Builder.ai collapses under false AI claims and financial mismanagement

[image: ]
Builder.ai, a London-based startup once hailed as a pioneering force in the artificial intelligence landscape, has recently succumbed to insolvency, a fallout that starkly contrasts with its ambitious claims of revolutionising software development. Although the company positioned itself as a leader in no-code solutions, its so-called innovative AI assistant, "Natasha," has been exposed as functionality largely reliant on a substantial team of human engineers based in India. Allegations emerged from Bernhard Engelbrecht, founder of Ebern Finance, asserting that Builder.ai effectively outsourced its programming tasks, routing customer requests to approximately 700 engineers who manually coded applications. Engelbrecht characterised this setup as an elaborate façade, stating, “The entire setup looked like real AI… except it wasn’t.”
The misrepresentation of technology, alongside a series of questionable financial decisions, precipitated Builder.ai's rapid downfall. At its peak, the company had raised around $445 million from high-profile investors, including Microsoft and the Qatar Sovereign Wealth Fund, promising to simplify app development through automation. Yet, as various internal investigations surfaced issues of financial mismanagement, it became clear that the lofty projections—originally touting revenues of $220 million for 2024—were not grounded in reality. Following revisions, projections were slashed drastically, reflecting a revenue adjustment from $180 million to merely $45 million for the last year.
This financial turmoil was exacerbated by a substantial default on a $50 million loan from Viola Credit, which led to the seizure of $37 million from Builder.ai’s accounts. In the wake of this crisis, the company's new CEO, Manpreet Ratia, revealed that not only were debts piling up—$85 million owed to Amazon and $30 million to Microsoft—but also that past leadership had created a troubling backdrop, marked by controversies surrounding founder Sachin Dev Duggal. Although Duggal stepped down as CEO, he retained a position on the board, and his previous legal troubles raised questions about the company's governance.
Moreover, the ramifications of this collapse extend beyond Builder.ai's immediate financial struggles. Phil Brunkard of Info-Tech Research Group remarked on the broader implications for the AI startup ecosystem, suggesting that many ventures in this space have been buoyed by investor confidence that far exceeds the underlying technological capabilities. He emphasised the necessity for proper oversight, stating how the uncritical acceptance of polished marketing often concealed deeper operational weaknesses.
In exploring the reasons behind Builder.ai's decline, it becomes clear that while the promise of “AI-powered” solutions captured the interest of investors, the reality proved to be much less sophisticated. Internal audits indicated not just lax revenue recognition practices but potentially deliberate inflation of sales figures. Cumulatively, these factors have significantly undermined confidence in the company, culminating in its current insolvency proceedings in the UK. As a court-appointed administrator investigates the possibility of recovering assets, the startup's once-promising future now serves as a cautionary tale within the tech industry, highlighting the risks associated with glamourising the allure of AI without validating its substance. 
In a communication to its employees, Builder.ai recognised that past decisions had irrevocably hampered its viability, marking a poignant moment for a company that once strived to redefine software development. The broader AI landscape must now grapple with the lessons drawn from this misadventure, urging future firms to balance innovation with integrity and transparency. 
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