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UNITED STATES DISTRICT COURT

DISTRICT OF MINNESOTA
Sezzle, Inc., Case No.
Plaintiff,
V. Jury Trial Demanded
Shopify Inc.,
Defendant.
Complaint

Plaintiff Sezzle brings this antitrust case for damages and permanent
injunctive relief against Defendant Shopify for violations of Sections 1 and 2 of
the Sherman Act (15 U.S.C. §§ 1, 2) and Minnesota law. Sezzle seeks to end
Shopify’s monopolistic and anticompetitive business practices and restore
competition and consumer choice in the increasingly popular markets for “drag-
and-drop” e-commerce platforms and online “buy-now, pay-later” payment
services, and to recover potentially hundreds of millions of dollars of lost profits.

Introduction

1. This case is about stopping Shopify, a Canadian website giant
operating America’s largest e-commerce platform, from charging businesses
unfair fees and manipulating consumers to force them to use Shopify’s online
payment services instead of competing services. Shopify’s anticompetitive
conduct caused all of those people harm and Sezzle to lose significant profits.

2. Defendant Shopify carried out its anticompetitive conduct after
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Sezzle was able to successfully launch and significantly grow its “buy now, pay
later” (“BNPL”) service on Shopify’s drag-and-drop e-commerce platform. BNPL
services are payment services that can be integrated into e-commerce stores, like
those on the Shopify platform, allowing consumers to get instant credit at the
point of sale to buy products on credit and repay them later, interest-free.

3. Shopify dominates the market for drag-and-drop e-commerce
platforms, offering small to medium-sized businesses (called “merchants”) a
comprehensive solution to build and maintain online storefronts and sell
products to consumers online. Shopify touches every aspect of those online
stores, from developing the websites to tracking sales and shipping products, so
consumers can purchase products on merchants” websites. Shopify can do this
because it gives merchants the ability to create websites effortlessly, by using
templates to create websites that look custom-made. Shopify makes it nearly
impossible for these merchants to switch away from its platform by preventing
them from using their websites beyond the walls of Shopify’s platform.

4. Additionally, as part of this, Shopify has its own accelerated
payment checkout system implemented on merchants” websites called “Shop
Pay.” Shopify uses tactics to get as many merchants and consumers as possible to
use that product so it can perpetually capture consumers and take a cut of any

credit card transaction fees from their purchases, resulting in billions of dollars in
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revenue for Shopify. All this has contributed to Shopify capturing millions of
merchants and their customers on its platform, enjoying a market capitalization
of over $140 billion dollars, and becoming the largest e-commerce platform in the
United States.

5. Sezzle is a Minnesota-based company. When Sezzle launched, it was
the first product that allowed U.S. consumers to buy products on a merchant’s
website and pay for them in four interest free installments. This was hugely
beneficial to both consumers and merchants on the Shopify platform because it
gave consumers more buying options and, in turn, greatly increased merchant
sales. So not surprisingly, Sezzle became instantly valuable to consumers and
merchants alike and had massive growth on Shopify’s platform.

6. But after watching Sezzle’s instant success with its merchants,
Shopify intentionally abused its market power in Drag-and-Drop E-Commerce
Platforms to capture the BNPL market on the Shopify platform by copying Sezzle
with its own BNPL service, called Shop Pay Installments, and preventing
merchants and consumers from using any other BNPL providers, like Sezzle.
Shopify executed its plan by using its stranglehold on the market.

7. Shopify did this in several ways. To begin, Shopify used its market
power to set Shop Pay Installments as the default BNPL provider on merchants’

websites. So any new merchant or any merchant who didn’t specify otherwise,



CASE 0:25-cv-02395 Doc.1 Filed 06/09/25 Page 4 of 90

had Shop Pay Installments automatically installed as the BNPL product offering
on its website ahead of every other BNPL offering.

8. Shopity also rigged the checkout process on merchants” websites to
make it extraordinarily difficult for consumers to use any alternative BNPL
providers, like Sezzle. Shopify hid Sezzle and other BNPL providers, as a
checkout option on merchants” websites so consumers couldn’t easily find them.
Even after consumers managed to locate and select Sezzle’s BNPL option on a
Shopify store’s website, Shopify redirected them to a generic form, leading
consumers to mistakenly believe the form was associated with Sezzle. Shopity’s
manipulation allows it to intercept consumers by capturing their information
and then perpetually offering that consumer Shopify’s Shop Pay payment
processing service every time the consumer tries to buy something (by directing
the consumer to ultimately pay through Shop Pay instead of using Sezzle). This
has resulted in would-be Sezzle users becoming incredibly confused and
frustrated, and eventually using Shop Pay Installments instead of Sezzle to make
purchases, which allows Shopify to process all of those sales that would have
gone to Sezzle.

9. Additionally, Shopify imposed technological barriers that decreased
the functionality and consumer appeal of Sezzle’s service. For example, Shopify

took away Sezzle’s ability to offer merchants real-time inventory locking, which
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was a valuable tool that helped merchants prevent oversales and resulting order
cancellations and delays. Shopify then made it so only Shopify (and nobody else)
could offer that beneficial feature to merchants.

10.  Shopify also took away competing BNPL providers” ability to use a
basic Order ID function with merchants that allows merchants to track their sales
and perform basic reconciliation functions. This was competitively significant
because, without the Order ID, merchants couldn’t effectively reconcile
transactions, resulting in decreased efficiency, inventory-management
difficulties, and likely, lost sales. And when merchants can’t perform basic
reconciliations for sales made using Sezzle or other BNPL providers, they often
stop using those platforms.

11.  Finally, after years of allowing merchants to use Sezzle and other
BNPL providers on their websites for no charge, Shopify used its power to force
millions of merchants to enter into anticompetitive contracts, which penalized
them (by charging them) for using Sezzle or another non-Shopify BNPL
provider. This penalty only served to further compel merchants to use Shop Pay
Installments instead of Sezzle or others.

12.  Shopify’s actions had no legitimate business purpose, and Shopify
actively used the anticompetitive barriers it built around its Shop Pay

Installments product as a differentiator and selling point with merchants and
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consumers.
13.  The inevitable outcome is that Shopify’s anticompetitive conduct has
drastically reduced competition in the market for BNPL Services on Shopify’s
platform and harmed both merchants and consumers by:
e preventing them from using payment products they want to use while also

manipulating them to use a payment product they don’t want to use or
wouldn’t use;

e forcing them to pay more for using payment products they want to use;
and

e reducing consumers’ overall buying power in Shopify-based stores by not
being able to use other payment services that are better for them.

