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November 6, 2019

Judy D. White, Ed.D., Superintendent
Riverside County Office of Education
3939 Thirteenth Street
Riverside, CA 92501

Dear Superintendent White:

In September 2017, the Riverside County Office of Education and the Fiscal Crisis and 
Management Assistance Team (FCMAT) entered into an agreement for an AB 139 review. The 
county office has received information regarding possible fraud, misappropriation of funds or 
other illegal practices at the Corona-Norco Unified School District. Specifically, the agreement 
states that FCMAT will perform the following:

1. Determine whether adequate management controls are in place regarding the
district’s procurement activities and contractual commitments relative to facilities
maintenance and/or construction projects of the district. Management controls
include the process for planning, organizing, directing, and controlling program
operations. Management controls evaluation will focus on the following:

a. Project scope, authorization, project delivery method and procure-
ment practices

b. Bid processing including contractor and subcontractor selection and
subsequent school board approval

c. Method and application of contractor payments including internal
auditing and school board approval

d. Segregation of duties

e. Management’s ability to override internal controls

2. Review project documentation and transactions for projects initiated and/or over-
lapping into fiscal years 2012-13 through 2017-18.

The main focus of this review is to determine, based on the sample testing performed and auditor’s 
judgment, whether (1) adequate management and internal controls are in place regarding the 
district’s procurement activities and contractual commitments relative to facilities maintenance and/or 
construction projects of the district, and (2) based on that assessment, whether fraud, misappropria-
tion of funds or other illegal fiscal practices may have occurred.



Fiscal Crisis & Management Assistance Team

Testing for this review will be based on a sample of transactions and records for this period. 
Testing and review results are intended to provide reasonable but not absolute certainty about 
whether the district’s financial transactions and activity were sufficiently accurate.

This report contains the study team’s findings and recommendations. 

We appreciate the opportunity to serve you and we extend thanks to all the staff of the Riverside 
County Office of Education for their cooperation and assistance during fieldwork.

Sincerely,

Michael H. Fine
Chief Executive Officer
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About FCMAT
FCMAT’s primary mission is to assist California’s local K-14 educational agencies to identify, 
prevent, and resolve financial, human resources and data management challenges. FCMAT 
provides fiscal and data management assistance, professional development training, product 
development and other related school business and data services. FCMAT’s fiscal and manage-
ment assistance services are used not just to help avert fiscal crisis, but to promote sound financial 
practices, support the training and development of chief business officials and help to create 
efficient organizational operations. FCMAT’s data management services are used to help local 
educational agencies (LEAs) meet state reporting responsibilities, improve data quality, and 
inform instructional program decisions.

FCMAT may be requested to provide fiscal crisis or management assistance by a school district, 
charter school, community college, county office of education, the state Superintendent of Public 
Instruction, or the Legislature. 

When a request or assignment is received, FCMAT assembles a study team that works closely 
with the LEA to define the scope of work, conduct on-site fieldwork and provide a written report 
with findings and recommendations to help resolve issues, overcome challenges and plan for the 
future.

FCMAT has continued to make adjustments in the types of support provided based on the changing 
dynamics of K-14 LEAs and the implementation of major educational reforms.

FCMAT also develops and provides numerous publications, software tools, workshops and 
professional development opportunities to help LEAs operate more effectively and fulfill their fiscal 
oversight and data management responsibilities. The California School Information Services (CSIS) 
division of FCMAT assists the California Department of Education with the implementation of 
the California Longitudinal Pupil Achievement Data System (CALPADS). CSIS also hosts and 
maintains the Ed-Data website (www.ed-data.org) and provides technical expertise to the Ed-Data 
partnership: the California Department of Education, EdSource and FCMAT. 

FCMAT was created by Assembly Bill (AB) 1200 in 1992 to assist LEAs to meet and sustain their 
financial obligations. AB 107 in 1997 charged FCMAT with responsibility for CSIS and its state-
wide data management work. AB 1115 in 1999 codified CSIS’ mission. 
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AB 1200 is also a statewide plan for county offices of education and school districts to work 
together locally to improve fiscal procedures and accountability standards. AB 2756 (2004) 
provides specific responsibilities to FCMAT with regard to districts that have received emergency 
state loans.

In January 2006, Senate Bill 430 (charter schools) and AB 1366 (community colleges) became 
law and expanded FCMAT’s services to those types of LEAs.

On September 17, 2018 AB 1840 was signed into law. This legislation changed the how fiscally 
insolvent districts are administered once an emergency appropriation has been made, shifting 
the former state-centric system to be more consistent with the principles of local control, and 
providing new responsibilities to FCMAT associated with the process.

Since 1992, FCMAT has been engaged to perform more than 1,000 reviews for LEAs, including 
school districts, county offices of education, charter schools and community colleges. The Kern 
County Superintendent of Schools is the administrative agent for FCMAT. The team is led by 
Michael H. Fine, Chief Executive Officer, with funding derived through appropriations in the 
state budget and a modest fee schedule for charges to requesting agencies.
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Introduction

Background
The Corona-Norco Unified School District serves the cities of Corona, Norco and Eastvale and 
nearby unincorporated areas of Riverside County; its main office is located in Norco, California. 
The district’s 2018-2019 Local Control Accountability Plan indicates it has 50 schools, 5,478 
employees, educates 53,120 students and an annual projected revenue of $578,527,838. The 
district’s Facilities Department administrative directors oversee construction projects, and the 
district has engaged in numerous of these administered by its former assistant superintendent of 
facilities, Ted Rozzi. Subsequent to the initial discovery of the circumstances described in this 
report, the organizational structure of the district’s Facilities Department and Business Services 
Department is as follows:

Image 1A

The organization chart in Image 1a shows that the Facilities Department is its own department, 
not part of the Business Department, and reports directly to the superintendent.

Organization chart 1b shows that the Business Department is its own department, the Facilities 
Department is not part of the Business Department, and reports directly to the superintendent. 
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Image 1b

As of November 28, 2018, the district organization structure has been updated. The Facilities 
Department is no longer separate and reports through the Business Department as shown in 
Image 2.

Image 2
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Nancy Baker and Lynne Murray are two of the directors primarily responsible for construction 
projects with all construction-related contractors, including Neff Construction, Inc.

In May 2017, Baker and Murray became aware of checks that Rozzi requested from Neff 
allegedly payable to various nondistrict vendors and/or accounts. Baker initially came upon a 
document that indicated Rozzi requested a check from Neff written to Bank of America. Baker 
and Murray discussed the unusual check, and Baker contacted the district business office and 
learned that the district did not do business with that bank.

Murray contacted Neff’s project manager and requested a front and back copy of the check issued 
to Bank of America. Neff’s accounting department staff, Shelley Porter, sent a copy to Baker. 
Baker knew the check was irregular because the district does not bank with Bank of America, and 
no backup supporting documentation was available. After requesting a few more check copies 
from Neff, Baker and Murray became aware of several additional checks issued to AT&T and 
Chase Bank. Baker and Murray knew the Facilities Department also does not do business with 
these companies without documentation. Because there were more checks they discovered than 
just the one with Bank of America, they believed something was not right about the checks Neff 
was issuing at Rozzi’s request. 

Baker discussed the unsupported checks with Porter and questioned how long these types of 
checks have been processed by Neff. Porter indicated Neff had processed these types of checks 
since at least the year she started working for Neff, which was 2006. Baker and Porter continued 
their conversation as Baker sought more documentation supporting the irregular checks. Porter 
researched the checks written by Neff that she had processed and known about since 2006. In a 
follow-up phone call, Porter disclosed to Baker the total amount of checks like the ones identified 
so far written to Bank of America, AT&T and Chase Bank was $2,638,636.82. However, after 
the follow-up phone call between Baker and Porter, communication from Porter stopped. As a 
result, Baker was unable to obtain additional data or backup documentation from Neff for the 
above amount other than the limited information Porter delivered in person in mid July 2017 to 
Baker and Murray in a manila envelope. Since July 1, 2008, the district has paid Neff over $107 
million.  

On July 13, 2017, Baker asked Rozzi about the purpose of the check written to Bank of America. 
He responded that funds were needed as a transfer to be used on other projects. At this point 
Baker no longer believed Rozzi was being truthful with her. 

Baker and Murray discussed with each other the suspicious transactions they discovered. Because 
these transactions were authorized by Rozzi, their supervisor, Baker and Murray, took their concerns 
and documentation directly to the Riverside County Sheriff’s Office, whose Norco Station was next 
door to the district’s offices. After Baker and Murray met with Riverside County sheriff’s inves-
tigators, they met with the district’s assistant superintendent of business services to disclose their 
findings. As the sheriff’s investigation grew, the county office of education, district superintendent 
and senior district management became aware of the possibility of fraud, misappropriation of funds 
or other illegal fiscal activities at the district involving Rozzi-initiated transactions.  

The district’s internal controls financial authorization and review system differs from most other 
districts. As shown in Images 1a and 1b, the Facilities Department operates independently and is 
responsible for planning and implementing construction projects. Based on FCMAT’s interviews 
and review of documents, Rozzi reported only to the district superintendent and had limited 
business office interaction other than processing the original construction contracts, setting up 
initial purchase orders, and processing warrants/checks. 
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The district’s Business Department functions much like other districts except for the operation 
of the Facilities Department. Typical business office internal controls specific to the Facilities 
Department were not utilized. The district did not regularly use practices such as business office 
review and oversight of Facilities Department activities and transactions such as processing 
change authorizations, change orders, tracking of facility construction projects, issuing or modi-
fying purchase orders to reflect change orders/authorizations, and ensuring facilities financial 
transactions were not processed before architect and district approvals. 

According to the district, in response to information received from Baker and Murray, on August 
11, 2017, the district superintendent met with Rozzi and three days later, August 14, 2017, 
Rozzi resigned. Rozzi had been employed by the district since November 9, 1992.

Pursuant to her authority under Education Code section 1241.5(b), the county superintendent 
requested a Fiscal Crisis and Management Assistance Team (FCMAT) Assembly Bill (AB) 139 
extraordinary audit. In September 2017, FCMAT entered into an agreement with the county 
superintendent for extraordinary audit of the district to determine if fraud, misappropriation of 
funds or other illegal fiscal activities may have occurred at the district.    

