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THE PROMPT: Is Oracle really still a software company in its classic, historical sense, or has it morphed
into something far more complex, and if so, what?

THE RULING: NO—Oracle is no longer a classic software company. It has morphed into a
capital-intensive Al-compute infrastructure operator (effectively an "Al landlord") whose growth,
valuation, and risk profile are now dictated by GPU-heavy data center capacity and massive, concentrated
Al contracts, rather than database license sales.
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The Prompt

Is Oracle really still a software company in its classic, historical sense, or has it morphed into something far
more complex, and if so, what?

The Ruling

NO—Oracle is no longer a classic software company. It has morphed into a capital-intensive
Al-compute infrastructure operator (effectively an "Al landlord") whose growth, valuation, and risk profile
are now dictated by GPU-heavy data center capacity and massive, concentrated Al contracts, rather than
database license sales.

The company's economic gravity has shifted from selling high-margin, zero-marginal-cost software licenses
to leasing physical compute capacity. This is evidenced by a financial inversion: Oracle is now running a
negative free cash flow deficit of -$24.7 billion to fund a $50 billion capital expenditure buildout, driven by a
contracted backlog (Remaining Performance Obligations) that has exploded to $552.6 billion. While the
legacy database and SaaS businesses remain highly profitable, they now function primarily as the "funding
engine" and defensive moat for the new growth engine: hyperscale GPU leasing to Al labs like OpenAl. The
stock now trades on the success of these infrastructure bets, not on database renewals.

Core Analysis

Oracle has undergone a fundamental structural transformation. The evidence points to a company that has
bolted a low-margin, capital-devouring, customer-concentrated infrastructure business onto a high-margin,
asset-light software core. The complexity—and the danger—lies in the mismatch between these two
identities.

The Growth Engine Shift: From Licenses to Leases

In a classic software company, the marginal dollar of growth comes from selling new licenses or
subscriptions. For Oracle today, the marginal dollar comes from leasing GPU hours.

e The Data: In Q3 FY2026, Oracle Cloud Infrastructure (laaS) revenue grew 84% year-over-year to $4.9
billion. By contrast, Cloud Applications (SaaS) revenue grew only 9% to $3.6 billion, and traditional
software license revenue entered absolute decline (down 1-2%).

* The Mechanism: The laaS growth is driven by "bare-metal” networking and computing
hardware—specifically NVIDIA GPU superclusters capable of natively linking tens of thousands of chips.
This is not software scaling; this is industrial logistics.

* Why It Matters: Identity follows the marginal dollar. When the fastest-growing segment by a massive
margin (84% vs 9%) is the consumption of physical hardware, the company is no longer defined by its
software IP.
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The Backlog Explosion: A Utility's Revenue Profile

The most definitive evidence of the morph is the explosion of Remaining Performance Obligations
(RPO)—the sum of contracted-but-unrecognized revenue.

e The Data: Oracle's RPO surged from ~$97 billion a year ago to $552.6 billion as of Q3 FY2026 (filed in
the 10-Q). This represents a 325%+ year-over-year increase.

e The Mechanism: This jump was driven by "four multi-billion-dollar contracts with three different
customers," explicitly identified by management as Al labs (OpenAl, xAl, Meta). A classic software
backlog is thousands of diversified maintenance renewals. Oracle's backlog is now dominated by a
handful of bespoke, multi-year compute leases. This resembles the contracted-revenue profile of a utility
or a colocation REIT, not a software vendor.

e Why It Matters: The structure of the book has changed. Oracle's future revenue visibility now rises and
falls with the solvency and compute appetite of a few Al hyperscalers, not a broad base of enterprise IT
buyers.

The Capital Intensity Inversion: Heavy-Industry Physics

Classic software companies are asset-light; they generate massive free cash flow because code
reproduction costs nothing. Oracle has inverted this model.

¢ The Data: Oracle guided FY2026 capital expenditures to $50 billion (up from single-digit billions
historically). To fund this, the company is running a trailing twelve-month non-GAAP adjusted free cash
flow deficit of -$24.7 billion.

