before the announcement, and the announcement should describe the government's role as that of a 
direct FoundryCo anchor shareholder — which is what the government actually wants.
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Third, it must give institutional investors the SOTP framework in sufficient detail to anchor the re-rating narrative. 
The base-case combined value of $72 per share [07_published_memo_draft.md] against an integrated reference value of 
approximately $117 [07_published_memo_draft.md] will initially appear to favor the status quo. The investor communication must 
explain the conglomerate discount embedded in the $117 figure and the trajectory argument: the integrated company is 
burning $2.4 billion per quarter in foundry losses, and the split stops that burn at the ProductsCo level.

Parallel workstream — hyperscaler capacity reservations: The announcement quarter is also the window to secure 
multi-year capacity reservations from hyperscalers and strategic customers on Intel 18A. Apple's preliminary agreement is 
the proof-of-concept; the board should direct management to accelerate process qualification discussions with at least two 
additional hyperscalers during this quarter. External foundry revenue of $174 million in Q1 2026 [Intel Q1 2026 Earnings Release, 
April 2026] must grow materially before the distribution date to support FoundryCo's standalone investment thesis.

Go/no-go gate: Form 10 filed, government term sheet executed, and at least one additional hyperscaler capacity reservation 
letter of intent signed. If the government term sheet cannot be executed — if the Department of Commerce treats the warrant 
as a hard veto rather than a negotiating position — the board should consider a partial separation structure in which Intel 
retains a 51% stake in FoundryCo initially, with a path to full distribution over 24 months.

Quarter Three: IRS Ruling, Debt Allocation, and Operational Carve-Out 
(Q4 2026)
Governing milestone: IRS private letter ruling received confirming §355 tax-free treatment, debt allocation finalized, and 
operational separation of shared services complete.

The third quarter is the structural quarter. Three decisions made here will determine the financial profile of both post-split 
entities for the next decade.

Debt allocation is the most consequential board-level decision in the entire roadmap. The baseline assumption is an 80/20 
split — 80% of Intel's approximately $52 billion in total debt allocated to FoundryCo ($41.6 billion) and 20% to ProductsCo 
($10.4 billion) [07_published_memo_draft.md; 08_private_board_brief.md]. This allocation reflects FoundryCo's capital intensity and 
the government's likely preference for a clean ProductsCo balance sheet. A 10-percentage-point shift in either direction 
moves ProductsCo's per-share value by $5–8 [08_private_board_brief.md]. The board must make this decision explicitly, with 
full sensitivity analysis, before the Form 10 becomes effective.

$41.6B — FoundryCo's debt load under the 80/20 baseline. This number defines FoundryCo's credit profile, its ability to raise 
additional capital for fab construction, and its relationship with the CHIPS Act funding framework. A FoundryCo carrying $41.6 
billion in debt against a near-term equity value of $16–33 billion [07_published_memo_draft.md] will require either government 
credit support, a CHIPS Act-backed debt facility, or a phased debt transfer structure. The board should model all three before 
finalizing the allocation.

Operational carve-out covers the shared services, IT systems, real estate, and human capital that currently span both 
businesses. Intel's 15% headcount reduction [Intel FY2024 10-K, p. 10, as cited in 12_strategic_sign_off.md] has already simplified 
the organizational structure, but the carve-out will still require 6–9 months of execution work. The critical path items are:

• Separation of ERP and financial reporting systems
• Negotiation of transition service agreements (TSAs) for shared manufacturing infrastructure
• Retention packages for key foundry process engineers, who represent FoundryCo's primary human capital asset
• Establishment of FoundryCo's independent board, with at least two directors with foundry operations experience and 

one with DoD/intelligence community relationships
Go/no-go gate: IRS ruling received, debt allocation board-approved, and TSAs term-sheeted. If the IRS ruling is delayed 
beyond Q4 2026, the board should evaluate whether to proceed with a taxable separation — accepting the tax cost in 
exchange for the strategic and financial benefits of the split — or to extend the timeline by one quarter.
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Quarter Four: Distribution, Listing, and Post-Separation Governance 
(Q1–Q2 2027)
Governing milestone: FoundryCo shares distributed to Intel shareholders, both entities listed as independent public 
companies, and post-separation governance frameworks activated.

The fourth quarter is the execution quarter. The distribution itself is mechanical once the preceding gates have been cleared — 
Intel shareholders receive FoundryCo shares pro rata to their Intel holdings, and the government's 9.9% Intel stake converts 
to a proportional FoundryCo stake through the mechanics of the distribution [07_published_memo_draft.md].