Education Code Section 1241.5(b) permits a county superintendent of schools to review or 
audit the expenditures and internal controls of any school in the county if he or she has reason 
to believe that fraud, misappropriation of funds, or other illegal fiscal practices have occurred 
that merit examination. This review or audit is known as an AB 139 extraordinary audit. Because 
the purpose of an AB 139 extraordinary audit (fraud audit) is to determine if fraud, misappro-
priation of funds or other illegal activities may have occurred, it is considered a fraud audit. On 
completion of the fraud audit, if evidence exists that fraud or misappropriation of funds may 
have occurred, Education Code Section 42638(b) states the following: 

If the county superintendent determines that there is evidence that fraud or misappropriation 
of funds has occurred, the county superintendent shall notify the governing board of the school 
district, the State Controller, the Superintendent of Public Instruction, and the local district 
attorney.

The foundation of a fraud audit is to determine if sufficient evidence exists that fraud, misappro-
priation of funds, or other illegal acts may have occurred and document the findings for referral 
to the local district attorney’s office and further investigation by law enforcement.  

A FCMAT examination of the district Facilities Department purchases transactions identified 
numerous transactions approved by Rozzi, the assistant superintendent of facilities. Questionable 
transactions are specific to checks requested by Rozzi from Neff construction, Inc. The check 
examples obtained by FCMAT were documented in emails from Rozzi to Neff’s president, CEO 
and chief financial officer, Ed Mierau. The evidence in this report shows that without Neff’s 
assistance in writing checks from Neff’s checking account to Rozzi directed vendors, the alleged 
diverted funds described in this report may have been more difficult for Rozzi to redirect.

FCMAT focused on the allegations that the district’s management controls specific to construc-
tion project accounting may have been circumvented.  
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Study Team 
In writing its reports, FCMAT uses the Associated Press Stylebook, a comprehensive guide to 
usage and accepted style that emphasizes conciseness and clarity. In addition, this guide empha-
sizes plain language, discourages the use of jargon and capitalizes relatively few terms.

The FCMAT study team was composed of the following members: 

Michael W. Ammermon, CPA, CFE, CRFAC, DABFA		 Leonel Martínez
FCMAT Intervention Specialist FCMAT Technical Writer

Each team member reviewed the draft report to confirm its accuracy and to achieve consensus on 
the final recommendations.

Conducting a Fraud Audit 
The fraud audit is conducted based on the team’s experience and judgment. Fraud audits have 
many components including performing fieldwork, obtaining and examining available original 
source documents; when possible corroborating documents and information through third-party 
sources; interviewing potential witnesses; gaining an understanding of internal controls appli-
cable to the scope of the fieldwork; and assessing factors such as intent, capability, opportunity, 
and possible pressures or motives. 

Although there are many different types of fraud, occupational fraud, including asset misappro-
priation and corruption, may occur when employees are in positions of trust and have access to 
assets. Embezzlement occurs when someone who is lawfully entrusted with property takes it for 
his or her personal use. Common elements in all fraud include the following: 

• Intent, or knowingly committing a wrongful act
• Misrepresentation or intentional false and willful representation(s) of a material fact
• Reliance on weaknesses in the internal control structure or an individual relies on the

fraudulent information
• Concealment to hide the act or facts
• Damages, loss or injury by the deceived party
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Fraud Audit Scope, Procedures and Fieldwork
Fraud audit fieldwork consists of gathering information and documentation pertaining to specific 
allegations; establishing an audit plan, interviewing potential witnesses and assembling evidence 
from internal and external sources; performing various audit procedures to determine whether 
fraud may have occurred; evaluating the loss associated with the alleged fraud; and determining 
who was involved and how it may have occurred. 

FCMAT conducted interviews with district management and staff, architects, and contractors. 
The interviews and fieldwork were designed to obtain information related to the district’s 
construction project business practices. FCMAT also reviewed, analyzed and examined business 
records, general ledgers, purchasing activity, vendor detail reports, change orders, change order 
proposals, change order authorizations; information bulletins, board policy and administrative 
regulations; email correspondence, contracts, and other internal documents secured from the 
district and independent third-party sources.

School district construction project delivery methods are typically Design-Bid-Build, Lease-
Leaseback, Construction Management Multi-Prime, Construction Manager At-Risk, Design-
Build, Developer Built, or General Contractor. These types of delivery methods are described in 
the “2018 Delivery Handbook, A Guide to California School and Community College Facility 
Delivery,” known as the ACCM Project Delivery Handbook, published by the Association of 
California Construction Managers at http://www.accm.com/Handbook.htm. The district utilizes 
several of these delivery methods. The scope of this audit and findings do not differentiate 
between these delivery methods. Because of the separation of the Facilities Department from 
the Business Department and internal control weaknesses described in this report, the delivery 
method is not considered material to the findings. And, because the delivery methods were modi-
fied by the facilities department and the type of delivery method is not known for every transac-
tion identified in this report, the findings are not compiled or described by delivery method.

The FCMAT study team’s fieldwork took place between January 2018 and February 2019. The 
fieldwork focused on determining whether there is sufficient evidence to indicate that fraud, 
misappropriation of district construction funds, or other illegal acts may have transpired because 
of poor management controls. 
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Fraud, Occupational Fraud and 
Internal Controls
Fraud can include an array of irregularities and illegal acts characterized by intentional deception 
and misrepresentations of material facts. Occupational fraud and abuse is defined as “the use of 
one’s occupation for personal enrichment through the deliberate misuse or misapplication of the 
employing organization’s resources or assets.” (Wells, Corporate Fraud Handbook, Preventing 
and Detection, 2nd Ed., 2007.) 

Occupational fraud includes asset misappropriation, corruption, and fraudulent financial 
statements. Asset misappropriation is the largest group of occupational schemes that include 21 
separate fraudulent disbursements schemes.

Although all employees have some degree of responsibility for internal controls, the governing 
board, superintendent and senior management are ultimately responsible. 

Occupational Fraud
An organization’s owners, executives, managers or employees may commit occupational fraud 
using various schemes. Occupational fraud occurs when an organization’s owners, executives, 
managers or employees use their position within the organization to deliberately misuse or 
misapply the employer’s resources or assets for personal benefit. The three main types of occupa-
tional fraud are asset misappropriation, corruption, and financial statement fraud.

Asset misappropriation fraud includes cash skimming, falsifying expense reports, payroll, 
accounts payable, inventory and/or forging company checks. Corruption schemes involve an 
employee(s) using his or her influence in business transactions to obtain a personal benefit that 
violates that employee’s duty to the employer or the organization; conflicts of interest fall into 
this category. Financial statement fraud includes the intentional misstatement or omission of 
material information in the financial reports.

Occupational fraud is one of the most difficult types of fraud and abuse to detect. However, 
the most common method of detection is receiving tips from employees, customers and anon-
ymously, accounting for 40% of detection methods overall. According to the 2018 Report to 
the Nations on Occupational Fraud and Abuse prepared by the Association of Certified Fraud 
Examiners, Inc. (ACFE), 31% of local governments are victimized by occupational fraud with a 
median loss of $92,000. 

Based on survey to respondents in the ACFE 2018 report, another section explains that 30% of 
all cases cite that “a simple lack of controls was the main factor that enabled the fraud to occur, 
while another 19% of cases occurred because the perpetrator was able to override the controls 
that had been put in place.” 

The primary internal control weaknesses that contribute to occupational fraud, according to the 
ACFE report, are as follows:
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• Lack of internal controls, 30%

• Override of existing controls, 19%
• Lack of management review, 18%
• Poor tone at the top, 10%

• Lack of competent personnel in oversight roles, 8%

• Others, 15%

Based on this report, the perpetrator’s position and authority in the organization have a direct 
correlation with the losses incurred. ACFE reports that, 44% of fraudsters were employees, 34% 
were managers, 19% were owner/executives, and 3% other categories.

Essential elements of fraud must be present for a perpetrator’s unethical behavior to occur. The 
fraud triangle (Cressey, 1953) includes three factors: incentive/pressure/motivation, opportunity, 
and rationalization/attitude. An extension of the fraud triangle is the fraud diamond, which adds 
capability to the mix (Wolfe and Hermanson, 2004). 

Capability

Incentive 
or Pressure

Opportunity

Rationalization/ 
Attitude

Fraud 
Diamond

To commit fraud, the perpetrator usually has the following characteristics:

• Incentive/Pressure/Motivation

• Needs to get something accomplished, self-promoting, has financial pressures or
personal reputation to protect

• Opportunity

• In a position of authority or provides an essential function in the organization

• Rationalization/Attitude:

• Confident that fraudulent behavior will go undetected

F I N  A  L
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• Capability

• Able to understand the systems (financial/accounting) and can override internal
controls

• This report presents findings demonstrating the former assistant superintendent
of facilities, Rozzi, had the opportunity, rationalization/attitude, and capability to
allegedly divert district funds for nondistrict purposes

Internal Controls
Internal controls are the principal mechanism for preventing and/or deterring fraud or illegal acts 
and protecting the district from fraud or misappropriation of funds. Illegal acts, misappropriation 
of assets or other fraudulent activities can include an assortment of irregularities characterized by 
intentional deception and misrepresentation of material facts. 

An effective system of internal control provides a foundation for sound financial management 
and provides reasonable assurance that a district’s operations are effective and efficient, the finan-
cial information produced is reliable, and the district operates in compliance with all applicable 
laws and regulations. Board policies, procedures, checks and balances are specific internal control 
elements intended to ensure that financial information provided to senior management and the 
governing board for decision-making is reliable and complies with laws and regulations. 

Management and employees with administrative responsibility have a fiduciary duty and a higher 
standard of conduct to the district in the course of their employment and are entrusted to safe-
guard assets and ensure that internal controls function as intended.

Internal control elements provide the framework for an effective fraud prevention program. 
An effective internal control structure includes the policies and procedures used by staff, 
adequate accounting and information systems, the work environment, and the professionalism 
of employees. The five interrelated elements of an effective internal control structure and their 
definitions are included in the table below.

Internal Control Element Definition

Control Environment

Commonly referred to as the moral tone of the organization, the control environment 
includes a code of ethical conduct; policies for ethics, hiring and promotion guidelines; 
proper assignment of authority and responsibility; oversight by management, the board or 
an audit committee; investigation of reported concerns; and effective disciplinary action 
for violations.

Fraud Risk Assessment
Identification and assessment of the organization’s objectives to develop a strategy to 
react in a timely manner. 

Control Activities

The development of policies and procedures to enforce the governing board’s directives. 
These include actions by management to prevent and identify misuse of the district’s as-
sets, including preventing employees from overriding controls in the system. 

Information and Communication

Establish effective fraud communication. Ensure that employees receive information re-
garding policies and opportunities to discuss ethical dilemmas. Establish clear means of 
communication within an organization to report suspected violations.

Monitoring
Conduct ongoing monitoring that includes periodic performance assessments to help 
deter fraud by managers and employees.

The following is a partial list of deficiencies and omissions that can cause internal control failures:

• Failure to adequately enforce and/or segregate duties and responsibilities related to
authorization.

