Builder.ai collapses into insolvency after revenue slashed amid fraud allegations
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Builder.ai, once heralded as a cutting-edge technology start-up backed by Microsoft and Qatar’s sovereign wealth fund, has succumbed to insolvency following allegations of financial misconduct and significant mismanagement. Originally touted for its promise to simplify app and website development using artificial intelligence, the company’s aspirations have now been overshadowed by an internal investigation that exposed potentially fraudulent sales practices.
Recent revelations indicated a dramatic revision of financial estimates that would leave Builder.ai's revenues unrecognisable. Provisional accounts showed that the forecast for 2024 revenue plummeted from $220 million to a mere $55 million. Similarly, the reported sales figure for 2023, once pegged at $180 million, descended to approximately $45 million. These drastic cuts prompted the company's lenders to declare a default, ultimately leading to the initiation of insolvency proceedings.
Under the watch of founder Sachin Dev Duggal, who vacated his position as CEO earlier this year but retained a seat on the board, concerns about the company’s financial integrity had begun to mount. Uncollected sales dating back several months raised red flags, prompting Builder.ai’s board to commission a law firm to investigate claims of inflated revenues. Reports suggest an organised effort may have taken place to misrepresent sales figures, particularly involving 'resellers' in the Middle East whose legitimacy has come under scrutiny.
Amid this unfolding crisis, Builder.ai's governance faced considerable instability. The departure of Duggal and Chief Revenue Officer Varghese Cherian, along with escalating financial issues, paved the way for new CEO Manpreet Ratia. Upon taking office, Ratia acknowledged a cascade of existing debts—estimated at $85 million owed to Amazon and $30 million to Microsoft—while confirming that the company’s accounts had been frozen, crippling its ability to meet payroll obligations. 
The diminished financial outlook had been coupled with ongoing restructuring efforts, including a notable reduction in workforce, which saw 270 jobs cut. Ratia has emphasised hopes for a turnaround and an orderly wind-down process. Nonetheless, the slashed revenue figures represent a substantial blow not just to Builder.ai’s reputation but also to its stakeholders, many of whom had previously viewed the firm as a high-potential player in the AI landscape.
The implications of Builder.ai’s downfall extend beyond mere financial numbers. Its collapse raises important questions about governance and operational practices within start-ups, particularly those operating in the fast-paced technology sector. Although the company boasted significant backing—over $500 million in funding—it serves as a sobering reminder that financial viability must go hand in hand with ethical practices and accountability.
Compounding the situation is the legal jeopardy surrounding Duggal and other co-founders, who are reportedly entwined in separate criminal cases connected to alleged financial misconduct prior to Builder.ai's turbulence. While Duggal has denied wrongdoing and claimed to be only a witness in investigations involving other ventures, the spectre of legal ramifications could further tarnish the image of a brand once celebrated for its potential to revolutionise app development.
As Builder.ai aims to navigate the complexities of its insolvency, the focus will likely shift toward preserving value for employees and stakeholders, notwithstanding the daunting task ahead. This chapter serves not only as an epitaph for a once-promising venture but also as a crucial lesson within the tech industry about the importance of rigorous oversight and transparency.
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