14.  Shopify’s intentionally anticompetitive efforts have caused harm to
consumers and merchants, and that harm has flowed down to Sezzle. Indeed, by
2023, Shopity’s BNPL product hadn’t just grown; it had surged to become the
titan of BNPL providers on the Shopify platform, simultaneously cutting Sezzle’s
business with merchants on the Shopify platform in half. By 2024, Shopify’s
estimated BNPL market share with its merchants exceeded 75%. Shopify’s
ongoing misconduct has therefore systematically eroded Sezzle’s business with
Shopify merchants, allowed Shopify to dominate the BNPL market, and reduced
(or eliminated) the BNPL choices and quality available to merchants and
consumers alike. Shopify’s misconduct should be stopped. And Shopify should

be held accountable.
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The Parties

15.  Plaintiff, Sezzle, Inc. is a Delaware public benefit corporation with
its principal place of business in Minneapolis, Minnesota. Sezzle’s mission is to
“financially empower the next generation,” by offering an alternative payment
platform for consumers to buy products online through a merchant’s website
and pay with BNPL installment plans.

16.  Defendant, Shopify Inc. is a corporation organized under the laws of
Canada, with its principal place of business in Ottawa, Ontario, Canada. Shopify
started out as a website company and operates the largest e-commerce platform
in the United States, hosting online stores for millions of merchants and earning
over $8 billion in annual revenues.

Jurisdiction and Venue

17.  Sezzle brings this case under Sections 4 and 16 of the Clayton Act, 15
U.S.C. §§ 15, 26, and the Minnesota Antitrust Law of 1971, Minn. Stat. §§
325D.49-66, and the Minnesota Deceptive Trade Practices Act, Minn. Stat. §§
325D.43-48, to recover treble damages, costs, injunctive relief, and attorney’s fees
for injuries sustained by Sezzle because of Shopify’s violations of Sections 1 and 2
of the Sherman Antitrust Act, 15 U.S.C. §§ 1, 2, Sections 325D.51 and 325D.52 of
the Minnesota Antitrust Law, Minn. Stat. §§ 325D.51, 325D.52, and Section

325D.44, Subdivision 1(13) of the Minnesota Deceptive Trade Practices Act,
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Minn. Stat. 325D.44, Subd. 1(13).

18.  This Court has jurisdiction over the subject matter of this action
under 28 U.S.C. §§ 1331, 1337, 1367(a), and Sections 4 and 16 of the Clayton Act,
15 U.S.C. §§ 15(a) and 26.

19.  This Court also has jurisdiction pursuant to 28 U.S.C. § 1332. There
is complete diversity of citizenship between Sezzle and Shopity, and the amount
in controversy exceeds seventy-five thousand dollars ($75,000.00), exclusive of
interest and costs.

20.  This Court has personal jurisdiction over Shopify because, among
other things, Shopify (i) transacted business throughout the United States,
including in Minnesota, (ii) provides its e-commerce platforms throughout the
United States, including for thousands of online stores located in Minnesota, (iii)
advises its customers on how to start a business in Minnesota,! (iv) sent
personnel to Minnesota to investigate Sezzle’s business for anticompetitive
purposes, and (v) engaged in anticompetitive conduct that was directed at, and
had the intended effect of, causing injury to Sezzle in Minnesota, as well as
merchants and consumers residing in, located in, or doing business in

Minnesota. In addition, this Court separately has personal jurisdiction under

1 See https:/ /www.shopify.com /blog/how-to-start-a-business-in-minnesota;
https:/ /www.shopify.com/blog/how-to-start-an-llc-in-minnesota.

8
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Minn. Stat. § 543.19 because Shopify engaged in wrongful conduct causing injury
to Sezzle in Minnesota.

Factual Allegations

I. Sezzle pioneered “By Now, Pay Later in 4 installments” payment
services in the United States.

21.  Sezzle was founded in 2016 to empower consumers by offering
interest-free options for financing purchases primarily at online merchants
without undergoing lengthy credit checks, paying large amounts of interest, or
damaging their own creditworthiness.

22.  Inthe wake of the Great Recession, Sezzle was designed as a
solution to give younger consumers, and others with no or low credit scores,
access to credit that they wouldn’t otherwise have. Sezzle’s goal is to help
consumers manage spending responsibly, build financial knowledge, and
achieve financial independence, all while connecting them with access to a global
network of merchants. Sezzle’s model also greatly benefits merchants by
amplifying consumers’ purchasing power and increasing sales.

23.  Sezzle was the first company to offer BNPL Services to online
merchants and consumers in the United States. Other companies soon followed
with competing BNPL products in the United States, including Klarna, QuadPay,
Afterpay, and PayPal.

24.  After creating a Sezzle account—which a consumer can easily do in a
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couple minutes online—a consumer can purchase goods and services at any
merchant that accepts Sezzle. Consumers who do this get a payment plan from
Sezzle, which typically divides the purchase amount into four equal payments
that the consumer pays over six weeks. Sezzle’s service is sometimes called “Buy
Now Pay Later,” or “Pay in Four,” or “BNPL.”

25.  Unlike financing through credit cards, the consumer generally pays
no interest on purchases made with Sezzle. And because Sezzle underwrites each
transaction on the consumer’s account, the consumer isn’t able to accumulate
significant debt with Sezzle. Additionally, if a consumer doesn’t meet their
repayment obligations, Sezzle stops that consumer’s ability to make more
purchases until they become current on their payments, and then lets them
purchase again.

26.  For those consumers who wish to build their credit histories, Sezzle
even offers a unique service called “Sezzle Up” that enables consumers who
choose to enroll to have their payments reported to credit bureaus. This can be a
great benefit to consumers. In fact, in many instances, consumers who made on-
time payments while enrolled in Sezzle Up have seen credit scores increase
within the first four months of reporting, and as of June 2025, Sezzle Up has been
used to report over 20 million transactions to credit bureaus.

27.  Merchants can sign up to accept Sezzle payments by completing a

10
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simple online process. In exchange for accepting Sezzle, merchants agree to pay
Sezzle a small per-transaction fee, plus a percentage of the transaction amounts
processed on Sezzle.