• Failure to limit access to assets or sensitive data (e.g. cash, fixed assets, payroll and
personnel records).
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• Failure to record transactions, resulting in lack of accountability and the possibility of
theft.

• Failure to reconcile assets with the correct records.

• Unauthorized transactions, resulting in skimming, embezzlement or larceny.

• Lack of monitoring or implementation of internal controls by the governing board and
management, or because personnel are not qualified.

• Collusion among employees where little or no supervision exists.

A system of internal controls consists of policies and procedures designed to provide the 
governing board and management with reasonable assurance that the organization is achieving its 
objectives and goals. Traditionally referred to as hard controls, these include segregation of duties; 
limiting access to cash; management review and approval; and reconciliations. Other types of 
internal controls, typically referred to as soft controls, include management tone, performance 
evaluations, training programs, and maintaining established policies, procedures and standards of 
conduct.

A strong system of internal controls that includes all five elements above is necessary to provide 
reasonable, but not absolute assurance that the organization will achieve its goals and objectives. 

Based on the scope of this audit, the control environment and control activities relate directly 
to the breakdown of internal controls that include many of the deficiencies listed above, which 
are described throughout this report. The internal controls most affected at the district were the 
control environment and control activities. 

Control Environment 
The internal control environment is critical because it establishes the district’s moral tone. 
Though intangible, it begins with the leadership and consists of employees’ perception of the 
ethical conduct displayed by the governing board and executive management.

The control environment is a prerequisite that enables other components of internal control to be 
effective in achieving the goals and objectives to prevent and/or deter fraud or illegal acts. It sets 
the tone for the district, provides discipline and control, and includes factors such as integrity, 
ethical values and competence of employees.

The control environment is weakened significantly by a lack of experience in financial manage-
ment and the absence of an effective internal control structure and oversight. 

The district’s control environment was weakened because Rozzi as a member of the senior 
executive team was able to override other management oversight because the district’s Facilities 
Department was a separate division, without the normal and expected control activities. 

Control Activities
Control activities are a fundamental element of internal controls and are a direct result of policies 
and procedures designed to prevent and identify misuse of a district’s assets, including preventing 
any employee from overriding controls in the system. Control activities include the following:

1. Performance reviews, which compare actual data with expectations. In
accounting and business offices, this most often occurs when budgeted
amounts are compared with actual expenditures to identify variances.

F I N A L
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2. Information processing, which includes the approvals, authorizations, veri-
fications and reconciliations necessary to ensure that transactions are valid,
complete and accurate.

3. Physical controls, which are the processes and procedures designed to safe-
guard and secure assets and records.

4. Segregation of duties, which consists of processes and procedures that ensure
that no employee or group is placed in a position to be able to commit and
conceal errors or fraud in the normal course of duties. In general, segregation
of duties includes separating the custody of assets, the authorization or
approval of transactions affecting those assets, the recording or reporting of
related transactions, and the execution of the transactions. Adequate segre-
gation of duties reduces the likelihood that errors will remain undetected by
providing for separate processing by different individuals at various stages of a
transaction, and for independent review of the work.

FCMAT examined board policies and administrative regulations, and internal controls as consid-
ered necessary. Rozzi’s tenure at the district predates Baker and Murray, many administrators, and 
many individuals he reported to or supervised. For this reason, he was highly trusted and viewed 
as the expert for everything related to facilities. According to Baker, Rozzi set up the Facilities 
Department as its own unit with little business office interaction, was instrumental in developing 
the Facilities Department’s operation, and knew its weaknesses, if not intentionally designed the 
structure to have weaknesses in the control environment. He had the authority to orchestrate 
transactions outside of the business office monitoring and purchasing system. As a result, he 
could do anything he wanted, circumvent any system, override internal controls, or fail to correct 
internal control weaknesses, which could later be exploited.

Rozzi’s authority was broad, with little to no oversight, management control, or segregation of 
duties separating him from authorizing payments to nondistrict vendors and accounts. Because 
he enjoyed a great amount of trust, knowledge and statewide recognition, he was not required to 
submit verification for transactions he initiated. The nature of this organizational structure was 
acceptable and supported by the previous and current board and district leadership, who initiated 
and maintained the structure. When internal controls, policies, procedures and other safeguards, 
such as internal and external auditing break down, other approval processes have less value and 
effect. Ultimately, the findings in this report may have gone undetected were it not for Baker and 
Murray. 

Transaction Sampling 
FCMAT developed and conducted audit procedures to analyze and evaluate allegations and iden-
tify potential outcomes. Fraud audit scope, objectives, and substantive transaction testing was 
based on the audit team’s experience and professional judgment and did not include the testing 
or evaluation of all available transactions and records. Transactions sampled are derived from 
random selection and/or specifically selecting samples based on auditor judgment. 

Transactions selected, when applicable, are analyzed and compared with board policy, admin-
istrative regulations, operational procedures and industry standard or best practice procedures 
and evaluated for proper authorizations and reasonableness based on the team’s judgment and 
technical expertise in school business operations, internal controls, and accounting best practices. 
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Sample testing and examination results are intended to provide reasonable, but not absolute 
assurance of the accuracy of the transactions and financial activity and/or to identify if fraud, 
misappropriation of funds or other illegal fiscal practices may have taken place during the period 
under review.

FCMAT examined numerous bankers’ boxes containing Neff and non-Neff or other contractor 
construction-type documents located in a large storage container, the district facilities depart-
ment office, and at the offices of four architect firms. Construction-related documents are 
contracts, purchase orders, change orders, schematics, maps, accounting records, authorizations 
letters, proposals, checks, disbursement registers, general ledger accounting reports, job cost and 
job progress reports, emails, etc.  

Based on the sampling of documents, FCMAT did not identify any transactions with other 
contractors that were similar in nature to the irregular transactions discovered involving Rozzi 
and Neff. The Rozzi/Neff-type transactions are primarily comprised of Rozzi directing Neff 
to write checks from Neff’s bank account to specific nondistrict vendors and accounts. Those 
accounts are shown in this report as Bank of America, Chase Bank, Citi Bank/AT&T, Wells 
Fargo Bank, and Union Bank. The findings in this report further describe other transaction 
sampling used to develop the information presented.

F I N A L
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Findings

Neff Construction – Experienced in Public School 
Construction Management and Documentation
A review of the Neff Construction, Inc’s website on April 23, 2019 at www.neffcon.com/home 
describes the company as follows;

With an unwavering dedication to integrity and team building, Neff construction has 
established and maintains solid, long-term relationships with school districts, designers, 
trade contractors, state agencies and other stakeholders. This level of dedication rein-
forces our belief that excellent school facilities support excellent educational opportuni-
ties for children.

Our long-term success is primarily the result of our belief in developing and 
promoting the highest caliber of construction experts possible. Our staff brings 
experience and a level of commitment to excellence that is unmatched in the school 
construction industry. This sustained desire to excel have fostered innovative solutions 
which enable us to consistently deliver litigation-free projects on time and within 
budget.

Other core values that we uphold include - clear and transparent reporting, 
continual development and training for staff and future school district construction 
leaders, accessibility of Neff Construction principals.

Regardless of the complexity and challenges associated with a project, we at Neff 
Construction are equipped to provide the highest level of service and performance. 
(Emphasis Added)

Neff is led by Ed Mierau, president/chief executive officer (CEO) and chief financial officer 
(CFO). Mierau is also the director at the Coalition for Adequate School Housing (CASH). The 
CASH School Facilities Leadership Academy Participant Application 2019/2020 describes at 
http://www.cashnet.org/wp-content/uploads/2018/10/SFLA_ParticipantApp.pdf, the purpose of 
the academy as follows:

To fulfill the trust of California’s taxpayers and to meet the expectations of the state’s 
parents, teachers, and students, the CASH School Facilities Leadership Academy was 
established to give tomorrow’s school facilities leaders the opportunity to learn from 
today’s experts. The program’s instructors are the unquestioned authorities on the 
subjects they teach.

The application contains profiles of the five-core academy faculty. Mierau is one of the faculty 
and CASH describes his experience as follows:

Ed Mierau has over 30 years of K-12 school construction building and management 
experience. He has functioned as CEO of Neff Construction, Inc. for the last 19 years. 
His experience includes all aspects of the school planning and building process. Ed 
previously served on the Board of Directors and as the Treasurer of the Coalition for 
Adequate School Housing (CASH). Over the years Ed has contributed to numerous 
State Agency and CASH publications on topics related to school construction.
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Mierau is also one of the five contributor authors to the Guide to California School and 
Community College Facility Delivery 2018 Delivery Handbook and a co-author of “Is an 
Alternative Project Delivery Method Right for your K-12 District.” 

Neff’s chief operating officer (COO) is Ronald Kuehl. His LinkedIn profile identifies he is the 
Neff COO and was the senior project architect at WLC Architects, Inc. from April 1986–April 
1995. Kuehl’s LinkedIn profile states the following:

COO, Neff Construction, Inc., April 1995 – Present…As COO my duties include: 
management of the company, marketing, personnel. As a Principal and Senior Project 
Director, my duties include: client relations, project development, project oversight.

Senior Project Architect, WLC Architects, Inc., April 1986-April 1995…During my 
years of practicing Architecture, my responsibilities included: project development, 
programming, design, construction documents, consultant selection…construction 
administration.

February 2, 2018 Interview at Neff
In an interview on Friday, February 2, 2018 at 9 a.m. at Neff’s Ontario office, Mierau explained 
to FCMAT that before he became president of Neff, he worked as the company’s controller. He 
is president/chief executive officer and chief financial officer of Neff and indicated he would fully 
cooperate with the FCMAT audit. Also present in the meeting was Kuehl and Rod Pacheco, 
attorney for Neff. 

Requested Documents from Neff
Mierau and Kuehl stated they would fully cooperate with the FCMAT audit. Both are experi-
enced with construction documentation. Because of their stated willingness to cooperate, it was 
not considered necessary to request a lengthy list of all documents available at Neff. FCMAT 
provided a short, specific, handwritten list of documents requested centered around checks 
written to vendors directed by Rozzi. The request included documents from calendar years 
2006 through 2017. The documents included a detail general ledger and vendor detail report 
for vendors Union Bank, Bank of America, AT&T, Chase, AT&T Universal, Wells Fargo Bank, 
and all other vendors with checks that were written by Neff on behalf of Rozzi. Because the Neff 
meeting took place early in the audit, FCMAT did not have a complete understanding of all 
possible vendor names Neff had written checks on behalf of Rozzi, which is why all other vendors 
associated with checks directed by Rozzi were requested.  

Neff never provided FCMAT with the documents requested. 

