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IN THE COURT OF CHANCERY OF THE STATE OF DELAWARE
CITY OF CORAL SPRINGS POLICE
OFFICERS’ PENSION PLAN,
derivatively on behalf of BLOCK, INC.,
Plaintiff,
v.
JACK DORSEY, ROELOF BOTHA,
AMY BROOKS, PAUL DEIGHTON,
RANDY GARUTTI, JIM MCKELVEY,
MARY MEEKER, ANNA
PATTERSON, LAWRENCE
SUMMERS, DAVID VINIAR, and
DARREN WALKER,
Defendants,
and
BLOCK, INC.,
Nominal Defendant

)
)
)
)
)
)
)
)
)
)
)
C.A. No. 2022-0091-KSJM
)
)
) REDACTED PUBLIC
) VERSION FILED: 2/2/22
)
)
)
)

VERIFIED STOCKHOLDER DERIVATIVE COMPLAINT
City of Coral Springs Police Officers’ Pension Plan (“Plaintiff”), derivatively
on behalf of Block, Inc. f/k/a Square, Inc. (“Square” or the “Company”),1 by and
through its undersigned counsel, brings the following Verified Stockholder
Derivative Complaint (the “Complaint”): (i) against the Company’s founder,

In December 2021, Square changed its name to Block, Inc. For clarity,
Plaintiff refers to the Company as “Square” herein, because that was the Company’s
name at the time of the events giving rise to this action.
1
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President, Chief Executive Officer, Chairman, and controlling stockholder, Jack
Dorsey (“Dorsey”), for breaching his fiduciary duties by forcing through a highly
unfair acquisition by Square of the music-streaming company TIDAL (the “TIDAL
Acquisition”); and (ii) against the other members of Square’s board of directors (the
“Board”) (the “Outside Director Defendants”) for breaching their fiduciary duties by
consciously failing to exercise appropriate oversight in connection with the TIDAL
Acquisition, instead looking the other way and allowing Dorsey to proceed with the
highly unfair acquisition. The allegations of the Complaint are based upon the
investigation of counsel, including the analysis of publicly-available information
and the inspection of corporate books and records produced pursuant to 8 Del. C.
§ 220, and upon Plaintiff’s own knowledge as to itself and its own actions.
INTRODUCTION
1.

When a chief executive officer is dead-set on pursuing a proposed

acquisition, it is difficult and precarious for those employees who report to him to
voice serious dissent. Such dissent is easily swallowed or suppressed. Doubly or
triply so when the chief executive in question is also the company’s founder,
president, chairman of the board, and controlling stockholder. Even more so when
that chief executive and controller also has a close personal relationship with the
leader of the company he seeks to acquire.
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3.

Specifically, Dorsey is the founder, President, Chairman, Chief

Executive Officer, and controlling stockholder of the financial technology company
Square.

TIDAL was, at the time, a troubled company: it had
failed to accumulate meaningful market share in the streaming business, had cycled
through five chief executives in as many years,
and was
beset by controversy including in connection with an ongoing criminal investigation
into allegations that it had fraudulently inflated streaming numbers. It was also
owned in substantial part by a close personal friend of Dorsey’s, the recording artist
turned mogul Shawn “Jay-Z” Carter (“Carter”).
4.

Dorsey and Carter began discussing a potential acquisition of TIDAL

by Square during the summer of 2020. The two friends spent much of August 2020
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together in the Hamptons, including on August 24, 2020 when they spent an
afternoon together cruising on a yacht off the coast.

5.

–5–

6.

7.
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8.

9.
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10.

11.

–8–

12.

When the TIDAL Acquisition was announced publicly in early March

2021, it sent Square’s stock price down approximately 7%, wiping out billions of
dollars of market capitalization. The market appeared to recognize the deal for what
it was: a strategically dubious transaction at a wildly inflated valuation, obviously
driven by Dorsey’s personal friendship with Carter and reflecting a significant
governance failure at the Company. Square and Dorsey attempted to justify the
TIDAL Acquisition publicly by claiming that it would provide a platform for Square
to build new products enabling recording artists to find new ways to monetize their
work. But it remained unclear why the TIDAL Acquisition was a necessary step
towards the development of such products. As the technology reporter Peter Kafka
explained: “If Square wants to create new ways to help musicians sell real goods
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and digital goods, it could just do that. Instead, Square is paying $300 million for
a failed music service that doesn’t help it accomplish any of those goals.” 5
13.