28.  While this percentage is higher than what is charged by credit card
issuers, merchants who accept Sezzle find that it lowers barriers (cash and credit
availability) that prevent some customers from buying. In particular, the
additional sales revenue that Sezzle generates by expanding the base of potential
purchasers more than compensates for those fees. Moreover, Sezzle assumes the
credit, fraud, and chargeback risks for these merchants.

29.  Sezzle also created and enabled real-time inventory locking for
Shopify merchants. This feature prevented merchants from
“overselling”—making sales for products that are not in inventory—by locking an
item out of the merchants” inventory once its placed in a customer’s shopping
cart.

30.  Sezzle’s inventory locking was a desired feature for Shopify
merchants and their consumers. That’s because overselling results in sales
cancellations or delays, which the consumer typically holds against the
merchant, potentially causing that merchant to lose a customer for life.

31.  Sezzle’s BNPL Service is generally free to consumers making

purchases from Shopify-based merchants, as there are no interest charges and no

11
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fees for consumers who make payments on-time from their bank accounts or
debit cards.

32.  Like consumers, merchants can easily set up Sezzle in minutes.
Merchants simply download Sezzle and add it to their checkout. And then,
because of Sezzle’s customer-friendly design, Sezzle is automatically added as a
payment option, along with major credit and debit cards and whichever other
forms of payment the merchant would like to offer.

33.  After a consumer’s transaction is completed, Sezzle deposits the
total purchase amount, less Sezzle’s fee, into the corresponding merchant’s
account.

34.  Sezzle’s online-purchase process is also seamless from the
consumer’s perspective. When a consumer selects Sezzle as their payment
method for a purchase, they simply log into their Sezzle account, where they can
see how much is due at the time of purchase and in subsequent installments, and
click “complete purchase.”

35.  Consumers pay for Sezzle purchases on the required installment
dates by linking their repayment source to their Sezzle account, from which their
funds are withdrawn automatically or manually, at the consumer’s option.
Sezzle also gives consumers some flexibility to move installment dates to meet

their needs.

12
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36.  After a consumer sets up a Sezzle account, they can shop at Sezzle-
enabled merchants” websites and through Sezzle.com or the Sezzle app, where
they can apply rewards earned on purchases made through Sezzle and/or may
receive special offers at participating Sezzle-enabled merchants.

37.  Because of Sezzle’s features and ease of use, Sezzle experienced
huge growth in the years after it launched and as BNPL caught on with
merchants and consumers. And that growth was expected only to continue as
time went on.

II. The e-commerce platform industry revolutionized how businesses and
consumers interact online.

38.  Sezzle’s growth and success in the BNPL industry dovetailed with
the emergence of e-commerce platforms.

39.  In the early days of the internet, an aspiring online merchant needed
to design its website manually—a process that was expensive, time-consuming,
and required technical knowhow. Next came online marketplaces like Amazon
and Ebay, which aggregate products from a variety of sellers on a single website,
providing sellers access to the online marketplace’s customer base in exchange
for a commission, but don’t allow the sellers to control their own branding or
customer relationships.

40.  After that, services known as e-commerce platforms emerged to

assist merchants in designing, building, and maintaining their own online stores.

13
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E-Commerce platforms utilize software for building and running an online store,
while performing other retail functions such as marketing, inventory
management, and payment processing.

41.  Usually for a fee or subscription, e-commerce platforms provide
merchants with online templates with which they can design websites that allow
the merchant to maintain its own branding and “look and feel” as if it had
designed and programmed its own site from scratch.

42.  Shopity is a full-service e-commerce platform that facilitates the
creation and management of online stores. Like other e-commerce platforms,
Shopify’s subscription-based service allows merchants to set up an online store
and market their products directly to consumers.

43.  Shopity and other e-commerce platforms developed an online retail
channel that was entirely distinct from digital marketplaces like Amazon,
because they allow the merchants to operate their own direct-to-consumer online
stores and allow the merchants to maintain control of their own branding and
customer relationships. In contrast, merchants on Amazon’s site receive access to
Amazon’s customer base, but must pay commissions to Amazon as high as 50%
of their sales, don’t have the opportunity to customize the look of their website,
aren’t given access to all of the customer analytics available through e-commerce

platforms, and don’t have the same ability to market directly to their customers

14
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with promotions and new releases.

44.  Founded in 2006, Shopify became the leading solution for small to
medium-sized businesses looking to sell products online without extensive
technical investment. That’s because Shopify developed an all-in-one, easy-to-use
“drag and drop” interface that enabled merchants to build their websites and
online stores without the need for any technical expertise.

45.  As the name suggests, “Drag-and-Drop E-Commerce Platforms”
allow small to medium-sized merchants—usually not technically advanced and
having relatively little capital to invest in website building—to create their
websites by using predesigned templates and taking images from their
computers, “dragging” them into website templates and “dropping” them where
they want them placed. As such, Drag-and-Drop E-Commerce Platforms enable
any merchant with basic computer skills to relatively quickly and effectively
create an online platform to sell its goods or services.

46.  E-commerce platforms also enable merchants to integrate certain
proprietary and third-party services into their websites. For example, a clothing
store might integrate a service that helps its customers choose the correct size, or
a pet food seller might add a subscription service that facilitates regular
shipments of dog food. Or, as relevant to this case, a merchant might incorporate

a service that expands consumers’ options for payment, such as Sezzle, Afterpay,

15
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or Klarna.

III.  For years, Sezzle’s and Shopify’s services complemented each other, and
each profitably contributed to the explosion in e-commerce.

47.  Sezzle’s user-friendliness and consumer-centric business model has
earned it one of the highest favorability ratings among consumers in the BNPL
market.

48.  Merchants have also had extremely positive results from offering
Sezzle as a payment method. In fact, merchants that utilize Sezzle have reported,
on average, a 20% uplift in average order value, 10% increase in purchase
frequency, and a 50% decrease in returns—all metrics that deliver immediate
results to merchants” bottom lines. And merchants that choose to be listed on
Sezzle’s website also report seeing up to a 10% increase in revenue.

49.  Soit’s not surprising that Sezzle’s merchant and consumer
satisfaction led to a rapid adoption of Sezzle’s service, which contributed to
Sezzle’s significant success and growth in revenue.