Further Communication with Neff and Neff’s Failed Promise to Cooperate 
with Audit
After FCMAT’s February 2, 2018 meeting with Neff, the team made several attempts via email 
to obtain the documents Mierau said he would provide. 

Emails between Ammermon and Mierau are summarized as follows:

• February 2, 2018, 2:44 p.m.: An email from Ammermon thanked Mierau and Kuehl for
meeting, and Mierau responded that he would get back to Ammermon shortly with an
estimate of the time to produce the reports discussed in his office. Ammermon stated the
following:
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Thank you for meeting with me today. I’m grateful we can start off well. Please 
let me know an estimate of when the vendor detail report for all vendors and 
the general ledger report (excel and PDF format) may be ready for me to pick 
up. If you or your staff have any questions about the data, please contact me any 
time.

• February 2, 2018 2:51 p.m.: Mierau responded stating he would get back to Ammermon
shortly with an estimate of the time to produce the reports discussed in his office, stating
the following. “Thank you for meeting with us today. We will get back to you shortly
with a best estimate of the time required to produce these reports.”

• February 13, 2018 3:19 p.m.: An email from Ammermon followed up with Mierau
about when the records would be ready as follows: “I’m just following up about when
you believe the data will be ready. Hope all is well.”

• February 14, 2018 12:40 p.m.: An email from Mierau to Ammermon, with no other
recipients copied, said the following:

I checked with Myava this AM and she is just finishing up the backlog portion 
of our yearly financial audit process.  Our auditors will be in our offices next 
Monday and she is making sure the audit goes as efficiently as possible.  She 
indicated that she may have a chance on Friday PM to look at running these 
reports. I will keep you posted.  Were you able to get the change order data 
discussed during our meeting from CNUSD?

(Myava Anderson is the controller at Neff.)

• February 14, 2018 5:33 p.m.: Ammermon replied to Mierau, thanked him, and said he
would check back with him on February 23, 2018. Ammermon also stated to Mierau
that the alleged boxes of change orders and a thumb drive he and Kuehl said were
delivered to the district were actually never received. The email indicates FCMAT’s
continued effort to receive the information requested from Neff’s personnel. This is
important because three months later, in a letter from Neff’s attorney dated May 10,
2018 to the district’s counsel, the attorney writes that copies of documents will be
provided as follows:

We further made clear to Mr. Ammermon that if for some reason CNUSD could 
not provide the records we had given to CNUSD in August 2017 we would 
provide copies of them to him. We presume he received them from your client.

FCMAT’s email to Neff dated February 14, 2018 5:33 p.m. clearly indicates that 
Ammermon explained that the district never received any documents or a thumb 
drive as follows:

Thank you Ed. I look forward to the data. Regarding the change order data, 
the information at the district is not as you described with two full boxes of 
change orders. I’m told that Nancy and Lynn at the district were provided by 
Shelly Porter at Neff some additional change order documents, but it was a 
small number of documents, not two full boxes of change orders as perhaps you 
thought. The district was also told they would receive a thumb drive, but I’m 
told your attorney instructed your staff to turn over the flash drive to perhaps 
the district attorney or sheriff. I’m sure there are a lot of moving parts and some-
times it is difficult to track where documents and flash drives, etc. are going or 
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if something becomes left off the list. But, once I receive the data from Myava, 
I’m hopeful we can figure out the best way to compile the data with the least 
amount of waste and a good chain of custody.  

I’ll check back with you and Myava around Thursday, February 23rd. Myava 
probably will need more time if she is still closing you books and meeting with 
auditors. Thank you for the update.

After this correspondence, Mierau discontinued emails with FCMAT.

• March 1, 2018 11:09 a.m.: Because Mierau had not responded, Ammermon emailed
him again and explained that Porter, the accountant at Neff, had determined the exact
amount of Neff checks directed by Rozzi is $2,638,636.82 as follows:

I’m following up again since our last email fifteen days ago. To better help you, I 
was able to find out that Shelly Porter from your accounting office had told the 
district the amount of checks written, in the categories you and I discussed at 
your office, total $2,638,636.82. 

Since Shelly does have an exact amount of the checks, it is likely the associated 
reports, change orders and other related supporting documentation may have 
already been prepared. Hopefully your books are closed, and the auditors have 
completed their fieldwork. 

Please let me know what Myava and Shelly can do on their end to provide the infor-
mation to me possibly in the next week or two. It would be helpful to provide me a 
possible date so I can check my schedule for when I can pick up the documents. 

• May 9, 2018 4:43 p.m.: Rod Pacheco, wrote Douglas N. Yeoman, an attorney at Parker &
Covert LLP, counsel for the district. Neff’s attorney, Pacheco, responds to correspondence
sent by Yeoman on behalf of the district, requesting documents pursuant to provisions
in the construction agreements between the district and Neff. After months of waiting
for Neff to provide the documents initially requested by FCMAT on February 2, 2018
and communicating directly with Neff via email, Pacheco responds to Yeoman implying
Ammermon was not allowed to speak with Neff without Pacheco’s permission as follows:

Mr. Yeoman

Previously you sent correspondence dated May 3, 2018 to my client, Neff 
Construction, on behalf of your client, Corona-Norco Unified School District 
(CNUSD) wherein you demanded a response no later than today, May 9, 2018. 
You will be receiving that response from me shortly.

In the future do not communicate with my client without my express written 
permission. I am concerned that you did so in spite of your client’s knowledge 
that I represent Neff, and in spite of Mr. Ammermon’s knowledge of my repre-
sentation. Please direct all future correspondence to me.  

Both Mierau and Ammermon freely communicated throughout February 2018 
without any objections from Pacheco until Pacheco raised his objections in the May 
9, 2018 letter. Furthermore, neither Neff nor Pacheco ever indicated that commu-
nication was restricted as evidenced by Mierau’s direct email communications with 
Ammermon. Neither Yeoman nor Parker & Covert LLP represent FCMAT in this 
matter; and further, the district is not FCMAT’s client in this matter.  

F I N A L
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If restrictions were in effect, Mierau would not have communicated directly with 
Ammermon. This is important because between February 2, 2018 and May 3, 
2018, FCMAT assumed that Mierau and the corporation he represents, Neff, would 
honor its repeated commitment to assist with the audit. Instead, Neff delayed, 
issued excuses, and further delayed responses, then finally stopped communicating 
altogether. After waiting three months, FCMAT requested the district to write Neff 
to request cooperation and provide documents in accordance with the contractual 
agreement between the district and Neff associated to various construction projects. 

• In a letter responding to the district’s request for documents dated May 10, 2018
and sent to Yeoman, Pacheco alleges Neff has provided countless documents to law
enforcement and the district. However, based on FCMAT’s review of documents the
district and law enforcement provided, the documents Neff allegedly provided to the
district or law enforcement specific to the $2,638,636.82 in Neff checks to Rozzi-
directed vendors are simply not available. Nor has Neff presented any chain of custody
logs or other proof these specific documents were ever provided.

Regardless of the value, quantity, and contents of any alleged documents Mierau/
Neff or Neff’s attorney claim they have provided to law enforcement or the district,
Neff has done the following:

• Failed to cooperate with the FCMAT audit.

• Failed to provide the specific documentation requested by FCMAT.

• Failed to explain why the company could not or would not provide a second
set of alleged previously provided documents.

Mierau should know about the checks written to vendors directed by Rozzi because 
Mierau is not only the CEO but chief financial officer of Neff. In fact, Neff’s own 
accountant, Porter, possessed sufficient knowledge of this area that she told district 
facilities staff, Baker, the exact amount of checks written by Neff was precisely 
$2,638,636.82, down to the penny. Porter is a member of the Neff organization 
who cooperatively reported the amount to the district’s staff upon their inquiry.

In other words, because of Porter, Neff knows how much money was paid to Rozzi-
directed vendors and has refused to assist FCMAT, law enforcement, and the firm’s 
own client, the district. Furthermore, if Neff has truly provided the district the 
documentation as alleged, it should have reproduced it, especially considering the 
expertise Neff and its principal officers purport to have in school district construc-
tion and management.

In the May 10, 2018 letter, Pacheco wrote district council Yeoman stating the 
following:

As it specifically relates to Mr. Ammermon, we made clear to him that we had 
provided documents, four (4) years’ worth, to CNUSD upon Lynne Murray’s 
request in August 2017. Those documents contained much of what you are 
requesting in your correspondence. Which seems to us to be a bit duplicative 
and unusual as we had these records hand delivered to CNUSD in August 
2017. Those records contained copies of checks, emails from Rozzi, and count-
less forms relevant to every request. I would specifically note that these records 
should be within your own client’s actual possession as they were routinely 
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presented and signed by CNUSD personnel, including the Superintendent, 
and most were reviewed and approved by the CNUSD School Board in public 
session. That you are requesting the records within your own possession is quix-
otic. And we informed Ammermon of all these facts and more. We even showed 
him examples of records we had provided CNUSD.

We further made clear to Mr. Ammermon that if for some reason CNUSD 
could not provide the records we had given to CNUSD in August 2017 we 
would provide copies of them to him. We presume he received them from 
your client. If so, we expect confirmation from you so we can dispense with 
discussing those items further. Please confirm. (Emphasis added]

As detailed above, the only meeting between Neff and FCMAT (Ammermon) occurred on February 
2, 2018 at Neff headquarters. There, FCMAT provided a handwritten list of the items requested. 
Neff indicated it would fully cooperate, but never provided any of the documents requested. 

Neff’s May 10, 2018 letter is written more than four months after the February 2, 2018 meeting 
with FCMAT. The May 10, 2018 letter implies that Neff showed FCMAT examples of records; 
however, FCMAT does not recall being shown these examples during the meeting. Even if docu-
ments were shown, FCMAT was not provided with any copies. More important is the fact that 
Neff’s May 10, 2018 letter attempts to recast the written facts about the alleged documents Neff 
claims it provided to the district or law enforcement. 

FCMAT’s email dated February 14, 2018 5:33 p.m. clearly indicated that the district did not 
receive any boxes of documents or a thumb drive. Neff knew in February 2018 that neither 
FCMAT nor the district had any of the records Neff alleges it provided. 

Three months after this notification, Neff’s counsel wrote a May 10, 2018 letter stating the 
following: 

We further made clear to Mr. Ammermon that if for some reason CNUSD could not 
provide the records we had given to CNUSD in August 2017 we would provide copies 
of them to him.

For Neff to assure that it will provide records if requested when it already knew of the February 
14, 2018 5:33 p.m. email is misleading and disingenuous. At this point, it became clear to the 
district and FCMAT that Neff would not assist in the audit or provide any records.  