Moreover, even accepting the strategic rationale for the deal at face

value, the price Square paid in the TIDAL Acquisition was wildly inflated.
Unquestionably, the most relevant precedent transaction was the nearlycontemporaneous August 2020 sale of Napster, another well-known but struggling
music streaming business situated extremely similarly to TIDAL (
). If TIDAL had been
valued at the same enterprise value / paying subscriber multiple as Napster, it would
have been valued at
The TIDAL Acquisition was thus simply
an unfair deal, transparently motivated by Dorsey’s relationship with Carter. As
the aforementioned Peter Kafka article put it: “what you’re really left with here is a
deal that looks like a way for Jack Dorsey to move money from his publicly traded
company to a company owned by a guy he likes to hang out with.” 6 Or, as NYU

Peter Kafka, “Why did Jack Dorsey buy Jay-Z’s failed music service?,”
VOX.COM (March 4, 2021).
5

6

Id.
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Business School professor Scott Galloway more colorfully put it: “this was a $300
million bar tab to hang out with Jay-Z. This just doesn’t make any sense.” 7
14.

Plaintiff brings this action for breach of fiduciary duty against Dorsey

for pushing through the unfair TIDAL Acquisition, motivated transparently by
interests other than the best interests of Square and its common stockholders
(i.e., by his interest in bailing out his friend Carter’s troubled and failing company)
and against Dorsey’s fellow directors, the Outside Director Defendants, for
consciously disregarding their duty to exercise appropriate oversight of Dorsey in
connection with the process leading to the TIDAL Acquisition. Plaintiff seeks to
recover damages for the harm incurred by Square as a result of the unfair deal.
PARTIES
15.

Plaintiff is, and at all relevant times has been, a beneficial owner of

Square common stock.
16.

Nominal Defendant Square is a Delaware corporation headquartered

in San Francisco, California. Its common stock trades publicly on the New York
Stock Exchange under the ticker symbol SQ. Prior to the TIDAL Acquisition,
Square was a financial technology company with products and services divided into

Galloway made his comments concerning the deal during the March 5, 2021
episode of New York Magazine’s “Pivot” podcast, at 11:05.
7
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two primary business units that the Company referred to as “ecosystems”: (i) a
seller ecosystem comprised of products and services helping businesses accept and
process payments; and (ii) a cash ecosystem comprised of products and services
helping individuals manage, send, and receive money.
17.

Defendant Dorsey co-founded Square and is, and at all relevant times

has been, Square’s President, Chief Executive Officer, Chairman of the Board, and
controlling stockholder. As of Square’s most recent annual Proxy Statement prior
to the events giving rise to this action, filed April 24, 2020, Dorsey controlled
51.32% of the total stockholder voting power in Square. As of Square’s most recent
annual Proxy Statement following the events giving rise to this action (and its most
recent as of the filing of the action), filed April 29, 2021, Dorsey controlled 48.08%
of the total stockholder voting power in Square. 8
18.

Defendant Roelof Botha (“Botha”) has been a member of Square’s

Board since January 2011. He was a member of the Board at all times relevant to
this action

Plaintiff is without sufficient information to calculate Dorsey’s precise
voting power at the time of the events giving rise to this action. It is clear, however,
that he controlled somewhere between 48.08% and 51.32% of the total stockholder
voting power in the Company and was, therefore, at minimum Square’s de facto
controlling stockholder at all relevant times.
8
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19.

Defendant Amy Brooks (“Brooks”) has been a member of Square’s

Board since October 2019. She was a member of the Board at all times relevant to
this action
20.

Defendant Paul Deighton (“Deighton”) has been a member of Square’s

Board since May 2016. He was a member of the Board at all times relevant to
this action.
21.

Defendant Randy Garutti (“Garutti”) has been a member of Square’s

Board since July 2017.

He was a member of the Board at all times relevant to

this action.
22.

