British AI startup Builder.ai collapses amid allegations of revenue fraud and fake tech claims
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Once viewed as a luminary in the artificial intelligence sector, British startup Builder.ai has filed for bankruptcy, signalling a startling collapse for a company that was previously valued at $1.5 billion. Backed by prominent stakeholders including Microsoft and the Qatar Investment Authority (QIA), Builder.ai is now under scrutiny from both UK and US authorities, following allegations of inflated revenue claims and misleading assertions regarding its technological capabilities.
The company's troubles began when creditor Viola Credit, which had extended a $50 million loan to Builder.ai in 2023, seized $37 million from its accounts after a breach of loan terms. This seizure left Builder.ai with only $5 million in cash, which is currently inaccessible due to currency transfer restrictions in India, according to CEO Manpreet Ratia. In the wake of these financial difficulties, a significant reduction in workforce has occurred, with Ratia confirming that most employees have been laid off.
Builder.ai had previously touted itself as a revolutionary force in software development, claiming to deploy AI in the creation of customised applications within a matter of "days or weeks." It attracted substantial investment, completing a $250 million Series D funding round in 2022 led by the QIA and a follow-up investment from Microsoft in 2023. Yet, internal documents and accounts from whistleblowers have since revealed a starkly different operational reality. The firm reportedly relied on over 700 engineers from VerSe Innovation, an Indian technology firm, to build custom applications based on pre-existing templates. This reality was at odds with the company's marketing narrative, which insisted the development processes were predominantly AI-driven.
Further complicating matters are serious allegations of "round-tripping" between Builder.ai and VerSe, where both entities allegedly exchanged inflated invoices, creating the false impression of robust commercial activity. It is believed that Builder.ai presented around $60 million in fabricated revenue figures to investors, while simultaneously making reciprocal payments to VerSe and its subsidiary, Quark Media Tech, purportedly for marketing services. VerSe co-founder Umang Bedi has categorically dismissed these allegations as "absolutely baseless and false," maintaining that his company has never engaged in inflating revenues.
The situation has grown more serious as Builder.ai recently acknowledged the need to revise its 2024 revenue projections downwards by 300% and initiated a comprehensive audit of its financial affairs. Following scrutiny from press inquiries, this admission only came weeks after the concerns raised by former employees gained traction. Long-standing skepticism about Builder.ai's AI capabilities further compounds the situation. Reports dating back to 2019 from the Wall Street Journal questioned the legitimacy of the company’s technological claims, with former staff describing its model as predominantly reliant on human engineers rather than true artificial intelligence.
As Builder.ai's saga unfolds, it prompts broader reflections on the level of due diligence being exercised amidst a surge of investment into the AI sector. The fallout from this high-profile case poses questions about accountability for venture-backed technology companies that promise revolutionary innovations but may deliver far less.
In addition to these financial challenges, the company grapples with leadership issues stemming from Founder Sachin Dev Duggal's past. While Duggal has stepped down as CEO, he continues to hold a board position, which has drawn attention due to his involvement in legal controversies, including an Indian investigation regarding money laundering allegations, of which he claims to be merely a witness. Meanwhile, the potential implications of these cases on Builder.ai's leadership and future prospects remain uncertain.
Amid all this, the newly appointed CEO Ratia remains cautiously optimistic about restructuring efforts, stating the company is focused on improving operations and financial governance. This includes enlisting third-party auditors and seeking to establish a stronger financial oversight in light of concerns regarding past accounting practices.
The unfolding events at Builder.ai illustrate a cautionary tale that serves as a stark warning about the intersections of technology, finance, and investor expectations in the ever-evolving landscape of artificial intelligence.
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