50.  Sezzle’s growth with and adoption by Shopify stores was
particularly strong. For example, from January 1, 2019 through June 1, 2021, the
total value of Sezzle transactions on Shopity stores increased over 1200%, and the
number of Shopify stores using Sezzle tripled. Sezzle was poised for even greater

growth rates with Shopify stores as the BNPL market itself continued to grow.
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IV. Shopify became the dominant Drag-and-Drop E-Commerce Platform.

51.  In the years since its founding in 2006, Shopify has grown to become
the largest e-commerce platform in the United States and the dominant provider
of Drag-and-Drop E-Commerce Platforms for merchants.

52. Indeed, Shopify hosts approximately 4.4 million active merchant
websites worldwide. And this figure dwarfs the next-largest providers of Drag-
and-Drop E-Commerce Platforms, Wix (approximately 700,000 active websites),
Squarespace (200,000), and Square (300,000).

53.  It's even likely that the number of active websites significantly
underestimates Shopify’s market power because Shopify-based merchants
generally do more business than those on rival Drag-and-Drop E-Commerce
Platforms, such that Shopify merchants generate far greater revenues per
merchant, especially through the payment platforms that are central to this case.

54.  Additionally, once a merchant creates and publishes its website on
Shopify, several factors make it extremely difficult and impractical for the
merchant to switch to another provider. There are multiple reasons for this.

a. Shopify doesn’t allow its merchants to simply take their
websites with them to use on another platform. Nor does Shopify let
merchants download the website’s design files or narrative content and

instead limits them to taking a single comma-separated values (“CSV”)

17
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file. So that effectively requires the merchants to start over creating the
design and descriptive work they used to build their Shopify store. And
merchants that aren’t familiar with how CSV files work (which most
merchants likely aren’t), are left without any of the information they used
to run their Shopify-based websites.

b. Additionally, transferring the merchant’s website domain
from Shopify to a new platform involves a multi-step process that is
technically prohibitive to many merchants.

C. Also, transferring the merchant’s domain to a new platform
results in significant delays that can impact the merchant’s business. The
transfer itself can take up to seven days, and depending on the protocol
used by the new platform, the merchant’s website could experience errors
for up to 90 days after transfer, which could be devastating to the
merchant.

d. Finally, Shopify provides its merchants with access to, and
integration with, many different easy-to-use apps that merchants rely on to
operate many different aspects of their businesses. And without the same
level of access to these apps (that they’ve come to rely on), merchants find
it difficult to operate their businesses effectively.

55.  And if any of these steps don’t go smoothly, merchants could see

18
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their online shops go “down,” might lose customer data, and their prioritization
on search engines like Google might suffer. This migration process is often too
time-consuming for the average small to medium-sized merchant that makes up
the majority of Shopify users.

V.  Shopify also developed and cemented its own payments processing
business.

56.  In 2013, Shopify launched a payments processing business called
“Shopify Payments,” which has become Shopify’s largest source of revenues and
profits.

57.  Shopify Payments enables Shopify-based merchants to process
credit-card transactions directly on their websites. Shopify sets Shopify Payments
as the default payment processor when merchants enroll with Shopify, and
Shopify Payments has incredibly high adoption rates (about 88% to 90% or more)
by Shopify merchants in the United States.2

58.  Shopity earns a percentage of every transaction processed through
Shopify Payments. For example, if a customer’s $100 credit-card purchase is
processed through Shopify Payments, Shopify charges the merchant a
percentage of that $100 (often around 2.9% + $.30), and would therefore collect

approximately $3.20 from that $100 charge. And that’s likely why Shopify

2 See Shopify Annual Reports 2021-2024.
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Payments accounted for most of the $6.5 billion in revenue for Shopify’s
“merchant solutions” business in 2024.3

59.  Inaddition to its payment processing business (Shopify Payments),
Shopity offers a related “accelerated checkout” product called “Shop Pay.” Shop
Pay accelerates the checkout process by saving and automatically entering
consumers’ purchase-related information (name, email, address, phone number
and credit card number) when they go to purchase products on Shopify-based
merchants” websites. For example, when a consumer goes to check out on a
merchant website using the Shopify platform, the consumer can select Shop Pay
as their payment option, and Shop Pay automatically provides the consumer’s
payment and shipping information to the merchant and completes the
consumer’s purchase using that information. Purchases made through Shop Pay
are processed through the Shopify Payments system. Shop Pay does this
automatically for the consumer’s future purchases with all Shopify merchants
that use Shop Pay, which allows Shopify to ensure that all of that consumer’s
future purchases are also processed using Shopify Payments.

60.  Shopify offers Shop Pay for free to merchants that subscribe to the

Shopify platform and enable Shopify Payments to process their credit card

3 See Shopify’s 2024 Annual Report at 53.
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transactions.* And Shop Pay is automatically installed for merchants that use
Shopify Payments.5

61.  So, while Shopify markets Shop Pay as a way for merchants to
increase their conversion rates,® Shopify’s real motivation in offering Shop Pay,
and automatically pairing it with Shopify Payments, is to guarantee that it
benefits from every consumer transaction and keeps getting the billions of
dollars in fees it takes in through Shopify Payments.

VI. Shopify intentionally copied Sezzle’s innovative BNPL product and
business model.

62.  Originally, Sezzle and Shopify had the quintessential symbiotic
relationship—each contributing to the demand for the other’s services. In a truly
competitive market, Sezzle’s and Shopify’s services would be complementary
because Sezzle’s BNPL product greatly benefits the same small to medium-sized
merchants that Shopify’s Drag-and-Drop E-Commerce Platform serves. Sezzle
even referred merchants to Shopify in the early years to help Shopify grow.

63.  That’s how a fair marketplace works, and that’s how it was when
Sezzle launched in 2017, when merchants first had the ability to select and install

Sezzle on their Shopify-based websites. Merchants installed Sezzle to grow their

4 See https:/ /www.shopify.com/shop-pay (“Get it free with Shopify Payments”).

5 See id. (“ Any merchant using Shopify Payments gets Shop Pay automatically”).

6 See id. (“As much as 50% better conversion compared to guest checkout”).
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sales, which made Shopify even more attractive to merchants. Similarly, Sezzle’s
availability on Shopify helped distribute Sezzle’s product and contributed to
Sezzle’s rapid growth among Shopify-based merchants. On information and
belief, by 2019 or 2020, Sezzle was the fastest growing BNPL payment option for
merchants on the Shopify platform.