Neff discontinued communicating with FCMAT, at no time provided any alleged documents 
to FCMAT, and effectively stalled and lengthened the audit process because of their failure to 
cooperate. Instead, as the correspondence highlighted above demonstrates, Neff gave repeated 
excuses about providing documentation and then discontinued communicating with FCMAT. 
Neff attempts to redefine the events to appear cooperative but fails repeatedly to do the one thing 
it was asked, which is to provide the requested records. Even if the district somehow lost any 
alleged records Neff believes it provided, or the records were sent somewhere else, Neff surely 
knows what they are, allegedly has copies, and could have provided them as requested.

District’s Failure to Enforce Its Own Contract with Neff
When it became clear that Neff was unwilling to assist in the audit or provide records directly to 
FCMAT, the district requested Neff to provide records. In a letter dated May 3, 2018, Yeoman 
wrote Neff regarding, “Audit Request of Construction Documents.” In this letter, directed to 
Mierau, a list of ten items was requested including “Copies of checks paid to payees directed by 
Ted Rozzi such as but not limited to the following alleged payees: 

F I N A L
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A. Bank of America;

B. Citi Bank;

C. AT&T;

D. Union Bank;

E. Wells Fargo;

F. Chase Bank;”

The letter also addressed the attempts by FCMAT to obtain information from Neff and cited the 
audit provisions in contracts between Neff and the district as follows:

It is our understanding that an audit of the aforementioned records has been requested 
by FCMAT in part based upon the information provided by Shelly Porter, one  of your 
accountants, who informed District Facilities staff that the total amount of alleged 
checks written to alleged payees directed by Ted Rozzi is $2,638,636.82. Although a 
number of attempts have been made by Mr. Ammerman to secure these documents as 
part of its audit, as of yet, no documents have been provided.

As you are aware, each construction contract that has been entered into between the 
District and Neff Construction, Inc., contains substantially the following provision: 

“At its own cost, District shall have the right to review and audit, upon reasonable 
notice, the books and records of Contractor concerning any monies associated with 
the Project. Any such audit shall be performed by an independent auditor, having no 
direct or indirect relationship with the functions or activities being audited or with the 
business conducted by Contractor or District.”

Neff’s attorney, Pacheco responded in the May 10, 2018 letter referenced above. Yeoman summa-
rized Pacheco’s May 10, 2018 response about the records in an email to the district and FCMAT 
dated May 10, 2018 as follows:

Although Mr. Pacheco is correct as to the primary purpose for the audit provision 
contained in our DBB and LLB documents and the 4-year duration for maintaining 
those documents, since he does not deny having the requested documents, I can only 
assume he has the documents.

Because Neff failed to cooperate, FCMAT requested the district to enforce the audit provisions of 
the contracts. On May 22, 2018, the district emailed FCMAT and Yeoman stating the following:

The district is in receipt of the letter from Mr. Pacheco, dated May 10, 2018 and has 
decided to not make any further requests for documentation from Neff Construction.  
Please let me know if you have any questions or need additional information.

The district’s failure to enforce its own contract provisions with Neff that it knows may have 
assisted Rozzi in allegedly diverting funds from the district was unexpected. Also unexpected 
was that even after the district was aware of the nature of transactions of Rozzi directed checks 
through Neff and after Rozzi retired, the district still awarded another construction contract to 
Neff on October 17, 2017 with a value of over $41 million. 
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Ted Rozzi 
Example of Checks to Rozzi Directed Accounts Facilitated by Neff 
Questionable transactions identified during early stages of the audit consisted of checks requested 
by Rozzi through Mierau. Under the presumed direction of Mierau, Neff issued checks to 
vendors directed by Rozzi. The Rozzi directed vendors were Bank of America, Chase Bank, Citi 
Bank/AT&T, Wells Fargo Bank, and Union Bank. According to Baker, the district does not 
have accounts with any of the vendors described above in which a contractor would be making 
payments on behalf of the district.

Working with the Facilities Department and district management, the district provided FCMAT 
with the documents and information that were available either in its files or were reconstructed. 
Table 1 presents Rozzi-directed checks; for most, the Facilities Department was able to provide a 
summary spreadsheet of the contract, purchase order, the email from Rozzi to Mierau requesting 
a check, and other documents. Based on available records at the district and other sources, 
and without the benefit of any records possessed by Neff, this review was able to substantiate 
$494,395.78 worth of payments made by Neff as directed by Rozzi that corresponds to identifi-
able district school construction projects.

Table 1

Table 2 summarizes from Table 1 the checks issued by Neff to Rozzi directed vendors.

Table 2

Table 1 identifies certain checks that correlate to a district summary spreadsheet. The spreadsheet 
is a Microsoft Excel spreadsheet prepared by the district Facilities Department that tracks a 
construction project’s financial transactions. When a summary spreadsheet is available, it identi-



Fiscal Crisis & Management Assistance Team

22

fies the total contract amount, change orders, invoice data from Neff requesting payments, and 
the amount paid by the district. This is important because if Rozzi-directed vendor checks were 
paid from district construction project funds, the funds paid by Neff to Rozzi’s vendors would be 
allegedly misappropriated from the district. 

To determine if the funds Rozzi allegedly received came from the district, FCMAT identified 
the construction project that Rozzi directed Mierau to assign the check. FCMAT compared the 
district’s construction project summary spreadsheet data, which includes the total contract price 
and change orders that affect the total contract price, to the checks the district paid to Neff to 
confirm if a project was fully paid off. 

If the total amount of payments made by the district to Neff agree with the total construction 
project contract amount, and a Rozzi-directed check is part of the payments from the district to 
Neff, the funds used to pay these checks came from the district. Therefore, this analysis contrib-
utes in determining if district funds were directed through Neff to allegedly enrich Rozzi and 
defraud the district. 

Image 3 is the district’s Santiago High School Bleacher Expansion construction job summary 
spreadsheet. The summary spreadsheet information was traced through available district docu-
ments. Images 3 through 11 represent one example of the method used by Rozzi and Neff to 
potentially enrich Rozzi and defraud the district. Other examples are provided in other images 
throughout this report. 

Image 3

(Highlights and handwritten and typed notes are added by FCMAT.)

F I N A L
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As shown in Image 4, the district’s purchase order number 167893 for $1,396,153 agrees with 
the original contract amount of $1,396,153 displayed in Image 3.

Image 4

(Highlights are added by FCMAT.)

The original contract amount in Image 3 is shown as adjusted for sublease and change orders, 
resulting in a net contract amount of $1,146,666.68 owed to Neff. Neff billed to the district 
seven invoices totaling this amount, and the district paid all of them, meaning the contract was 
paid in full except for a five-cent difference as shown in Image 3. 

To verify this information, FCMAT traced each payment to the district’s accounting books 
general ledger detail report and vendor history report. Image 5 represents district payments to 
Neff as reported in the district’ general ledger detail report correlating to items 1–7 circled in red 
in Image 3. 
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Image 5

(Highlights and handwritten and typed notes are added by FCMAT.)

The general ledger detail report identifies the payment information and amount and check 
number, which is cross confirmed in the vendor history report in Image 6.

Image 6

(Highlights and handwritten notes are added by FCMAT.)

F I N A L
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Paying the contract in full means the district fully paid all components of the contract or 
guaranteed maximum price (GMP), including contractual components such as contingency and 
allowance amounts. Contingency and allowance amounts represent dollars set aside within the 
contract that either the contractor or district, may use to pay for additional costs. Changes in 
costs are typically evidenced by a change authorization and change order. 

If the contingency or allowance amounts are not used in a contract or if a balance is remaining, 
the balance represents additional savings to the district that would not be paid to the contractor. 
Because Rozzi controlled how funds were spent on Neff construction projects, Rozzi could 
control the time and purpose the funds would be spent from the contract’s contingency and 
allowance accounts. More about contingency and allowance transactions is discussed later in this 
report in the section titled Change Order/Authorization Documentation.

Based on the emails sent by Rozzi to Mierau, Neff paid the transactions presented in Table 1 
primarily through change authorizations affecting the allowance or contingency account. The 
payments were arranged through emails between Rozzi and Mierau. Based on the documents 
reviewed, the only requirement for Rozzi to receive a check from Neff was an email from Rozzi 
describing the amount and the payee. 

Table 1 and Image 3 identify the amount of $39,488.15. This amount is described in an email 
from Rozzi to Mierau sent on Tuesday, July 26, 2016 at 3:59 p.m. Rozzi states in the email as 
follows: “Need check for $39,488.15 – Bank of America (charge to Santiago HS bleachers allow-
ance/bid savings).”

Rozzi’s email to Mierau is shown in Image 7.

Image 7

(“Sonya” in item #3 of the email in Image 7 is Rozzi’s then-wife, now alleged ex-wife.)

Image 8 is Mierau’s Wednesday, July 27, 2016 at 7:48 a.m. response stating, “Will have the ck. 
Ready this PM.”

Based on the emails reviewed by FCMAT, Mierau does not question why Rozzi needed the money, 
why the check is written to Bank of America, or require detailed documentation to support the 
payment from Neff’s checking account. FCMAT examined other change order requests processed 
by and from Neff. As the general contractor, Neff’s subcontractors would also propose changes to 
the job’s construction specifications and run the changes through Neff as a change order. 
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An examination of change orders submitted to Neff by Neff subcontractors found that most 
required highly detailed explanations along with pages of documentation. In contrast, Rozzi 
simply sends an email to Mierau and the check is ready, often the same day. See Image 7.

Image 8

To document the checks requested by Rozzi, based on the emails examined, Neff’s Accounting 
Department places a stamp on the email request and handwrites the job number, check number, 
date paid, account number, and check amount. 

Image 9, as received from the district, identifies the handwritten information included within 
the squared off stamp section. The stamp includes Neff construction job and account codes, the 
date the check was paid, July 27, 2016, the check number, 45200, and the total amount paid, 
$39,488.15. The stamp also shows that the account and job number were split as $28,009 into 
job 516/80000, account 50001, and $11,479.15 to job 516/68000, account 50001. 
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Image 9

(Highlights are added by FCMAT.)

Image 9 is the same email as image 7 except that it shows at the bottom of the email Neff’s job 
allocation stamp. Rozzi’s email limits his request to charging the Santiago High School bleachers 
allowance/bid savings. From this point on, no emails or other documentation from Neff is 
available or has been provided by Neff explaining how or why Neff determines to allocate the 
$39,488.15 between an errors and omissions contingency of $28,009 and a plumbing allowance 
of $11,479.15 as shown in Image 9’s job allocation stamp and Image 10’s change order proposal
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Neff documented its allocation of Rozzi’s request by preparing an internal change order 
proposal shown in Image 10. The change order proposal identifies the request as “District 
GMP Disbursement.” It also indicates that the charge is to the allowance for E&O contingency 
(errors and omissions) and plumbing allowance. Also written across three columns is “Check to 
District,” “Corona-Norco USD,” and “$39,488.15”; however, the check Neff prepared is actually 
written to Bank of America, not “Corona-Norco USD” as is shown circled below. The district 
stated it has no record of a of $39,488.15 check from Neff. The change order proposal is dated 
August 3, 2016, a week after the check was actually issued and delivered to Rozzi.