* The Mechanism: This capital is not going to R&D; it is going to revenue-generating data center
equipment—specifically GPUs and networking gear. Oracle is spending like a chip manufacturer or a
power utility to stand up capacity.

e Why It Matters: A negative $25 billion free cash flow is structurally incompatible with the definition of a
"classic software company."” It proves Oracle is now a capital-intensive industrial operator, where the
marginal product is a physical GPU rack consuming megawatts, not a digital license file.

The Concentration Risk: The "OpenAl" Factor

The morph introduces a fragility that classic software companies do not have: single-counterparty
dependence.

e The Data: While Oracle has elected a disclosure exemption that prevents it from naming the customer in
filings, independent analyst estimates (corroborated by The Wall Street Journal and others) suggest that
a single counterparty—OpenAl—accounts for approximately 54% of the $552.6 billion RPO (roughly a
reported $300 billion contract).

e The Mechanism: This concentration is driven by the "Stargate" project, a joint venture where Oracle
provides the compute capacity for training foundational Al models.

¢ Why It Matters: If OpenAl restructures its spending or the Al capex cycle cools, Oracle's growth engine
stalls immediately. This "utility-like" risk profile—where the firm's fate is tied to the creditworthiness of a
few massive tenants—is a defining characteristic of the new identity.

The Database's New Role: Moat, Not Engine

The software hasn't disappeared, but its function has changed.
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* The Mechanism: The legacy database and SaaS businesses generate high operating margins (~40%+)
and steady cash flow. This cash is now being used to cross-subsidize the infrastructure buildout.

e The Decoupling: Crucially, the Al infrastructure leases (e.g., to OpenAl) do not rely on the Oracle
Database; they are won on price, GPU availability, and network neutrality. The database remains the
"moat" for Oracle's enterprise and multicloud business (e.g., Database@Azure), but it is structurally
decoupled from the Al hyperscaler leasing business.

¢ Why It Matters: Oracle is now two distinct businesses bolted together: a high-margin software cash cow
and a low-margin, high-risk Al landlord. The software is the funding mechanism, not the growth story.

How We Got Here

Scorecard
Claude Gemini DeepSeek Magistral Winner
Opus 4.8 3.1 Pro V4 Pro Medium
GPT-0SS ACCEPT REJECT REJECT REJECT REJECT REJECT Claude
120B Opus 4.8
Mistral ACCEPT REJECT REJECT REJECT REJECT REJECT Claude
Large 3 Opus 4.8
Zhipu ACCEPT REJECT REJECT REJECT REJECT REJECT Claude
GLM-5.1 Opus 4.8
Zhipu ACCEPT REJECT REJECT REJECT REJECT REJECT Claude
GLM-4.7 Opus 4.8
DeepCogit REJECT REJECT REJECT ACCEPT REJECT REJECT Grok 4
ov2.1
671B

Convergence Assessment

The convergence was epistemic (evidence-driven). Position shifts occurred primarily when advocates were
confronted with primary-source SEC filings (10-Qs, earnings releases) that contradicted their claims or
clarified ambiguities. For example, the panel's confusion over RPO figures ($98B vs $455B vs $553B) was
resolved when Claude Opus 4.8 produced the specific Q3 FY2026 10-Q citation. There was no evidence of
affective drift (models changing stance to agree without evidence); in fact, Gemini 3.1 Pro's abandonment of
correct figures was explicitly identified and penalized as sycophantic drift.
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Closing Statements

Claude Opus 4.8: F maintained the core thesis that Oracle is an Al-compute infrastructure operator, refining
the sourcing of the OpenAl concentration claim to acknowledge it as an analyst estimate rather than a filed
disclosure. F also conceded a nuance that cuts against the bear case: Oracle's Q3 10-Q reveals a
customer-prepayment/bring-your-own-hardware structure that shifts some capital risk onto customers. F
argued that while the concentration risk is real, its capital-risk severity is lower than feared, but the structural
identity shift remains intact.