Defendant Jim McKelvey (“McKelvey”) was Dorsey’s co-founder of

Square and has been a member of the Board since July 2009. He was a member of
the Board at all times relevant to this action.
23.

Defendant Mary Meeker (“Meeker”) has been a member of Square’s

Board since June 2011. She was a member of the Board at all times relevant to this
action
24.

Defendant Anna Patterson (“Patterson”) has been a member of

Square’s Board since November 2017. She was a member of the Board at all times
relevant to this action.
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25.

Defendant Lawrence Summers (“Summers”) has been a member of

Square’s Board since June 2011. He was a member of the Board at all times relevant
to this action.
26.

Defendant David Viniar (“Viniar”) has been a member of Square’s

Board since October 2013. He was a member of the Board at all times relevant to
this action.

27.

Defendant Darren Walker (“Walker”) has been a member of Square’s

Board since June 2020. He was a member of the Board at all times relevant to this
action
28.

Defendants Botha, Brooks, Deighton, Garutti, McKelvey, Meeker,

Patterson, Summers, Viniar, and Walker—i.e., all Defendants other than Dorsey—
are at times referred to collectively herein as the Outside Director Defendants.
SUBSTANTIVE ALLEGATIONS
A.

Carter looks to “dump” his failed and dysfunctional TIDAL venture
29.

In 2015, a group of prominent recording artists led by Carter acquired

an obscure Norwegian music streaming company called Aspiro for approximately
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though TIDAL had touted itself as musician-friendly above all else, it faced
allegations on multiple occasions that it was shortchanging artists.

Most

prominently, in 2017, the recording artist Kanye West—who was actually one of
Carter’s partners in the initial acquisition of Aspiro—fell out with the company,
terminated an agreement to provide the company with exclusive releases, and
accused the company of failing to make more than $3 million in payments owed
under his agreement. 16
32.

TIDAL was also facing an ongoing criminal investigation in Norway,

where two-thirds of TIDAL employees remained following the Aspiro acquisition,
for allegedly fraudulently inflating streaming numbers. Specifically, in 2018, the
Norwegian financial newspaper Dagens Næringsliv reported that it had obtained
internal documents proving that TIDAL was consciously manipulating its streaming
platform’s play-counts for two major albums, including one album released by
Carter’s wife, the recording artist Beyoncé Knowles-Carter. Norway’s National
Authority for Investigation and Prosecution of Economic and Environmental Crime
then launched a probe into the allegations. TIDAL waged a legal fight against the
Norwegian government, seeking to shut down the investigation. In June 2020,

See, e.g., Tae Kim and Javier E. David, “Kanye West splits with Jay-Z’s
TIDAL Music,” CNBC.COM (July 2, 2017).
16
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35.

One article published during the period, for example, described Dorsey

as Carter’s “new best friend” and reported that “[Carter] and Jack have become a
bit of a dynamic duo in the New York beach town recently and have been spotted
walking together several times in the last few weeks.” 20
36.

Then, on August 24, 2020, Dorsey joined Carter and his family for a

yacht ride off the coast:

21

37.

Caitlyn Becker, “Beyonce shows off her stunning curves in a bohemian
beach cover-up with daughter Rumi … while Jay-Z continues hanging out with
Twitter CEO Jack Dorsey,” DAILYMAIL.COM (Aug. 27, 2020).
20

August 24, 2020 photograph disseminated by numerous press outlets,
cropped by Plaintiff. Carter is at left, with sunglasses; Dorsey is on the right.
21
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Both individuals had
been with the Company for many years, Grassadonia since 2010 and Henry since
2014. Both had played a pivotal role in growing the Company from the private
stage, through its 2015 IPO at a valuation of around $2.9 billion, and into a massive
industry leader with market capitalization in the tens of billions of dollars by the
time of the TIDAL Acquisition. They knew the Company as well as anyone and
were as responsible as anyone for its significant successes in the years leading to
the TIDAL Acquisition.

69

Id. at SQ220_000179.
– 37 –

67.

68.

70

– 38 –

76.

77.

– 43 –

78.

79.

80
81

– 44 –

81.

82.

– 47 –

90.

91.

92.

