Palantir Lost the FAA's $875 Million Al Award.
Here's What It Actually Means.
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Air Space Intelligence won the FAA's 12-year SMART and FMDS award. The loss matters, but not for the

simplistic reason that Palantir 'lost Al.'

Palantir Technologies was one of the finalists for the Federal Aviation Administration's
high-profile air-traffic modernization competition. The award went instead to Air Space
Intelligence, a much smaller company, for a contract reported at $875 million over 12 years.

The FAA says the award covers two connected capabilities: Flow Management Data and Services, which
is intended to become the data backbone for the FAA's Air Traffic Control System Command Center, and

Strategic Management of Airspace, Routes, and Trajectories, or SMART. The stated goal is to help the
agency anticipate congestion and coordinate traffic before delays occur.

That is a meaningful loss for Palantir. It is also a useful test of whether investors understand the
company they own-or merely assume that every important government Al opportunity must belong to
Palantir.

The loss is real

Investors should not minimize the result. A 12-year, $875 million award would have provided a
visible reference customer, a major aviation deployment, and a long-duration government revenue
opportunity. Winning it would have strengthened Palantir's position in a sector where software
reliability, security, integration, and operational trust can create durable advantages.

Palantir also had a credible reason to be taken seriously. Its products are built around integrating
difficult data environments, putting operational software in the hands of government and enterprise
users, and maintaining auditability in sensitive workflows. Those capabilities are relevant to air
traffic management.

But relevance is not the same as selection. The FAA chose ASI. The right conclusion is that Palantir
did not win this competition-not that the award was somehow irrelevant because Palantir has other
government customers.

Why ASI may have won

The FAA's public description emphasizes a specialized operational problem: forecasting airspace
demand, balancing capacity, and coordinating routes and schedules across a national system. A
focused company can sometimes outperform a larger platform vendor when the customer wants a
purpose-built workflow rather than a general operating layer.

That distinction matters. Palantir's strength is not necessarily that it owns every domain-specific
application. Its strength is providing a software and data layer that can be adapted to many mission
environments. ASI appears to have presented a more narrowly tailored answer to this particular FAA
requirement. A procurement evaluation can rationally prefer that approach even if Palantir remains a
stronger company overall.

The award is therefore evidence of competition in government Al. Agencies are willing to compare a
large, well-known platform company with a smaller specialist when the mission is specific enough and
the specialist's product is ready enough.
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What the loss does-and does not-say about Palantir

It says Palantir's brand is not an automatic procurement advantage. It says a strong government
footprint does not guarantee every adjacent award. It also raises a practical question: how much of
Palantir's future growth depends on expanding from a horizontal platform into highly specialized
applications where smaller competitors may have a tighter product fit?

It does not establish that Palantir's Al platform is ineffective. The FAA did not announce that
Palantir failed at every technical dimension, and a single source-selection result cannot tell
investors whether the difference was product architecture, deployment readiness, price, risk
allocation, prior aviation experience, or some combination of factors.

Nor does it erase Palantir's existing government relationships. A company can lose a major
competition and still win other work. In fact, the competitive result may force Palantir to sharpen
its aviation strategy: partner with domain specialists, make more complete vertical products, or
concentrate on the data and decision systems where its platform has the strongest evidence.

The investor's real question

The important question is not "Did Palantir lose one contract?" The important questions are:

* Can Palantir keep expanding its government revenue without winning every marguee competition?

* Does AIP create measurable deployment and retention advantages, or is it mainly a powerful sales
narrative?

* Can the company defend its position when specialized Al vendors offer a narrower, more tailored
product?

* Does the FAA loss change the long-term estimate of Palantir's addressable government market, or
only the timing and identity of one customer?

Those questions are more useful than treating the award as either a catastrophe or proof that
Palantir's government opportunity is limitless.

Bottom line

Palantir lost an important FAA competition to Air Space Intelligence. That is a negative data point
and should be recorded plainly. But the investment implication depends on the thesis.

If the thesis is that Palantir wins because its name and Al positioning make it the default

government choice, this award weakens the thesis. If the thesis is that Palantir is a durable

operating platform that can compound across many government and commercial workflows, the loss is
more limited-but it still exposes the need for continued product execution and domain-specific
competition.

Contract awards are not scorecards for which company has the best slogan about Al. They are
decisions made for a particular mission, procurement structure, risk profile, and implementation

plan. Investors should read the award, understand the system being bought, and then decide whether
the result changes the company thesis.

Sources: FAA award announcement; Flying coverage of the competition and reported contract value;
Palantir 2025 Form 10-K.

This article is for informational purposes only and is not investment advice. Contract values and
procurement plans can change during performance.
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