Gemini 3.1 Pro: B fully abandoned the "nuclear utility" thesis and the "power logistics" framing. B reinstated
the financial figures ($50B CapEx, -$24.7B FCF) after initially retracting them, adopting the mechanism of
"GPU leasing" as the marginal unit of consumption. B's final position aligned closely with F's, characterizing
Oracle as a deficit-funded GPU financier using software cash flows to subsidize the buildout.

DeepSeek V4 Pro: A refined the "loss-leader" characterization to "funding engine,” acknowledging that
software margins remain high. A emphasized the "vertically integrated" nature of the operation and the
concentration risk, arguing that the valuation now hinges on the infrastructure leases rather than the software
annuity.

Grok 4: C conceded that aggregating laaS and SaaS under "cloud" obscured the capital intensity of the laaS
growth. C refined the position to acknowledge that while cloud revenue exceeds 50%, the driver of the morph
is the infrastructure intensity and the booking concentration, not just the delivery model change.

GPT-5: D de-emphasized the healthcare/Cerner vertical as central to the identity, acknowledging that the Al
infrastructure buildout is the primary driver of the RPO surge. D accepted "material booking concentration”
but maintained that the precise revenue concentration remains unquantified due to variable consideration
terms.

Magistral Medium: E, who initially relied on outdated 2010 Sun Microsystems acquisition data, adopted the
panel's consensus on current financials (cloud >50% revenue). E's final position was that Oracle is a "cloud
software and infrastructure company,” effectively converging with the broader consensus that a morph has
occurred, albeit with less specificity on the Al-landlord mechanism.

Reality Checks

Claim Challenge Result
Gemini 3.1 Pro: Oracle has Claude Opus 4.8/ Grok 4: No NRC Full Concession: B abandoned the
secured building permits for three dockets or SEC filings exist; this is "nuclear utility" thesis entirely.
Small Modular Reactors (SMRs) to executive rhetoric, not operational
power data centers. reality.
DeepSeek V4 Pro: Oracle's Grok 4 / GPT-5: Software generates Full Concession: A revised framing
software portfolio is a massive operating cash flow at high to "funding engine."
"loss-leader." margins; it is a cash cow, not sold

below cost.
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Claim

Gemini 3.1 Pro: The $553B RPO
and -$24.7B FCF figures are
"fabricated" or "inaccurate
extrapolations."

Claude Opus 4.8: Oracle runs

"over 2 million chips" in Stargate.

Grok 4: The $300B OpenAl
contract is a disclosed,
company-confirmed figure
dominating RPO.

Challenge

Claude Opus 4.8: Produced the Q3
FY2026 10-Q confirming $552.6B
RPO and earnings releases
confirming the CapEx/FCF figures.

GPT-5: No primary source or filing
provides this exact chip count.

GPT-5/ Claude Opus 4.8: Oracle

elected the disclosure exemption; the

figure is media-reported (WSJ), not
in SEC filings.

Result

Revision: B reinstated the figures
after they were proven correct by
primary sources.

Retraction: F withdrew the specific
"2 million chips" claim as unsourced.

Revision: F and C clarified the figure
is an analyst estimate/media report,
not a filed line item.

Next Steps

Next Step

Determine the non-cancellable
portion of the $552.6B RPO.

Quantify the precise
single-customer share of RPO.

Analyze booking-to-revenue
conversion mechanics.

Assess CapEx persistence if Al
demand cools.

Why It Matters

Booking concentration does not
equal revenue concentration if
contracts are cancellable or
usage-based. This is critical for
assessing true risk.

The ~54% OpenAl estimate is
convergent but unfiled. Exact
counterparty risk remains opaque
due to disclosure exemptions.

How does the massive backlog
translate into recognized revenue
given variable consideration and
prepayment structures?

The "infrastructure operator" identity
hinges on sustained Al demand. A

cooling cycle would force a reversion

or asset write-downs.