Image 10

(Highlights and circled items are added by FCMAT.)

Image 11 presents the Neff change order request (COR) document. The COR is authorized by 
WLC Architects, Inc. and the district. Neff’s COR fails to explain or describe why Rozzi directed 
the check to be paid to Bank of America. No explanation is included of why Neff’s COR states 
in the subject section, “Disburse a portion of the remaining guaranteed maximum price to the 
District at District’s request” when Neff’s document shows the check is not written to the district. 
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Neff’s change order proposal fails to disclose the check is to Bank of America, which misidentifies 
the payee as the district. Like the change order proposal in Image 10, the change order request is 
dated August 3, 2016, a week after the check was issued.

Image 11

(Highlights are added by FCMAT.)

(Sam Morrison is construction project manager of the district.)

Neff’s change order request also fails to disclose the check is to Bank of America, which also 
misidentifies the payee as the district.
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Other change order inconsistencies include:  

• Neff’s change order request fails to identify Bank of America as the payee.

• The COR subject box reads, “Disburse a portion of the remaining guaranteed maximum
price to the District at District’s request.” (emphasis added)

Stating the funds are “…to the District” is supported by Neff’s change order proposal
in Image 10, which states, “Check to District.” Neff is alleged to be experienced in
construction management and documents and therefore, is presumed to be aware it
is not paying a check to the district.

• Neff’s change order request number 07 (Image 11) indicates that $28,009 is to be
charged to E&O Contingency and $11,479.15 is to be charged to Plumbing Allowance.
However, there is no disclosure regarding how, why, or under whose authority it was to
allocate the Bank of America check to E&O Contingency and Plumbing Allowance.
Rozzi’s email in Image 9, line item #1, only specifies “Santiago HS bleachers allowance/
bid savings”, not E&O Contingency and Plumbing Allowance.

Again, it is unknown how Neff converted Rozzi’s instructions from “bleachers
allowance/bid savings” to dividing the amount between the E&O contingency and
plumbing allowance. Neff should have detailed how a check to Bank of America
directed for bleachers allowance and bid savings was converted to errors and omis-
sions and plumbing, but did not.

• Neff Constructions’ project manager approves the change order request, giving the
document authenticity, and the document is signed by the district’s architect, WLC
Architects, Inc. dated August 4, 2016 and approved by the district.

• The Rozzi email date requesting the $39,488.15 is dated July 26, 2016, and the Neff
check is dated July 27, 2016 (Image 9); however, both the change order proposal and
change order request (Images 10 and 11) are dated August 3, 2016, a week after the
check was issued.

• Neither the Neff change order proposal nor change order request identify or describe
why or how Neff has the authority or ability to issue a check based on an email request
from Rozzi before the change order authorization dated August 4, 2016 was approved
and processed by the architect. (Table 3)

The transaction sample provided by the district did not include any other supporting documents, 
notes, or other information demonstrating that Neff requested further clarification for the 
purpose of the $39,488.15 check to Bank of America requested by Rozzi. 
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Change Order/Authorization Documentation
Change orders are required to approve changes to a construction contract for various reasons. 
Most change orders are architect, engineer or subcontractor-initiated modifications to specific 
components of the work required, which often affects the cost of the associated work. They 
typically start as change order requests/proposals, become change authorizations, and complete 
the process as a change order. The change order is typically the document used to obtain the 
governing board’s approval, to approve payment for the changes and is supported by the neces-
sary information and backup. 

As the general contractor, Neff and its experienced management and staff review requested job 
modifications and submit the proposed changes to the architect and district for approval. Formal 
approval for change order proposals is made through a change order authorization and/or change 
order request signed by the architect. According to architects FCMAT interviewed, no activity, 
including checks written, should occur at least until the day the architect signs the change autho-
rization.  

The architects explained that in some cases, they are not responsible for approving change 
authorizations to the contractor allowance and contingency because these costs are between the 
district and the contractor. The architect would approve a change authorization when the actual 
construction work results in a modification. Murray indicated that in a typical contract, five 
percent may be set aside for allowance or contingency costs, which ordinarily do not require 
documentation through the change authorization process. Because Murray was not receiving 
cooperation and documentation from Neff and Rozzi about the purpose of certain contract 
expenditures such as payments to Bank of America through Neff, she began requiring Neff to 
submit change authorization forms for contingency and allowance transactions. This means 
until she required the uncharacteristic use of the change authorization forms for contingency 
and allowance transactions, Neff or Rozzi provided little or no documentation about those 
transactions. More troubling is that Murray was not the only person administering projects, 
which means other district project managers may not have required any change authorizations or 
detailed supporting documentation for contingency or allowance transactions between Neff and 
Rozzi. According to and until Murray and Baker discovered use of the contingency and allowance 
accounts for payments to Rozzi-directed accounts Bank of America, Chase Bank, AT&T, etc., 
neither Neff nor Rozzi were transparent about the transactions. 

Architects explained, because allowance and contingency costs are for transactions negotiated 
with the contractor and district, they may or may not be involved or their involvement may be 
to only process the paperwork. Therefore, architects may choose whether to sign a change autho-
rization, and in some cases may not even receive it from the contractor or district for allowance 
and contingency changes. In some instances, the architect may process a change authorization 
as part of the change order document package for payment, but not have responsibility for it. 
Therefore, when the architect is not required to vet an allowance or contingency change autho-
rization such as the Rozzi-directed contractor allowance and contingency change authorizations 
for payments, a weakness can be exploited in the control environment, monitoring, and approval 
internal controls. Nevertheless, there is a contradiction in the architect authorization process and 
the internal controls that process represents. Even though architects explain they may not have 
responsibility for change authorizations, as shown in Image 11, the change order request states 
the following: 
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Your approval signatures below will provide Neff Construction, Inc. with a formal 
Notice to Proceed with this change. This document is effective only when signed by the 
District and the Architect.

Image 13 is a change authorization and it also states their approval is required to proceed as 
follows:

Your approval signatures below will provide Neff Construction, Inc. with an approved 
authorization to proceed with this change with the knowledge of a formal Change 
Order (CO) to follow. This document is effective only when signed by the District, and 
the Architect. 

Architects continue to explain when the change authorization represents a contractor allowance 
or contingency, their signature may merely mean they are approving change authorizations as a 
pass-through transaction, they will process the change authorization as part of the change order 
for payment but may not know or be responsible for how contingency and allowance funds will 
be used, and the district is the primary authorizer. Table 3 further below demonstrates that Neff 
actually issued Rozzi directed checks even before the change authorization date.

Regardless whether or not the architect has responsibility for allowance or contingency trans-
actions, the experienced Neff staff and senior management such as Mierau should know that 
as a contractor they would normally only issue checks to subcontractors, vendors for materials, 
their own staff to perform work, or as refunds or other disbursements where the check is actually 
written to the name of the district.

Yet Neff, with Mierau’s alleged knowledge and cooperation, continued to write checks as directed 
by Rozzi to non-Neff-subcontractors, not their own staff, but to unrelated vendors and accounts. 
And the checks were not made payable to the name of the Corona-Norco Unified School District 
as shown in Neff’s change order proposal and change-order request documents. Mierau has 
30-plus years of experience in school facility construction management and even teaches school
facilities professionals across California. Information describing Mierau’s experience presented
in this report indicates he is intimately familiar with school district processes and procedures.
There is no evidence that suggests Mierau questioned Rozzi, alerted the district to concerns about
Rozzi’s directed payments, or alerted regulators or law enforcement. In fact, the evidence demon-
strates that Mierau facilitated the diverted checks for Rozzi.

From the district’s archived file storage, FCMAT sampled the available documents stored in 25 
boxes containing folders related to archived district construction projects. The boxes and folders 
sampled consisted of at least 53 vendors, 162 change orders, and more than 4,000 pages of 
change order documents, communications, payments, and accounting and financial reports. The 
vast majority of the construction documents examined contained details supporting the transac-
tions. This documentation was in such detail that the Neff subcontractors even provided pictures, 
parts listings, drawings, brochures, and other details to substantiate change order proposal 
requests. District warrant number 07941167, dated April 4, 2012, for $79,083.08, of Neff’s 
documentation to the district even contained pages of daily shipment detail reports. 

Even change orders of only $459.70 had five pages of documents supporting the requested 
change. Details of the change order are as follows:
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The subcontractor submitted a $459.70 change order request dated January 11, 2012 for 
dressing room and toilet area revisions at the district’s Centennial High School-Phase II project. 
Neff submitted the subcontractor’s request to the architect on February 15, 2013 citing the cost, 
subcontractor name, a statement that Neff had reviewed the cost and found it acceptable, and 
provided details of the changes as follows:

Please review the attached Change Order Request Proposal…for the added 
acoustical ceilings per IB #55, which revises the Green Room B134 & Storage 
Room B135 to become the new Girls & Boys Dressing Rooms B154 & B155 
and revises the Toilet Rooms to become Girls & Boys Toilet Rooms B152 & 
B153.

(IB is an Information Bulletin which is typically how a change authorization 
begins.) 

• The architect sent a transmittal dated February 15, 2013 to the district referencing the
attached change order for the district’s review and approval. The architect states in the
transmittal that it has reviewed the change order “…and feels that the proposed amount
is reasonable and recommend it be approved.”

• The district responded in a letter to the architect dated February 15, 2013 with a fax date
of February 19, 2013, by reciting the changes and room numbers affected, approved the
changes by writing, “…addition of $459.70 is acceptable”

• The architect was directed to “Please notify Neff Construction, Inc. that they may
proceed accordingly.”

FCMAT contends that California school facilities, facility accounting and purchasing profes-
sionals would opine that this is the typical change authorization process, and many would add 
that the timeframe would customarily be longer and include district governing board approval.

When it came to request a check from Neff, Rozzi’s pattern is the only documentation he 
submitted to Neff was an email to Mierau. Essentially, based on the information available, all 
Rozzi had to do was ask for money from Neff, the check was granted by Neff, and was hand-de-
livered to Rozzi by Mierau (Image 21). 