Square announced the TIDAL Acquisition publicly on March 4, 2021.

Approximately two months later, on April 30, 2021, Square closed the deal. In a
Current Report on Form 8-K filed a few days later, on May 7, 2021, Square
February 11, 2021 Minutes of a Meeting of the Transaction Committee
(SQ220_000026–28).
96

February 25, 2021 Unanimous Written Consent of the Transaction
Committee (SQ220_000044–49).
97
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announced that it had ultimately paid approximately $302 million in the deal. 98 The
same Current Report also disclosed that the Board had increased its size from eleven
to twelve directors and elected Carter to the Board effective May 6, 2021. 99
93.

Subsequently, in a Quarterly Report on Form 10-Q filed on November

4, 2021, Square curiously disclosed that, with adjustments, it ultimately paid out
only $237.3 million in the deal—$227.2 million in cash and $10.1 million in
stock—and ultimately acquired a precise ownership interest of 86.23%. 100 Plaintiff
lacks visibility into the bases for this significant post-closing adjustment. Notably,
the report indicated that, for accounting purposes, Square attributed more than $198
million of the purchase price to “Goodwill.” 101
I.

The TIDAL Acquisition was highly unfair to Square
94.

When the TIDAL Acquisition was announced publicly in early March

2021, it sent Square’s stock price down approximately 7%, wiping out billions of
dollars of market capitalization. The market appeared to recognize the deal for what
it was: a strategically dubious transaction at a wildly inflated valuation, obviously

98

Square, Inc., Current Report on Form 8-K (May 7, 2021)

99

Id.

100

Square, Inc., Quarterly Report on Form 10-Q (Nov. 4, 2021) at 23–24.

101

Id. at 24.
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driven by Dorsey’s personal friendship with Carter and reflecting a significant
governance failure at the Company.
95.

Square and Dorsey attempted to justify the deal publicly by claiming

that it would provide a platform for Square to build new products enabling recording
artists to find new ways to monetize their work. But it remained unclear why the
TIDAL Acquisition was a necessary step towards the development of such new
products. As the technology reporter Peter Kafka put it in one Vox.com article: “If
Square wants to create new ways to help musicians sell real goods and digital
goods, it could just do that. Instead, Square is paying $300 million for a failed
music service that doesn’t help it accomplish any of those goals.” 102
96.

Moreover, even accepting the strategic rationale for the deal at face

value, the price Square paid in the TIDAL Acquisition was wildly inflated.
Unquestionably, the most relevant precedent transaction was the nearlycontemporaneous August 2020 sale of Napster. Napster was situated extremely
similarly to TIDAL. It was likewise a well-known but struggling music-streaming
business—albeit one with seemingly better fundamentals than TIDAL.

Peter Kafka, “Why did Jack Dorsey buy Jay-Z’s failed music service?,”
VOX.COM (March 4, 2021).
102
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If TIDAL
had been valued at the same enterprise value / paying subscriber multiple as
Napster, it would have been valued at approximately

97.

98.

99.

The TIDAL Acquisition was simply an unfair deal, transparently

motivated by Dorsey’s relationship with Carter. As the aforementioned Peter Kafka
January 22, 2021 Square Management Presentation to the Transaction
Committee (SQ220_000194–244) at SQ220_000201.
103

October 20, 2020 Square Management Presentation to the Transaction
Committee (SQ220_000157–193) at SQ220_000179.
104
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article put it: “what you’re really left with here is a deal that looks like a way for
Jack Dorsey to move money from his publicly traded company to a company owned
by a guy he likes to hang out with.” 105 Or, as NYU Business School professor Scott
Galloway more colorfully put it: “this was a $300 million bar tab to hang out with
Jay-Z. This just doesn’t make any sense.” 106
DERIVATIVE AND DEMAND FUTILITY ALLEGATIONS
100. Plaintiff brings this action derivatively to redress injuries suffered by
Square as a direct result of the breaches of fiduciary duty alleged herein.
101. Plaintiff beneficially owned Square common stock continuously
during the wrongful course of conduct by Defendants alleged herein and continues
to beneficially own Square common stock as of the filing of this Complaint.
Plaintiff intends to continue as a beneficial owner of Square common stock at least
through the completion of this action.
102. Plaintiff will fairly and adequately represent the interests of Square and
its stockholders in enforcing and prosecuting the Company’s rights and has retained
counsel competent and experienced in stockholder derivative litigation.

