
   

 

UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA 

 
UNITED STATES OF AMERICA  ) 
EX REL. STEPHEN M. SHEA and )        C.A. No. 1:07CV00111  
2PROBE LLC, ) 

)   
Plaintiffs, )         

)  
v. )  
 )     
Verizon Communications Inc., )  

)      
Defendant. )    
 ___________________________________ )  
  

DECLARATION OF COLETTE G. MATZZIE  
IN SUPPORT OF MOTION FOR RELATOR SHARE AWARD  

 
I, Colette G. Matzzie, do hereby declare and state: 

1. I am a partner with the law firm of Phillips & Cohen LLP in Washington DC.  

Our firm served as counsel for Relator Stephen Shea in the above-captioned action.  Our firm 

specializes in qui tam whistleblower litigation under the federal and state False Claims Acts 

including procurement fraud.  

2. We filed this action in 2007 alleging that Verizon was knowingly overcharging 

the United States on bills submitted under the FTS2001 contract.  The Complaint (Dkt. 1) alleges 

submission of specific illegal surcharges:  Federal Regulatory Fees (¶¶ 72, 84), State and Local 

Fees – Public Utility Commission Fees, State Universal Service Fund and High Cost 

Contribution Fees, State Deaf Taxes (¶ 75), Ad valorem (¶¶ 77, 85), and Business License, 911 

and TeleRelay, Business, Occupational and Franchise Taxes (¶ 78).  Relator Stephen Shea made 

these allegations based on his pre-filing experience as a consultant for Fortune 100 companies on 

telecommunication contracts and his investigation and research into MCI/Verizon’s billing 
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practices.  In conjunction with filing the Complaint, we turned over an “insider” document to the 

Government that Mr. Shea had received from contacts within MCI.  

3. We worked collaboratively with Relator Stephen Shea on this case.   Our firm has 

incurred approximately 1200 hours of attorney and paralegal time in this action.  Our work 

included legal research concerning interpretation of the FTS2001 Contract and negotiating 

history of contract plus research on the Federal Acquisition Regulations; review of documents 

provided by Relator, drafting, filing and service of complaint and statutory disclosure statement; 

interviews of Relator and additional meetings and phone calls from 2007-2010 with Government 

lawyers, investigators and auditors including professional staff from the United States Attorney’s 

Office, the Department of Justice and the General Services Administration (GSA); preparation of 

work product and memorandum for the Government including factual and legal issues 

concerning specific surcharges including ad valorem/property taxes, franchise fees, gross 

receipts charges, Federal Regulatory Fee and Common Carrier Recovery Charge including 

extensive research into state and municipal codes and preparation of an extensive presentation on 

same and refuting defendant’s arguments concerning FTS2001 contract and negotiating history; 

and miscellaneous research shared with Government concerning scienter and contract 

interpretation issues and bankruptcy.   

4. Relator and counsel also prepared for and participated in all status conferences.  

Moreover, Relator actively sought, and received, the Court’s assistance in encouraging GSA to 

work more closely with Relator and to take advantage of his expertise and to share with Relator 

the basis of its damages calculations.  Relator took very seriously his duty to scrutinize the 

settlement agreement closely to determine whether fair, adequate and reasonable and to provide 
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the Court with his views on the settlement.  Relator also sought to be of assistance to the Court in 

advancing the case more expeditiously.  

5. Phillips & Cohen hired co-counsel with expertise in telecommunication contracts, 

Mr. Doug Jarrett with the law firm of Keller & Heckman.  Mr. Jarrett assisted us in analyzing the 

FTS2001 contract and the surcharges identified in the case.    

6. Attached to this Declaration and filed under seal as Exhibit B is the original MCI 

“insider” document showing illegal surcharges being submitted to the United States.  This 

document was provided by Relator Shea to the Government as part of his statutory disclosure 

statement in early 2007.  

7. Attached to this Declaration and filed under seal as Exhibit C are examples of the 

work product analyses provided by Relator to the Government as part of aiding the Government 

in its investigation and audit of MCI/Verizon billing data and FTS2001 invoices. 

8. Attached to this Declaration and filed under seal as Exhibit D is a 40-page 

Powerpoint presentation entitled “Verizon’s Knowing Overcharges Of ‘Tax-Like’ Surcharges 

Under the FTS2001 and FTS2001 Bridge Contracts “produced by Relator and counsel and 

presented to the Government in December 2009.  

9. Attached to this Declaration and filed as Exhibit E is the 2011 Settlement 

Agreement which releases claims with prejudice for the following illegally-imposed surcharges: 

Ad Valorem Surcharge (a/k/a Property Tax Surcharge), Federal Regulatory Fee Surcharge (a/k/a 

Carrier Cost Recovery Charge (CCRC)), all taxes, duties or surcharges, with the exception of 

FUSF, applied to the GSA Management Service Fee, State Telecommunications Relay Service 

Surcharge, Deaf Equipment Acquisition Fund (DEAF) Tax Surcharge, High Cost Fund 

Surcharge, Lifeline Surcharge, Public Utility Commission Fee Surcharge, Tele Relay Service 
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(M), CCRC Interconnected Voice Over Internet Protocol, State Universal Service Fund, and 

FUSF Applied to Unallowable Surcharges.   

10. These surcharges were alleged in Relator’s 2007 Complaint with the exception of 

the GSA Management Service Fee (GMS Fee). 

11. The GMS fee is the only charge for which the Government collected damages that 

Relator did not specifically name in his Complaint.   Relator and counsel consistently told the 

Government that there were additional surcharges under various names on the invoices that 

would not be eligible for reimbursement.   The Complaint also contains broad language alleging 

the submission of additional, non-specified surcharges.  Dkt. 1, ¶ 68-69 

12. In April 2008, Relator learned that Verizon had refunded $3 million to GSA of 

State Universal Fund Surcharges (SUFS).   The SUFS surcharges were listed expressly in the 

Complaint.  See Dkt. 1, ¶ 75.  On May 1, 2008, we notified the Government that we had learned 

of the refund of SUSF surcharges.  We requested additional information about the recoupment of 

the charge by GSA given that this was a charge alleged in Relator’s Complaint.  The 

Government has not provided us with an explanation of the $3 million recovery.  The SUFS 

surcharge is listed as a “released” surcharge in the 2011 Settlement Agreement and included in 

the Covered Conduct.  Accordingly, the release of this surcharge in the 2011 Settlement 

forecloses any further recovery for this surcharge through the date of the settlement.  

 I declare under penalty of perjury under the laws of the United States that the foregoing is 

true and correct. 

Executed this 27th day of July 2011, at Washington DC. 

_/s/ Colette G. Matzzie__   

Colette G. Matzzie  
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