Table 3 is an analysis of Rozzi check dates compared to change authorization dates signed by 
architects. The table establishes within the sample examined that Rozzi checks from Neff were 
often dated between one day and 126 days before the architect’s change authorization request 
date. This means the architect did not receive the change order request for a Rozzi check until 
after Neff had written it.   

Another example of the disparity between a change request from Rozzi versus other Neff change 
order requests is the email from Rozzi to Mierau dated January 13, 2016 10:09 a.m. in Image 
12 corresponding to the change authorization #00026 for the Corona High School Gymnasium 
Addition demolition of the portables in Image 13. 

In the email, Rozzi requests a Neff directed check to Bank of America for $24,788. The check is 
to be charged to the Corona High School Gymnasium portables allowance. The check was paid 
the same day as the request, January 13, 2016, but the architect did not approve the change until 
February 29, 2016 or 47 days later.
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Image 12

(Highlights and typed notes are added by FCMAT. Handwritten entries within box are Neff’s.)

Image 13 is Neff’s change authorization form authorizing the check to Rozzi; however, no infor-
mation is presented to identify any specifics of the transaction other than as shown in the subject 
category as an “Owner Expenditure”.
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Image 13

(Highlights and typed notes are added by FCMAT.)
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For comparison purposes, FCMAT reviewed another portables allowance change authorization 
that was not a request by Rozzi. Image 14 is a change authorization for the Corona High school 
gymnasium addition charged to the portables allowance. When it is not a check for Rozzi, as 
shown in Image 14, the Neff change authorization form is complete with detailed descriptions, 
amounts, and attachments. 

Image 14

(Highlights and circled items are added by FCMAT.)
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Both Neff senior executives, Mierau and Kuehl are experienced construction company operators. 
Kuehl was an architect, and Mierau was Neff’s former controller and the companies’ current chief 
executive and chief financial officer. As previously stated, Mierau has 30-plus years of experience 
in school facility construction management and even teaches school facilities professionals across 
California. He is intimately familiar with school district processes and procedures. Neff should 
have questioned and documented in greater detail how it could require detailed change order 
documentation and communications with subcontractors and architects, but for Rozzi, produced 
a check based on an email.



Fiscal Crisis & Management Assistance Team

38 F I N A L



Riverside County Office of Education

F I N A L 39

Additional Example of Checks to Rozzi Directed 
Accounts Facilitated by Neff 
Concurrently with FCMAT’s audit, the Riverside Sheriff’s Office (RSO) was conducting its own 
investigation. RSO was able to obtain documents directly from banking institutions. Using these 
documents and those provided by the district, sheriff’s investigators were able to determine details 
on payments directed by Rozzi to Bank of America and Citi Bank/AT&T as shown in Tables 1 
and 2. Image 15 represents a Neff prepared check to Bank of America for $39,488.15.

Image 15

(Highlights are added by FCMAT.)
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This check amount and number is referenced in Image 9 and the amount shown in Images 10 
and 11. The memo section of check number 45200 in Image 15 includes a handwritten account 
number 5280-7167-6748-6732. The Riverside sheriff’s investigators connected this check and 
many like it to alleged Rozzi credit card accounts. 

Similar to the $39,488.15 transaction traced through and described above, Table 1 and Table 3 
contains at reference line A1, check number 35924, for $43,788.15. Check 35924 (Image 16) 
is part of the district’s Yorba Elementary School Ronald Reagan construction project, purchase 
order number 148394. 

• The Yorba Elementary School Ronald Reagan construction project was also paid in
full to Neff. The payments to Neff reconcile to the district’s general ledger and vendor
history report. The check from Neff is issued based on a Thursday, July 10, 2014 10:28
a.m. email from Rozzi to Mierau with subject of “Check Needed” and email stating the
following

Need a check for Bank of America 
$43,788.15
Charge to Yorba-District change allowance

• The email image has a Neff accounting information stamp containing handwritten
check, job, amount, etc., information.

• Neff’s Change Authorization form, dated November 12, 2014, fails to provide an
amount or subject, does not reference an email from Rozzi, and the Description of
Change is limited to stating the following: “Please review this Change Authorization
(CA) proposal No. 032 dated 11/12/14 for misc. district directed payment.”

• The Rozzi email date requesting the $43,788.15 is July 10, 2014; and the Neff check is
dated July 10, 2014 (Image 16). However, Neff’s change authorization number 00032
is dated November 13, 2014, over four months, or 126 days after the check date,
(Table 3), and is not signed by the architect. Neff’s change order number and change
cost distribution number is identified as 00003, is signed by PJHM Architects, Inc.,
corresponds to the amount of $43,788.15, is a line item within a total change amount of
$233,475.19 and is dated January 12, 2015, more than six months later.

• Table 3 compares the Neff prepared check date to the date the change authorization is
signed by the architect.
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Table 3

• The available documents indicate the architect did not approve any change order
authorizations before the check was issued by Neff. In other words, Neff prepares, and
issues checks to Rozzi-directed vendors before the approval of the architect and district.

• The Neff-prepared change order documents fail to identify or describe why or how Neff
has the authority or ability to issue a check based on an email request solely from Rozzi
before it is fully approved and processed.

• When Neff’s controller, CEO/CFO, or Accounting Department reviewed the canceled
checks to reconcile their bank account and construction project reports, they must
have or should have noticed handwritten account numbers on their own printed
checks. FCMAT cannot find any email communications between Neff and district staff
questioning why their checks are altered.
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Diverted District Money
Image 16 identifies check number 35924 which also has a hand-written number in the memo 
section.

Image 16

(Highlights and circled items are added by FCMAT.)

According to analysis by the Riverside sheriff’s investigator and based on the available evidence, 
the handwritten check memo number 5401-2617-8259-5252 corresponds to Rozzi’s Bank of 
America UCLA Alumni Association credit card account as shown in Image 17.
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Image 17

(Highlights, circled items, and typed notes are added by FCMAT.

The check date of July 10, 2014 is four days before the $43,788.15 is posted on July 14, 2014 
as a payment in Rozzi’s Bank of America UCLA Alumni Association credit card statement. Neff 
issued checks to Rozzi directed vendors/payees and Rozzi was able to use the district’s construc-
tion funds through Neff as alleged payments to his personal Bank of America credit card. 

The June 13, 2014 Bank of America UCLA Alumni Association payment of $13,000.54 shown 
in Image 17 corresponds to another Rozzi-requested check from Neff dated June 10, 2014, check 
number 35681 shown in Image 18, for $13,000.54. Check number 35681 is also identified in 
Table 4.  
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Image 18

(Highlights and circled items are added by FCMAT.)

As shown in Images 16-18, the checks from Neff are written to Bank of America and Rozzi 
allegedly processes the checks as his Bank of America credit card statement payments. The 
payments reduce Rozzi’s UCLA Alumni Association credit card account balance. Rozzi is 
allegedly able to convert the check from Neff to Bank of America into his own personal use of 
funds by writing his credit card account number in the Neff check memo and complete the 
diversion by paying his credit card with the Neff check. This enables Rozzi to make purchases 
through the credit card. 

Another method to divert funds and access cash is to obtain advance of cash from the credit 
card account. Image 19 is the deposit and other additions section of Rozzi’s June 26, 2014 – 
July 28, 2014 Bank of America bank statement account ending in 2508. The bank statement 
shows that on July 11, 2014, Rozzi deposited $1,000 into his bank account through an online 
banking advance transfer from an account number ending in 5252, corresponding to the same 
UCLA Alumni Association credit card account number also ending in 5252. 
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Image 19

(Highlights are added by FCMAT.)

Based on FCMAT’s analysis of the Neff checks to Rozzi-directed vendors, no checks were deposited 
directly into Rozzi’s personal bank account. Instead, the evidence indicates that Rozzi used the Neff 
checks to make payments on his many credit cards. Once the Neff checks were used to pay Rozzi’s 
credit card accounts, Rozzi could transfer funds from the credit card into his personal bank account 
or make purchases using his credit card.  

Available Neff Checks Directed by Rozzi Total $1,176,956.50
The sheriff’s investigators discovered additional checks written by Neff. Investigators uncovered 
$682,560.72 in additional checks from Neff that were located in Rozzi-owned accounts. The two 
amounts of $494,395.78 (Table 1) and $682,560.72 (Table 4) total $1,176,956.50 in Neff checks 
to Rozzi. 
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Table 4

Table 5 summarizes the Table 4 Rozzi-directed checks issued by Neff categorized by vendor/
payee. 

Table 5

The checks listed in Table 4 are between January 10, 2011 and September 10, 2014 while the 
checks listed in Table 1 are between July 10, 2014 and May 12, 2017. In total, 17 different Rozzi 
bank credit card accounts are used to allegedly divert district construction funds by Neff for 
Rozzi’s personal use. Of these accounts, only two ending in 4473 and 5252 span calendar years 
2011 through 2017.

FCMAT discussed contacting Rozzi with the sheriff’s investigators and district attorney. Because 
they had an active investigation in progress, they requested that FCMAT not make any contact 
with Rozzi. 
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Neff and Rozzi’s Close Relationship
FCMAT interviewees said that Mierau and Rozzi were good friends and traveled together on 
trips and were very comfortable in communicating using their wives’ names rather than refer 
to them as “wife.” Evidence corroborating Mierau’s and Rozzi’s close relationship and travel was 
found in an email dated July 7, 2016 9:38 a.m. to six recipients including Mierau and Rozzi with 
subject header “Ireland.” The email states,

All of you have expressed interest in a trip to Ireland next year.  Tentatively, we are plan-
ning on going around 7 or 8 Sep for about a week.  Some may stay longer, which can 
be arranged. For our most recent trips, we usually try to get a package deal thru Great 
Value Vacations.  The package includes air fare, a car for four people, and a condo at 
Adare Manor Villas for 4 or 6 people.  The Villas are very nice: 3 bedroom with your 
own bathroom, a common living room, dining room and sun room as well as a fully 
equipped kitchen… stainless steel appliances, granite countertops, etc. 

A follow-up email dated November 17, 2016 2:23 p.m. from the same person who sent the 
July 7, 2016 email attached a portable document file (PDF) from Great Value Vacations which 
contained a detailed travel itinerary for Ireland. The reservation summary of the Ireland itinerary 
shown in Image 20 has 11 individuals named, four of whom are Mierau and his wife, Jody, and 
Rozzi and his wife, Sonya. 

Image 20

(Name removed notations are added by FCMAT.)