105

Id.

Galloway made his comments concerning the deal during the March 5,
2021 episode of New York Magazine’s “Pivot” podcast, at 11:05.
106
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103. Plaintiff has not made a demand on the Board to prosecute this action
because any demand would be futile and is therefore excused.
104. As of the date of the filing of this Complaint, the Board consists of
twelve directors: (i) the eleven Defendants, who collectively comprised the entirety
of the Board at the time of the events giving rise to this action; and (ii) Carter, who
joined the Board in connection with the challenged TIDAL Acquisition (all
together, the “Demand Board”).
105. For the reasons below, no member of the Demand Board is capable of
independently and disinterestedly considering whether to prosecute this action.
A.

Demand would be futile as to Carter
106. Carter could not independently and disinterestedly consider a demand

because he received a material personal benefit as a result of the TIDAL
Acquisition. Carter was TIDAL’s public face and largest individual stockholder,
with a

ownership stake, prior to the TIDAL Acquisition. Prior to the TIDAL

Acquisition, as alleged above, TIDAL was beset by controversy and reeling
financially
As a result of the TIDAL Acquisition, Carter cashed
out the majority of his investment in TIDAL at a valuation that was a massive
premium to the valuation at which he and his partners had acquired Aspiro just five
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May 2020, Dorsey donated $10 million to Reform Alliance, a nonprofit focused on
prison reform co-founded by Carter. 111 The two had clearly become good friends
by August 2020, when they spent significant time socializing with one another in
the Hamptons, and November 2020, when the two vacationed together in Hawaii.
Since then, their relationship appears to have only grown stronger. The two have
been spotted publicly socializing on multiple occasions, including during the
Summer of 2021, when the two again were seen vacationing together in the
Hamptons. 112 The two have also recently joined forces for a joint project to promote
cryptocurrency development. Specifically, in February 2021

Dorsey and Carter teamed up to create an endowment to fund bitcoin development
in India and Africa with a mission to “make bitcoin the internet’s cryptocurrency.”
Carter and Dorsey jointly contributed 500 bitcoin—then worth some $23.6

https://claralionelfoundation.org/news/clf-expands-support-for-covid-19-global-res
ponse/).
Claire Shaffer, “Jack Dorsey Donates $10 Million to Meek Mill and JayZ’s Reform Alliance,” ROLLING STONE (May 11, 2020).
111

See, e.g., Heather Waugh, “Beyoncé and Jay-Z take a beach stroll with
Twitter CEO Jack Dorsey in the Hamptons… amid $300M deal for tech billionaire
to purchase rapper’s music streaming service,” DAILYMAIL.COM (July 2, 2021).
112
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million—to the endowment. 113 Carter’s reverence for (and gratitude to) Dorsey is
clear. Following announcement of the TIDAL Acquisition, Carter tweeted that
“Jack is one of the greatest minds of our times.”
B.

Demand would be futile as to Dorsey
108. Dorsey could not independently and disinterestedly consider a demand

because he faces a substantial likelihood of liability in connection with the
prosecution of this action. The facts alleged herein demonstrate that Dorsey
aggressively pursued and forced through the unfair TIDAL Acquisition for reasons
other than the best interests of Square and its common stockholders—i.e., to bail
out his friend Carter’s failing company.
109. Putting aside his own liability, Dorsey also could not independently
and disinterestedly consider a demand against the other Defendants because he is
not independent of his friend Carter. As described above, Dorsey has a close
personal and business relationship with Carter, who undeniably received a material
personal benefit as a result of the TIDAL Acquisition.
110. Dorsey also could not independently and disinterestedly consider a
demand against the other Defendants as a matter of common sense. Plaintiff alleges