The first 90 days as independent public companies is where separations succeed or fail. Three governance mechanisms 
must be activated on day one:

ProductsCo capital allocation framework: ProductsCo's first act as an independent company should be the announcement 
of a capital return program. The business generates approximately $8–10 billion in estimated annual free cash flow 
post-separation [04_valuation_framework.md], with a capex profile dramatically lower than the integrated company's. A buyback 
program targeting 8–12% share count reduction over three years [04_valuation_framework.md] would add $8–12 per share in 
mechanical uplift [04_valuation_framework.md] and signal to the market that ProductsCo is operating as a capital-light franchise, 
not a capital-intensive manufacturer.

FoundryCo external revenue monitoring: The board should establish a public quarterly disclosure framework for 
FoundryCo's external revenue, with a stated target of exceeding $2 billion in annualized external revenue by the end of 
the first full year of independent operation [04_valuation_framework.md; 06_counterarguments_premortem.md]. The $174 million Q1 
2026 baseline [Intel Q1 2026 Earnings Release, April 2026] must grow by approximately 3x to reach this threshold. The Apple 18A 
ramp is the primary driver; the hyperscaler capacity reservations secured in Quarter Two are the secondary driver.

Government covenant framework: The separation agreement should include binding covenants on FoundryCo's domestic 
capacity commitments, trusted manufacturing availability for DoD workloads, and allied sovereign-AI manufacturing access. 
These covenants are the quid pro quo for the government's cooperative warrant conversion — and the mechanism by 
which FoundryCo earns the sovereign premium in its valuation multiple. A FoundryCo that is merely a commercial foundry 
trades at GlobalFoundries multiples. A FoundryCo with binding government covenants and a 9.9%+ government anchor 
shareholder trades at a blended foundry/defense-prime multiple — the 10–14x EV/EBITDA range that supports the $26–43 
billion base-case enterprise value [07_published_memo_draft.md].

The Call to Action by Constituency
The roadmap above is executable. The question is whether the relevant decision-makers will act within the window.

Intel Board and Management: The fiduciary case is unambiguous. The integrated structure is destroying $9.50 per diluted 
share annually [07_published_memo_draft.md]. The Apple agreement has removed the last credible objection to separation. 
Authorize the formal strategic review by June 30, 2026. Every quarter of delay is a board-level decision to absorb $7.4 billion 
in combined foundry losses and foregone re-rating value [04_valuation_framework.md].

U.S. Policymakers and DoD: The warrant is leverage, not a veto. A negotiated conversion into direct FoundryCo equity gives 
the government what it actually wants — direct ownership of the sovereign manufacturing entity — while removing the 
structural impediment to separation. The $10.9 billion in CHIPS Act funding [03_reverse_morris_trust_legal_research.md] is better 
protected inside a standalone FoundryCo with its own capital structure and management focus than inside an integrated 
company where the products business will always win the capital allocation argument.

Institutional Investors: The probability-weighted expected post-split value is $124.95 per share [04_valuation_framework.md] 
against an integrated reference value of approximately $117 [07_published_memo_draft.md]. The base case produces $72 per 
share in combined value [07_published_memo_draft.md], which appears to favor the status quo until the conglomerate discount 
and the trajectory are properly accounted for. File 13D letters where appropriate. Direct proxy advisors to support the 
separation at the next annual meeting, citing the $35–$78 per diluted share in trapped value [07_published_memo_draft.md; 
10_executive_summary.md].
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Hyperscalers and Strategic Customers: Accelerate process qualification on Intel 18A. Multi-year capacity reservations 
signed before the distribution date are the single most powerful signal of FoundryCo's standalone viability — more powerful 
than any financial model, and more durable than any government covenant. Apple has cleared the trust threshold. The 
question is who signs next.

Calafai Clients and Portfolio Companies: The methodology applied here — sum-of-the-parts valuation, stakeholder-leverage 
mapping, timing-window quantification, and cost-of-delay arithmetic — is not Intel-specific. Every conglomerate structure 
carries a discount. Every discount has a catalyst that can unlock it. The discipline is identifying the catalyst before it expires. 
Schedule a private board briefing within the next 30 days to apply this framework to your own portfolio situations.

Every CEO facing an analogous situation must answer the same question: whether the cost of action — execution risk, 
stakeholder management, organizational disruption — exceeds the cost of inaction, which this report has quantified at $7.4 
billion per quarter and rising. The evidence assembled across these seven chapters gives one answer. The right time to split 
is now — and now has a deadline.
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