Builder.ai files for bankruptcy amid $37m seizure and fraud investigations
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Builder.ai, the British no-code AI startup that once thrived amid a wave of venture capital enthusiasm, has recently announced its intention to file for bankruptcy protection. This stark shift in fortunes comes after a significant financial blow, with Viola Credit seizing $37 million from the startup's accounts, leaving a mere $5 million in restricted funds and effectively halting operations in five countries. The announcement signals a dramatic realignment for the company, which had previously achieved considerable success and secured over $450 million in funding, including substantial backing from Microsoft and the Qatar Investment Authority.
Established in 2016, Builder.ai carved its niche by providing a platform that enabled businesses to create custom applications with little to no coding expertise. Its technology gained a wider audience during the recent surge in interest in generative AI, aimed at democratising app development for companies lacking technical resources. The startup’s ascent included notable investments, with Microsoft's equity investment designed to integrate Builder.ai's tools into its Azure and AI services, further solidifying the company’s market position. However, these aspirations have now been overshadowed by dire operational challenges and financial scrutiny.
The recent changes at the executive level have drawn significant attention as well. In a bid to rebuild investor confidence, CEO Manpreet Ratia, who replaced Founder Sachin Dev Duggal earlier this year, announced sweeping layoffs and the initiation of bankruptcy proceedings across key jurisdictions, including the UK, US, UAE, Singapore, and India. Ratia’s leadership aims to navigate the fallout from serious financial discrepancies that have emerged. Just months prior, Builder.ai was under fire as reports revealed it had revised its sales figures downward, with allegations of inflated performance during earlier investor presentations. Such claims triggered an investigation into the company's financial practices and prompted a third-party audit of its accounts.
The audit emerged after concerns were voiced by former employees regarding aggressive discounting practices and misreported revenues that were estimated to be up to 25% higher than reality for the latter half of 2024. Ratia has been vocal about the need for transparency amidst these revelations, acknowledging that both internal and external factors have contributed to the ongoing turmoil. The anticipated completion of the audit, expected in summer 2025, aims to clarify the company’s financial standing and ultimately guide its restructuring efforts.
Complicating matters further, Builder.ai’s founders also find themselves embroiled in legal controversies. Reports from early 2024 indicated that both Sachin Dev Duggal and co-founder Saurabh Dhoot faced separate allegations relating to serious financial misconduct, including money laundering and loan fraud. While both have publicly denied any wrongdoing, the investigations have raised concerns regarding the corporate governance and integrity of the leadership team during a tumultuous period.
As Builder.ai embarks on this challenging new chapter, industry observers are watching closely. The fate of a company that once stood as a beacon of innovation in the tech world now hangs in the balance, highlighting the precarious nature of startups reliant on investor confidence and market conditions. If successful, the company's restructuring could signal not only a recovery for Builder.ai but also offer lessons in resilience and transparency for the tech industry as a whole.
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