Builder.ai collapse exposes alleged round-tripping and fake AI claims in UK start-up
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The recent downfall of Builder.ai, a UK-based tech start-up once heralded for its pioneering AI-driven app development services, has sent ripples through the global start-up community. With allegations of financial impropriety at its core, concerns are mounting regarding the company’s integrity and the validity of its much-touted technology. Once a darling of investors, Builder.ai raised over $450 million, positioning itself as a leader in the no-code AI arena. However, accusations have emerged implying deceptive practices, prompting scrutiny from investors, regulators, and industry stakeholders.
The controversy gained momentum following a comprehensive investigative report published by The Economic Times, which identified Builder.ai as allegedly engaging in dubious financial transactions with its partner company, VerSe Innovation. This practice, often referred to as "round-tripping," involves the reciprocal billing of services that are never actually rendered. Such transactions were reportedly observed repeatedly between 2021 and 2024, raising alarms about inflated revenue figures that could mislead investors and artificially enhance the company’s perceived growth trajectory.
Round-tripping, although not novel, has raised particular alarm in the context of a high-profile start-up like Builder.ai, as it suggests a level of corporate manipulation characteristic of far less reputable enterprises. Experts in financial compliance have warned that if the allegations are substantiated, this could amount to deliberate fraud designed to deceive investors during critical funding rounds. VerSe Innovation, facing its own scrutiny, has categorically denied the claims, with Umang Bedi, co-founder, labelling the accusations as “baseless”. Nonetheless, Deloitte, VerSe's own auditor, has flagged significant internal control issues, leading to questions about the integrity of their financial reporting and governance.
Builder.ai’s silence in response to these grave allegations has further exacerbated concerns. In a market already strained by a multitude of governance issues, the ambiguity surrounding Builder.ai's practices is troubling. The start-up ecosystem in India, which is grappling with funding challenges and increased scrutiny, has found these revelations particularly alarming. With many investors now questioning the robustness of due diligence processes, the implications of these developments are profound.
Beyond the financial issues, Builder.ai faces accusations regarding the validity of its technological claims. The company, marketed as a no-code platform with a sophisticated AI assistant named “Natasha”, is now alleged to have operated on a foundation of traditional coding practices rather than true AI automation. Reports indicate that an extensive team of engineers was responsible for the development tasks, contradicting the company’s portrayal as an innovator in AI-driven solutions. Bernhard Engelbrecht, founder of Ebern Finance, highlighted that the outputs delivered often fell short of quality benchmarks, undermining the previously robust façade Builder.ai maintained.
The unfolding scandal coincides with Builder.ai's bleak financial outlook, which has seen the company initiate bankruptcy proceedings across multiple jurisdictions, including India, the USA, Singapore, the UAE, and the UK. The crisis reached a tipping point when Viola Credit, a key creditor, withdrew substantial funds, leaving Builder.ai in a dire liquidity predicament. CEO Manpreet Ratia disclosed that only a minimal balance remained, obstructing the company’s capacity to compensate most of its international staff and leading to significant layoffs.
Originally established in 2012 with promises of revolutionising app development, Builder.ai's trajectory has been one of rising aspirations now marred by systemic failure. Once valued at nearly $1 billion and backed by major investment entities including Microsoft, the company has now become emblematic of the pitfalls within start-up culture that prioritise rapid growth over sustainable practices. 
The repercussions of Builder.ai’s predicament extend beyond its own boardroom and could serve as a cautionary tale for the wider start-up ecosystem. The use of questionable financial practices, along with misrepresentation of technological capabilities, points to worrying trends lurking beneath the surface of numerous high-growth enterprises. As regulatory bodies prepare to scrutinise the cross-border transactions at the heart of this scandal, it remains to be seen what penalties or actions may arise against Builder.ai and VerSe Innovation. This situation underscores the necessity for greater transparency in funding practices, emphasising that unchecked ambition can easily lead to catastrophic failures.
As the dust settles on this unfolding narrative, the wider technological landscape may indeed be forced to reassess its priorities, placing renewed emphasis on integrity, sustainability, and the true value of innovation.
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