Confidence

Medium (Mistral Large 3)

High (Mistral Large 3)

Medium (Mistral Large 3)

High (Mistral Large 3)
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Dissenting Opinions

No dissenting opinions were filed in this session.

7 Generated by The Conclave — conclave.murrays.org
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Glossary

Term Definition

CapEx (Capital Expenditures) Funds used by a company to acquire, upgrade, and maintain physical assets such
as property, buildings, an industrial plant, or technology. For Oracle, this now
primarily refers to spending on GPUs and data center equipment.

FCF (Free Cash Flow) The cash a company generates after accounting for cash outflows to support
operations and maintain its capital assets. Negative FCF indicates a company is
spending more cash than it is generating from operations, typical of heavy
infrastructure buildouts.

laaS (Infrastructure as a A form of cloud computing that provides virtualized computing resources over the

Service) internet. Oracle's OCI (Oracle Cloud Infrastructure) is its laaS offering, focused on
compute, storage, and networking.

PaaS (Platform as a Service) A cloud computing model where a third-party provider delivers hardware and

software tools to users over the internet. In Oracle's context, this often refers to
database and middleware platforms.

RPO (Remaining Performance A standard GAAP metric (ASC 606) representing the total amount of revenue yet
Obligations) to be recognized in contracted but not yet fulfilled performance obligations. It
serves as a key indicator of future revenue backlog.

SaaS (Software as a Service) A software licensing and delivery model in which software is licensed on a
subscription basis and is centrally hosted. Oracle's Fusion and NetSuite are
examples of SaaS.

SMR (Small Modular Reactor) A type of nuclear fission reactor that is smaller than conventional reactors. Oracle
discussed these conceptually for powering data centers, but no permits were filed.

Utility A company that performs a public service or provides essential infrastructure (e.g.,
electricity, water) and is often subject to regulation. The term is used
metaphorically here to describe Oracle's heavy capital investment and contracted
revenue profile, though Oracle is not a regulated utility.

Vertical Integration A strategy where a company owns multiple stages of the production or distribution
process. Oracle is vertically integrated by designing its own hardware (Exadata),
running its own software (Database), and operating its own data centers (OCI).
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How The Conclave Works

The Conclave is a structured multi-model deliberation system. Instead of asking one Al model a question and
trusting its answer, the Conclave convenes a panel of independent models, forces them to argue, and
subjects their conclusions to judicial review. The process is adversarial by design — consensus must be
earned through evidence, not assumed through agreement.

Advocates are independent Al models (e.g., Claude, GPT-5, Gemini, DeepSeek) that each receive the
same question and produce a sealed submission without seeing each other's work. Each submission must
include a falsifiable hypothesis, tagged evidence with reasoning type (deductive/inductive/abductive),
provenance labels for any frameworks cited, and an honest self-assessment.

Challenges follow submissions. Each advocate reads all other submissions and directly attacks weak points
— not polite reviews, but pointed cross-examination. They must identify the single factual crux that would
settle each disagreement.

Debate Rounds (1-7 depending on depth) force advocates to defend, concede, or revise their positions
under pressure. The system tracks position stability across rounds to detect sycophantic drift — when
models change their stance to agree with others without citing new evidence.

Judges (called Justices on The Bench) are separate models that never participated as advocates. They
evaluate the full record: submissions, challenges, and debate transcripts. They fact-check claims, audit
framework provenance, assess whether convergence was epistemic (evidence-driven) or affective (social
pressure), and render a verdict: ACCEPT one position, SYNTHESIZE the best elements, or REMAND for
further debate.

Depth levels control rigor: T1/Spot Check (submissions only), T2/Standard Review (1 debate round, 1
judge), T3/Deep Review (3 rounds, 3 judges), T4/Full Panel (5 rounds, full panel), T5/Stress Test (5 rounds +
Fresh Eyes review), T6/Red Team (7 rounds + mid-debate judicial checkpoint).

The system is deterministic code — it cannot be sycophantic. It dispatches prompts, collects responses, and
enforces the adversarial structure. The models argue; the code referees.