64.  Shopify then soon recognized that Sezzle would continue to
generate huge revenue outside of Shopify Payments with a product that Shopify
didn’t currently offer. And Shopify didn’t want that to continue.

65.  Soin 2018, only a year after Sezzle launched on Shopify, Shopify
sent two senior executives to visit Sezzle’s headquarters in Minneapolis to learn
as much as they could about Sezzle’s successful business. Shopify did this under
the guise of “corporate development,” and falsely suggested to Sezzle that
Shopify was interested in acquiring or joint-venturing with Sezzle. But on
information and belief, Shopify’s only purpose was to get as much knowledge
about Sezzle’s business as it could so that Shopify could copy it.

66.  In fact, soon after meeting with Sezzle, Shopity started speaking
with potential technology partners to help Shopify launch its own BNPL service.
And even though Sezzle was one of the leading BNPL services on Shopify (and
had an established track record of success on Shopity’s platform), Shopify didn’t

even contact Sezzle.
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67.  Shopify knew merchants wanted BNPL products like Sezzle’s
because they increased conversion rates and order amounts. And Shopify knew
how much consumers wanted the interest-free, flexible payments that they got
with BNPL products like Sezzle. So in May 2020, Shopify announced that it
would come out with a BNPL product that would “enable merchants to sell
more—enable you to sell more—increase your cart sizes and inevitably increase
conversion rates because there is that new choice of how a consumer wants to
pay.” But of course none of this was “new” because Sezzle had been offering it
for years.

68.  Then, later in 2020, instead of talking with Sezzle about working
together, Shopify chose to enter into a BNPL partnership with a company called
Affirm, which at that time didn’t even have a “pay in four” BNPL product like
Sezzle’s. Nor, on information and belief, did Affirm cater to the types of small to
medium-sized merchants that Sezzle did and that comprised the vast majority of
Shopify-based stores. But Shopify’s reasons became clear because in exchange for
choosing Affirm, Shopify received warrants to purchase 20,297,595 shares of
Affirm’s stock for $.01 per share.” Shopify’s warrants automatically vested when

Affirm conducted its initial public offering six months later. Just days after

7 See Affirm Holdings Inc.’s (“Affirm”) November 18, 2020 S-1 Registration
Statement at 172.
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Affirm’s initial public offering, those shares became worth well over $2.3 billion.

69.  Then, one year after Shopify partnered with Affirm, on June 10,
2021, Shopity launched its BNPL product called “Shop Pay Installments.”
Shopify immediately incorporated Shop Pay Installments into the Shop Pay
accelerated checkout which, as explained earlier, saves and prefills consumers’
payment and shipping information so that their orders can be completed more
quickly and so Shopify can capture the consumers’ information and lock them
into using Shop Pay for future purchases.

70.  In addition, after Shopify incorporated Shop Pay Installments into
Shop Pay, Shopify installed and activated Shop Pay Installments as a default on
all Shopify-based merchants” websites. Shopify also made it so merchants would
receive payments from Shop Pay Installments transactions into the same bank
account as they receive payments associated with traditional Shopify Payments
transactions.8

71.  According to Shopity, its Shop Pay Installments “buy now, pay later
solution,” is now “the largest installment payment provider for Shopify

merchants in the United States.”?

8 https:/ /help.shopify.com/en/manual /payments/shop-pay-
installments / getting-paid #processing-rates-and-fees-for-shop-pay-installments.

9 https:/ /www.shopify.com/shop-pay-installments.
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72.  Shop Pay Installments is also priced similarly to Sezzle, charging
merchants a per-transaction fee and a percentage of the transaction amount (this
percentage is higher than in traditional credit card transactions because it
includes traditional processing fees and the repayment risk associated with
accepting installment payments from the consumer).10 Shopify therefore used
Shop Pay Installments to significantly enhance Shopity’s profitability because it
earns more than it does in a Shopify Payments transaction. As a result, Shop Pay
Installments is able to protect Shopify’s main revenue stream (from Shopify
Payments), while also increasing Shopify’s potential revenues from transaction
fees.

73.  Shopify markets Shop Pay Installments to merchants by saying: “Get
Paid up front in full while letting customers split purchases into interest-free
payments, or monthly installments. Available online and in-store. No hidden, or
late fees. Plus no impact to customers’ credit scores.”1? And Shopify says that
consumers who use Shop Pay Installments spend up to 50% more on their

purchases, and abandon their shopping carts (before purchasing) 28% less.

10 https:/ /help.shopify.com/en/manual / payments /shop-pay-

installments / getting-paid #processing-rates-and-fees-for-shop-pay-installments
(“When a customer uses Shop Pay Installments, [the merchant is] charged a
higher transaction fee because it also includes the standard Shopify Payments
processing fee.”).

1 https:/ /www.shopify.com/shop-pay-installments.
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VII. Not content with just dominating the market for Drag-and-Drop E-
Commerce Platforms, Shopify leveraged its position to take over the
BNPL market on Shopify.

74.  This isn’t a story about Shopify copying Sezzle to try to compete
fairly. Sezzle wants healthy competition, which only benefits the merchants and
consumers it serves. And Sezzle knows that it would have continued to win
consumers’ and merchants” business, and grow its revenues, despite Shopify’s
copycat BNPL offering.

75.  But healthy competition was never in Shopify’s gameplan. Instead,
Shopify set up several artificial roadblocks that make it incredibly hard for
consumers to make purchases using Sezzle on Shopify-based merchants’
websites and make it financially infeasible for Shopify-based merchants to allow
their customers to use Sezzle to make purchases. These efforts included several
measures designed to steer business away from Sezzle and other BNPL
providers, and to Shop Pay Installments including:

e Installing Shop Pay Installments as a default checkout option, while
obscuring Sezzle and other BNPL options in the checkout process.

e Decreasing the functionality of Sezzle and other BNPL providers.

e Imposing a financial penalty on merchants and charging them for using
Sezzle and other third-party payment services.

A.  Shopify hid Sezzle from checkout screens, and then prevented
Sezzle from signing up new merchants.

76.  Even before it launched Shop Pay Installments, Shopify started
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testing changes or updates to Shop Pay and buried Sezzle as a checkout option
on Shopify-based merchants” websites. This caused merchants to think that
Sezzle was removed and wouldn’t be coming back. But when merchants
complained, Shopify’s technical support untruthfully told them that Sezzle
caused the problem and it was all caused from a bug in “Sezzle’s” software.