Manish Singh and Tage Kene-Okafor, “Jack Dorsey and Jay Z invest 500
BTC to make Bitcoin ‘internet’s currency’,” TECHCRUNCH (Feb. 12, 2021).
113
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that the other Defendants breached their fiduciary duties by failing to intervene to
exercise appropriate oversight of Dorsey and instead allowing Dorsey to continue
unimpeded in his pursuit of the TIDAL Acquisition. It would defy all sense to think
that Dorsey could properly consider a demand to pursue breach of fiduciary duty
claims brought against his fellow directors on the theory that they acted wrongfully
by not intervening to prevent him from continuing unimpeded towards an
acquisition that he had initiated and strongly desired. Whether the Outside Director
Defendants’ breaches are construed as providing Dorsey with a “material personal
benefit” or through some other lens, it is plain Dorsey could not properly consider
a demand to bring claims against the other Defendants for failing to adequately
oversee him in the process leading to Square’s unfair acquisition of TIDAL.
C.

Demand would be futile as to the Outside Director Defendants
111. The Outside Director Defendants (i.e., Defendants Botha, Brooks,

Deighton, Garutti, McKelvey, Meeker, Patterson, Summers, Viniar, and Walker)
could not independently and disinterestedly consider a demand because each faces
a substantial likelihood of liability in connection with the prosecution of this action.
Plaintiff’s allegations support that the Outside Director Defendants face a
substantial likelihood of liability for consciously disregarding their duties in utterly
failing to take action to protect the interests of Square in connection with the process
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leading to the TIDAL Acquisition.

Rather than taking action to protect the

Company, each Outside Director Defendant instead “looked the other way” and
permitted Dorsey to proceed unimpeded towards the Transaction with no
meaningful Board-level supervision whatsoever, giving rise to a substantial
likelihood of liability for each Outside Director Defendant.

COUNT I: BREACH OF FIDUCIARY DUTY AGAINST DORSEY
112. Plaintiff incorporates by reference and realleges each and every
allegation above, as though fully set forth herein.
113. Dorsey, as a director, Chief Executive Officer, and controlling
stockholder of Square, was a fiduciary of the Company.

As such, he owed the

Company the highest duties of loyalty and care.
114. Dorsey breached these duties by causing Square to enter the TIDAL
Acquisition, forcing through the deal
for reasons other than the best interests of Square and its
common stockholders—i.e., to bail out his friend Carter’s failing company.
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115. As a result of Dorsey’s actions, Square entered into the TIDAL
Acquisition, giving away substantial corporate value on unfair and fundamentally
unjustifiable terms. Accordingly, Dorsey’s breaches of fiduciary duty have caused
significant harm to Square.
116. Plaintiff has no adequate remedy at law.
COUNT II: BREACH OF FIDUCIARY DUTY AGAINST
THE OUTSIDE DIRECTOR DEFENDANTS
117. Plaintiff incorporates by reference and realleges each and every
allegation above, as though fully set forth herein.
118. The Outside Director Defendants, as directors of Square, are
fiduciaries of the Company. As such, they owe the Company the highest duties of
loyalty and care.
119. The Outside Director Defendants breached their duty of loyalty by
consciously disregarding their duties to Square and its public common stockholders
in connection with the process leading to the TIDAL Acquisition, failing to exercise
appropriate oversight of Dorsey and instead “looking the other way” when
confronted with red flags unambiguously demonstrating the need for Board-level
action to ensure the Company’s interests were protected.
120. As a result of the Outside Director Defendants’ actions, Square entered
into the TIDAL Acquisition, giving away substantial corporate value on unfair and
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fundamentally unjustifiable terms. Accordingly, the Outside Director Defendants’
breaches of fiduciary duty have caused significant harm to Square.
121. Plaintiff has no adequate remedy at law.
PRAYER FOR RELIEF
WHEREFORE, Plaintiff, on behalf of itself and on behalf of Square, prays
for a judgment:
A.

Declaring that this action is properly maintainable as a derivative
action;

B.

Declaring that a demand upon the Demand Board would be futile
and is therefore excused;

C.

Declaring that Defendants breached their fiduciary duties to
Square;

D.

Awarding damages in an amount to be proven at trial, together
with pre- and post-judgment interest;

E.

Awarding Plaintiff the costs and disbursements of prosecuting this
action, including reasonable attorneys’ fees; and

F.

Awarding such other and further relief as the Court deems just
and equitable.
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