77.  Indeed, after Sezzle verified that its software wasn’t causing the
problem, Shopify confirmed that Sezzle’s “disappearance” was caused by
Shopify’s testing. To ease merchants’ concerns about this problem, Sezzle took
action and sent an email to those merchants explaining what happened and that
the issue wasn’t caused by Sezzle and was instead caused by Shopify’s testing.
Sezzle also urged them to contact Shopify with any questions.

78.  Shopify apparently didn’t like Sezzle telling the truth. And in an act
of pure power, Shopify instantly reacted by strong-arming Sezzle into emailing
merchants to tell them that Sezzle hadn’t actually been removed from their
websites, but instead that certain customers had merely “experienced a different
flow.” Shopity also told Sezzle that its message had to come across as if Sezzle
had verified this. And Shopify’s demand was laced with a thinly veiled threat:
Shopify’s C-level management was watching and would take significant action if
Sezzle didn’t comply. So, fearing that Shopify would do something to cause

more harm to Sezzle on its platform, Sezzle grudgingly sent the message. But
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Sezzle made it clear that Shopify (and not Sezzle) was behind the “different
flow” explanation for Sezzle’s disappearance from merchants” websites.

79.  Shopify apparently didn’t like this either. It then demanded that
Sezzle’s CEO send a new email to merchants to further diminish Shopity’s
responsibility for Sezzle not being available on their websites. Shopify warned
Sezzle too that Shopify’s CEO was behind this request, and that he wanted
Sezzle’s CEO to essentially vouch for Shopify’s supposed good intentions
towards its merchants. While this was happening, Shopify relegated Sezzle’s
functionality to “beta” across the entire Shopify platform, which prevented any
Shopify-based merchants from signing up with Sezzle. And Shopify refused to
reinstate Sezzle’s full functionality until after Sezzle’s CEO sent the email.

80.  This shows Shopify’s market power and willingness to wield that
power to get what it wants and to harm Sezzle and other similar BNPL
platforms.

B. Shopify put up roadblocks to force consumers to use Shop Pay,
and to make it incredibly difficult for consumers to use Sezzle.

81.  Since launching Shop Pay Installments, Shopify has taken significant
steps, and built up significant barriers, to ensure that it earns as much revenue as
it can from each transaction on its merchants” websites, and that its ability to earn
those fees isn’t eroded or threatened by competition. And Shopify used Shop Pay

as its number one tool to do this.
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82.  Shopify uses Shop Pay to protect its Shopify Payments revenue
stream by making it incredibly hard for consumers to find Sezzle (or other
similar BNPL providers) on Shopify-based merchants” websites, and making it
practically impossible for those consumers to use Sezzle to complete purchases
on those websites. As shown below, Shopify effectively buried Sezzle deep
within its merchants’” checkout sequences, behind multiple clicks and confusing
prompts that make it hard and impractical for consumers to use Sezzle to buy
products.

83.  Shopify has done this while pervasively embedding Shop Pay into
its merchants’ checkout flows to the point that consumers, even those that want
to use Sezzle or other similar BNPL providers, are all-but forced to make their
purchases with Shop Pay (including Shop Pay Installments).

84.  For example, in order to use Sezzle to purchase an item, the
consumer is confronted with a labyrinth that often starts with Sezzle’s
availability on the merchant’s website being prominently displayed on the
product page like below. This makes the consumer believe that they’ll be able to

make their purchase through Sezzle.
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a Customer is presented with the Sezzle offer on the listing

Crewneck

$30.00USD

Or 4 payments of $7.50 USD with @ sezzle ®
shipping calculated at checkout.

Pay over time for orders over $35.00 with shop 3
Learn more

85.  After the consumer adds an item to their shopping cart and clicks on
the checkout button, they’re taken to the checkout process shown below. But in
order to use Sezzle, the consumer has to keep scrolling all the way to the bottom
of the screen and select the radio button next to “Buy Now, Pay Later with

Sezzle” that is buried near the bottom of the screen. That looks like this:
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a 2 Customer is prompted to enter their information and select
a payment method.

Contact L

: - ] Customer
Detivery must scroll
United States d OWn to f| n d

Sezzle

Payment

[ ©Q CreditCara

Payment
Options
i (including
Buy Now, Pay Later with Sezzle @ Sezz le)

Klarna - Flexible payments Kiarna

Atfirm- Pay Over Time

Afterpay

shop@ Pay in full or in Instaltments

86. Then, to use Sezzle, the consumer selects the radio button next to

Sezzle, and has to scroll further down to click the “Pay now” button, like this:
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Customer actively chooses Sezzle as their preferred
a ¢ method by clicking the checkbox (Buy Now, Pay Later
with Sezzle)

Payment

Credit Card

PayPal

o ’Buy Now, Pay Later with Sezzle

After clicking “Pay now", you will be redirected to Buy
Now, Pay Later with Sezzle to completeyour purchase
Securely.

Once clicked the customer is informed that “After
a 4 clicking “Pay now”, you will be redirected to Buy

Now, Pay Later with Sezzle to complete your purchase

Securely.”

87. At this point, despite choosing to pay with Sezzle, Shopify doesn’t
actually take the consumer to Sezzle. Instead, Shopify redirects the consumer to
the top of the checkout screen where red boxes around the email and contact
information tell the consumer to enter their email address and contact

information in order to move forward with the transaction. That looks like this:
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Customer hits the “Pay now” button and expects to be
@ sl redirected to Buy Now, Pay Later with Sezzle to
complete their purchase

|
@ sezzle

1_I

@)
Expectation

over time with Sezzle

Where
Customer is
taken instead

0 But customer is instead taken to a Shop Pay screen to
enter their information

88.  After the consumer types in their email address and contact

information, Shop Pay then sends them a verification text or email. And once the
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consumer verifies their information, they’re then prompted to complete the

purchase using Shop Pay, like this:

0 7 Customer adds their information and is taken to
another Shop Pay Page

shop &3

v

shop 3

email@email.com

Address

USPS Ground Advantage - $6.21

If Customer chooses “Pay Now,” they will purchase
using Shop Pay. Customer is never instructed that they

@ have to click the small “Continue as guest” link at the
bottom of their screen to use their chosen payment
method of Sezzle

89.  When the consumer finally reaches the options shown above in the
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checkout process, they can only proceed with Sezzle if they first click on the tiny
link at the bottom of the screen to “Check out as guest.” This link will reactivate
the previously hidden payment options, including Sezzle. But if the consumer
selects the large “Pay now” button, they’ll end up completing the purchase using
Shop Pay or Shop Pay Installments (presumably Shop Pay Installments if the
consumer was planning to use Sezzle). Not only will the consumer not use Sezzle
in this situation, the consumer may not even realize that they're effectively being
forced to use Shop Pay or Shop Pay Installments. This is especially likely if the
consumer selects to “pay in 2 installments” because the consumer may well
believe that those installment payments are being arranged through Sezzle (after
all, the consumer began the checkout process by choosing to pay in installments
with Sezzle, the consumer knows Sezzle offers installment payments, and the
consumer never affirmatively selected Shop Pay or Shop Pay Installments for the
purchase).

90.  The response from merchants and consumers to Shopify’s
manipulation to hide Sezzle has been overwhelmingly negative. And many
merchants and consumers have complained that they can’t find Sezzle in
comments like this:

e “We are having an issue with Sezzle not being an option at checkout. I'm
losing customers because of it.”

e “Im [sic] in my check out right now on my store and still do not see an
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option for sezzle to check out. I only see shop pay. If I'm not finding the
option neither are my customers... The only way I'm able to fix it [| seems is
to deactivate shop pay all together.”

e “It says Sezzle is an option at checkout but Shopify takes over and denies
it. Can’t find Sezzle at checkout.”

91.  One merchant summed up these obstacles in a post on a Shopify
message board titled “Why is Shop Pay blocking other checkout options?” That
merchant complained “SHOP PAY blocking poeple [sic] from progressing to
checkout as a guest or use other payment options. When SHOP PAY is enabled,
when I click on the CHECKOUT Button, it forces me to SHOP PAY app. It does
not let me progress to checkout where I can select other payment options or
check-out as guest.”

92.  Other merchants echoed those frustrations, and complained about
the impact on their sales:

e “I'm having the exact same problem. It’s creating chaos with customers
either leaving our checkout because they cannot figure out how to order

via AfterPay or placing orders with ShopPay in error and then ringing us
asking for refunds.”

e “Same issue,  have complained about it before and they do not care. I
think it’s totally intentional. People should be able to checkout with the
method they would like, not be forced into using Shoppay. I know I'm
losing sales over this.”

93.  These are just a few of the complaints and other similar merchant
complaints include comments like:

e “lI am having similar issues with Shop Pay. After a customer clicks on Shop
Pay once they are auto-redirected to Shop Pay on all subsequent
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checkouts.”

“If I want to use Shop Pay I will click on it once I'm ready to checkout. But
if I already know I want to pay via another method and I hear my phone
buzz with a Shop Pay code when I haven’t selected Shop Pay it irritates
me. To take extra steps during checkout to stop receiving the Shop Pay
code when I'm wanting to pay by another option doesn't create a good
customer experience.”

“we get a query at least twice a day between the sites complaining they
can't pay by their preferred method. I understand they can and understand
how they can manoeuvre [sic] around it but many customers simply
don’t.”

“Shopify hijacks [customers’] checkout and automatically applies shop
pay, then they can't figure out how to get out and leave.”

“Sopify [sic] is trying to monopolize ecommerce and forcing shp pay on
everyone. . .. What if I want to pay with Klarna? What if I decide on
Paypal? Or other payment options that are available? So custoemr [sic] has
to somehow KNOW that they can scroll down to the very bottom and click
on that super tiny link “Continue as guest” and that is what they need to
do? That won’t happen, they are not going to spend more than a few
seconds trying to figure htis [sic] out before they just leave.”

94.  Nevertheless, and despite receiving these types of complaints,

Shopify hasn’t removed, and if anything has only fortified, these barriers that

force consumers to use Shop Pay. Indeed, Shop Pay is set up to lock in the

consumer forever. This is because if the consumer enters their email address

even once (and other information if the customer is new to Shop Pay), Shop Pay

uses cookies to remember that consumer’s information for one year.12 This means

that for the next year that consumer will be automatically recognized by Shop

12 See https: / /www.shopify.com/legal / cookies#what-are-cookies.
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Pay on any Shopify-based merchant’s website, and the consumer will
automatically encounter this same forced Shop Pay/Shop Pay Installments
experience. And because those year-long cookies restart every time that
consumer makes a purchase using Shop Pay or Shop Pay Installments,
consumers are often perpetually forced to use Shop Pay or Shop Pay Installments
to make their purchases.

95.  Shopify even markets Shop Pay Installments’ tight integration with
Shop Pay, and its ability to compel consumers to choose it perpetually, as a
supposed performance advantage over Sezzle.13 Shopify’s COO admitted that
Shop Pay Installments has achieved dominance on the BNPL aftermarket
because of its tight integration with Shop Pay, and because consumers are locked
into using Shop Pay on Shopify.1* Shopity has also bragged that Shop Pay
Installments helps merchants realize higher order volumes because Shop Pay
allows consumers to get through the checkout process way faster than other
BNPL providers. But, of course, this speed differential is all engineered by and to

benefit Shopify. And it’s no wonder that consumers buy less through other

13 See https:/ /www.affirm.com/business /blog/monthly-shop-pay-installments-
more-sales.

14 See Affirm 2023 Investor Forum Transcript (available at
https:/ /investors.affirm.com/static-files/6733ba2f-ab90-46db-ab4a-
5396d33774ba).
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BNPL providers when Shopify effectively forces consumers to use Shop Pay or
Shop Pay Installments, and makes it so difficult to make purchases with other
BNPL providers.

96. There’s no legitimate business purpose behind Shopify’s
obfuscation. Shopify built these barriers for one reason, and one reason only—to
protect its massive transaction fee revenue source and to ensure its ability to get
those fees through Shop Pay and Shop Pay Installments going forward. In fact,
it's clear that Shopify would rather have consumers abandon their purchases
altogether out of frustration with being locked into Shop Pay (and for the
merchants to lose those sales), than see those transactions processed by Sezzle (or
other similar third parties) outside the reach of Shopify’s transaction-fee
tentacles. This harms both merchants and consumers.

97.  It's no surprise then that Shop Pay Installments was an immediate
success. Not long after its launch, approximately 200,000 Shopify-based
merchants began offering Shop Pay Installments.1> This success also coincided
with a commensurate, if not more drastic, reduction in the number and amount
of transactions processed through Sezzle by Shopify-based merchants. Sezzle

also began losing its existing merchant customers, and lost even more potential

15 “ Affirm Reports Fourth Quarter and Fiscal Year 2022 Results” August 25, 2022.
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new merchant customers and consumer BNPL transactions.

C.  Shopify uses its market power to penalize merchants on every
Sezzle transaction.

98.  Not satisfied with simply making it almost impossible for
consumers to buy products with Sezzle, Shopify decided to also make accepting
Sezzle financially inviable for Shopify-based merchants.

99.  On June 16, 2022, one year after launching Shop Pay Installments,
Shopify changed the terms of its merchant agreements and started charging
merchants who use Shopify Payments (approximately 90% of Shopify-based
merchants in the U.S,) a 1%-2% penalty for every transaction processed through
Sezzle or other third-party payment platforms (“Third-Party Payment Fee” or
“Penalty Fee”). Before June 16, 2022 Shopify charged this type of fee, if at all,
only to the small percentage of merchants in the United States that weren’t
enrolled in Shopify Payments.

100. Shopify’s Penalty Fee for using rival payment platforms acts as a
private tax on merchants, which merchants must then either swallow or pass on
to their customers. Not surprisingly, this fee prompted considerable confusion
among, and complaints from, Shopify-based merchants. They argued that
Shopify’s fee was so harmful that they couldn’t use Sezzle anymore:

e “Ialso now see that Shopify is charging me a 1% transaction fee for using
your service... I've deactivated Sezzle.”
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“Shopify is now charging fee to use sezzle which I can no longer afford. I
average $500,000 a year in sales. Can I please have a lower interest rate?... 1
was hoping we could negotiate down to a 3% interest but it that’s not the
case I will have to close my account as of July 31st.”

“I'm interested in adding Sezzle back to my website. I currently use
Shopify. I originally removed Sezzle because between yalls fee and
Shopify’s, it was too much for my small business. Is there anyway for the
fee to be lowered?”

“I just checked back a few bills and it looks like anytime a customer uses
Sezzle, that Shopify is charging us a fee.... It almost makes more sense to
just drop Sezzle altogether then and use ShopPay... I've been with Sezzle
for a while, so I would hate to do that but times are tought [sic] and we are
trying to make every charge make sense.”

“The trouble I am having is with the new fee that Shopify is adding, which
is going to push me to the point where it is no longer in my best interest to
continue with sezzle and I have been weighing my options between sezzle,
and the shop pay. Please let me know if there is any way we can negotiate
this fee, so I can continue to use Sezzle and can weigh my options with this
new fee being added onto an already high fee.”

“Hi! I have been with Sezzle for many years now. Shopify is now charging
us shop owners an additional fee on sezzle orders and my business cannot
sustain this. I think my only option is to cease using sezzle as a payment
option.”

“Unfortunately the overall combined fees imposed by you and Shopify
will make our partnership arrangement inviable. Please delete our account
with Sezzle.”

Many merchants then terminated their relationships with Sezzle or requested

pricing concessions from Sezzle to try to blunt the impact of Shopify’s Third-

Party Payment Fee.

101. Other merchants complained that because Shopify was charging

fees to use Sezzle, they were locked into a worse performing product:
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e “NO wonder once I moved to shopify my checkout abandonment is so
much higher than previously. I'm tempted to use another payment
gateway but Shopify charges an extra 2% to their merchant fees, so it’s
making people HAVE to use them.”

e “People want to use alternative payment methods to CC only and Shopify
are forcing us to pay extra fees on offering these alternatives. The more I
use shopify the more I find negativities of the system... and increased costs

e “the fees are even more noticeable now due to inflation and most
customers are looking to shop with payment installments.”

e “This is absolutely ridiculous as I had the same experience and I have been
searching high and low for evidence of others who have had these charges
all of a sudden since July, there was no email to advise of this 2%
additional fee to afterpay transactions and support could not confirm that
this email was sent after | asked them several times. Support basically told
me to use shop pay instead...” (emphasis added)

e “Recently, I noticed on my billing that I'm being charged transaction fees
when my customers use a “third party” at checkout ie AfterPay Klarna
Sezzle. The fee is around 2% of the order. This wasn’t on my billing in the
past nor did I notice it on the order timeline. My store has been active on
the basic plan for the last 5 years. None of my previous bills had these
fees.”

e “lItis absolutely disgusting how Shopify charges this additional 2% fee!
Don’t try to justify it, 3rd party merchants are a plug in and should be
available as part of the subscription. I hope people leave Shopify in

102. In addition to increasing costs to merchants and consumers,
Shopify’s Third-Party Payment Fee caused Sezzle to lose business from its then-
existing merchant customers as they began to deactivate their accounts with
Sezzle to avoid paying the extra Third-Party Payment Fee imposed on them by

Shopify. On information and belief, these merchants switched to using Shop Pay
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Installments for the vast majority, if not all, BNPL purchases on their Shopify-
based websites. In addition, on information and belief, Sezzle also missed out on
enrolling new Shopify-based merchants following Shopity’s Third-Party
Processing Fee’s implementation because, to avoid paying that fee, merchants
opted to offer Shop Pay Installments instead of Sezzle for BNPL transactions on
their Shopify-based websites. Sezzle also lost out on signing up new retail
customers because of this as well.

D.  Shopify further cemented its dominance by telling merchants that
Sezzle is being removed from Shopify’s platform.

103. Around the same time it launched its Third-Party Payment Fee,
Shopify also began telling its merchants that Sezzle (and other BNPL providers)
would no longer be available as payment options. Shopify bluntly told
merchants that Sezzle would be “deprecated from our platform,” and that it
would “soon be unavailable” on their websites. Of course, this wasn’t true, and
merchants just had to download an updated version of Sezzle (which Shopify
could have done automatically for them) to keep using Sezzle. But Shopify knew
that making this announcement would cause at least some merchants to simply
abandon Sezzle (and likely shift more business to Shop Pay Installments). Many
merchants even complained that they’d lose access to Sezzle:

e “Looks like they’d rather eliminate the competition rather than let

businesses choose what they want to use. At least that’s all I can guess
without any reason given at this point by Shopity. So far, I've only seen the

43