Earlier in this report, the email presented in Image 9, Line Item #3, has a sentence where Mierau 
references his wife’s name as Sonya rather than refer to her as his wife and they are meeting for 
dinner. The email in Image 9 to Rozzi states, “Are you guys around in August, Sonya would like 
to schedule a Friday night at Mario’s for dinner we won at fundraiser.”
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Of the documentation available, the Riverside sheriff’s investigator and FCMAT have identified 
several of the checks shown in Table 4 are tied to email requests from Rozzi to Mierau. Image 21 
contains a June 10, 2014 12:34 p.m. email from Rozzi requesting a check and asking if he will 
see Mierau, “tonight.” Mierau replies less than an hour later at 1:09 p.m., “See you tonight, and 
I’ll bring the ck. with me.” They are meeting together in the evening where Mierau brings the 
check with him rather than mail it to the district. 

Image 21

(Highlights and circled items are added by FCMAT.)
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The email request on June 10, 2014 for a $13,000.54 check to Bank of America corresponds 
exactly to Neff check number 35681 highlighted in Table 4. The Neff check is dated the same 
day of the request, June 10, 2014, the payee is Bank of America, and the amount is $13,000.54. 
According to the email, Mierau hand-delivers the check to Rozzi.

A search of district Outlook email files resulted in the discovery of two additional Rozzi emails. 
The emails shown in Images 22, 22.1, and 23 are from Rozzi to Mierau specific to check 
numbers 34495 and 35226 which are listed in Table 4. Check number 34495 in Table 4 is for 
$21,866.43 and check number 35226 is for $38,550.73. Image 22 presents an email dated 
Tuesday, February 11, 2014 12:28 p.m., from Rozzi to Mierau indicating that Rozzi needs a 
check for $21,866.43, payable to AT&T and to charge it to purchase order 137177 Yorba. 

Image 22

Image 22.1 presents Mierau’s response regarding the check, stating that he will bring it to the 
wine dinner.  
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Image 22.1

Image 23 presents an email dated Monday, April 28, 2014 8:45 AM, from Rozzi to Mierau, indi-
cating that Rozzi needs a check for $38,550.73, payable to ATT Universal and to charge it to the 
Centennial general conditions of the contract. Rozzi explains that he will increase the purchase 
order to accommodate the increase. This reference implies that the purchase order is already at or 
near its limit; therefore, he will increase the amount of the purchase order in the district’s system 
so that the requested check can be paid against it.
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Image 23

(Highlights are added by FCMAT.)

No email from Mierau or Rozzi could be found where either Mierau or Rozzi explained the 
services or purpose for the checks written from Neff’s account to AT&T or ATT Universal. 

Rozzi’s written disclosure in the email that he can increase as needed the purchase order is 
evidence that he has the ability to manipulate purchase orders, which he allegedly may use 
for personal purposes. Because Neff is a willing participant in helping Rozzi divert funds to 
Rozzi-directed vendors, more school district facilities funds than those shown in Tables 1 and 4 
(totaling $1,176,956.50) are likely to have been diverted through Neff. 
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Likely Total Amount of Irregular Diverted Neff 
Checks Directed by Rozzi is $2,638,636.82
Table 1 and Table 4 show a total of 37 checks (15 in Table 1 and 22 in Table 4) written to vendors 
directed by Rozzi through Neff’s facilitation. The 37 checks include check memo entries identifying 
17 different account numbers that are alleged to be associated with Rozzi personal credit-card-type 
accounts. With 17 different account numbers identified in the check memos of Neff’s checks, all 
most likely associated with five bank or bank card accounts; Bank of America, Citi Bank/AT&T, 
Union Bank, Wells Fargo Bank, and Chase Bank; more unrecovered Neff facilitated irregular 
checks are likely to exist. As previously stated by Neff’s own accountant, Shelley Porter, the amount 
of checks directed by Rozzi through Neff was exactly $2,638,636.82. If Neff’s own accountant 
informed the district staff of that amount, an additional $1,461,680.32 ($2,638,636.82 – 
($494,395.78 Table 1 + $682,560.72 Table 4) or $1,176,956.50 = $1,461,680.32) in unidentified 
Rozzi-directed Neff checks likely remain unaccounted for in this audit.

Neff failed to cooperate with the FCMAT audit and provide the specific documentation 
requested to support the $2,638,636.82 in Neff checks established by Neff’s accountant, 
Porter. FCMAT could not directly confirm the additional $1,461,680.32 in reported Neff 
checks written to Rozzi-directed vendors/payees or other potential methods of diverting funds. 
Furthermore, FCMAT did not have access to Rozzi and therefore was not able to confirm this 
information through him either.

Analytical Analysis of Purchase Orders and Purchase Order Increases
Image 23 shows that Rozzi has the capacity and capability to increase purchase orders at will. 
Increasing purchase orders makes available more funds that can possibly create an opportunity 
for further diversion of funds. 

With the assistance of the district Facilities Department staff, FCMAT and the district staff 
reviewed numerous purchase order transactions specific to Neff jobs. From these transactions, a 
sample of 639 purchase order transactions between July 1, 2003 and June 30, 2017 were identified 
for further review. The review was restricted to using the district computer system’s purchase order 
detail and purchase order requisition quick view screen prints, vendor history reports, and other 
available documents describing the transaction. The purchase order detail screen prints present 
a great amount of detail transaction information including but not limited to, payment type, 
date, invoice description, and amount. The vendor history reports present general ledger account 
codes, purchase order numbers, transaction descriptions, encumbered and payment amounts, and 
warrant/check numbers. An encumbered amount is an amount set aside or earmarked within the 
accounting and purchasing system as a liability or owed for specific purposes. 

Based on the information examined in the purchase order screen prints and vendor history 
reports, of the sample of 639 purchase order transactions, 34 transactions between May 23, 2007 
and March 7, 2017 totaling $1,458,263.77 were identified as potentially irregular. An irregular 
purchase order transaction meets the following criteria:

• The amount of the change is similar to other identified Neff-directed checks to Bank of
America, Chase Bank, etc.

• The purchase order description of services is vague or refers to other services rather than a
detailed description of the work to be performed.
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• The account code charged to the purchase order is charged to “Other” account 6274, rather than
the General Contractor account code 6272.

• The purchase order is coded for an increase, final payment, partial payment, reopened, or
identified as a liability.

• The purchase order is greater than $9,000 and less than $200,000.

• The purchase order is considered suspicious based on the judgment of the district Facilities
Department staff or FCMAT.

Table 6 presents the potentially irregular purchase order transactions.

Table 6

Because Neff has refused to assist FCMAT and the district, FCMAT cannot confirm the 
analysis of irregular purchase order transactions. The additional $1,461,680.32 ($2,638,636.82 
- $1,176,956.50 = $1,461,680.32) or difference between the Neff accountant, Porter reported
amount of $2,638,636.82 and $1,176,956.50 (Table 1 + Table 4) in Rozzi directed Neff checks
is comparable to the potentially irregular purchase order transactions identified in Table 6
totaling $1,458,263.77. There is only a $3,416.55 difference between FCMAT’s Table 6 analysis
of $1,458,263.77 and the unaccounted for amount of $1,461,680.32.

F I N A L
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Based on FCMAT analysis of Neff purchase order transactions and Rozzi’s ability to increase 
purchase order amounts enabling him to direct Neff to issue checks to vendors other than the 
district (see Image 23), there is a reasonable correlation that the Table 6 purchase order transac-
tions totaling $1,458,263.77 represent additional Neff and Rozzi potential irregularities.

F I N A L
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Other Information
District is Fiscally Independent
Education Code (E.C.) Section 42647 makes a provision and establishes a process for a district 
of 10,000 average daily attendance to be fiscally independent of its county office of education for 
virtually all daily transactions such as issuance of payroll and commercial warrants and other trea-
sury functions. The county superintendent maintains their full oversight authority of the district’s 
financial reporting, budget, interim reports, audit reports, etc. The county treasurer continues to 
function as the district’s treasurer.

Corona-Norco Unified is one of only 11 districts in the state that are fiscally independent. The 
district petitioned for this status in the 1980s and adopted board policies and operational proce-
dures as required through that petition process. However, at some time between being granted 
fiscally independent status and 2018, the district allegedly stopped following its own related 
board policies and procedures. And, as described in the Background and Internal Controls 
sections of this report, the facilities departments independence from the business office’s oversight 
was a weakness that was never corrected until this audit was commenced. Exploiting the control 
environment weakness provided the access and opportunity for Rozzi to be able to orchestrate 
transactions outside of the business office monitoring and purchasing system. 

FCMAT does not see a value in a district being fiscally independent. A fiscally independent 
district should continually monitor its accounting controls to ensure ongoing compliance with 
the requirements, as prescribed in E.C. 42647 and 42650. Weaknesses or lack of adequate 
controls may indicate the need for possible revocation of the district’s fiscally independent status. 

At least annually, both the district and the county superintendent should consider using 
FCMAT’s recently developed Account Controls Risk Analysis assessment tool to evaluate the 
district’s conformity with the fiscally independent standards. 

While there is no direct evidence in this audit that the district’s lack of compliance with the stan-
dards associated with fiscal independence contributed to the diversion of funds described herein, 
the district’s internal control environment and control activities (described earlier in this report) 
were insufficient  and contributed to an environment that allowed the diversion of funds by a 
member of the district’s senior executive management.

The county superintendent should carefully evaluate the district’s current internal controls and 
determine the district’s conformity with the standards associated to fiscally independent status. 
The county should then recommend corrective action by the district, or recommend that the 
state superintendent of public instruction consider revocation of the district’s fiscally independent 
status.

IRS Form 1099
Based on the information obtained from the district and sheriff’s investigators, and because Neff 
failed to cooperate in providing requested documentation, there is no evidence that Neff issued 
or was required to issue any of the vendors an Internal Revenue Service Form 1099 for any of 
the Rozzi directed checks. Form 1099 is the federal form used to report to the IRS income other 
than wages, salaries and tips. If Neff was required to issue 1099’s to Rozzi directed vendors/
payees, or to Rozzi himself, but failed to do so, there can be serious IRS consequences. The IRS 
could take the position that Rozzi directed checks benefited Rozzi personally and therefore is 
income to Rozzi. 
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All income is required to be reported to the IRS on an annual tax return. If Rozzi failed to report 
any of the alleged diverted funds directed through Neff on his joint annual tax return, he and/
or his spouse may be subject to a number of severe federal and state income tax penalties, both 
civil and criminal, including those applicable to individuals who evade reporting income taxes. 
Penalties for IRS fraud can be as high as 75% of the amount of taxes due and can lead to incar-
ceration.

. 

F I N A L
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Summary
Based on the evidence, interviews, forensic and analytical analysis, and available documentation 
examined; combined with Neff’s lack of cooperation in assisting its client, the Corona-Norco 
Unified School District, and FCMAT, and Neff’s own accountant’s assertions to district staff that 
the amount of Rozzi-directed funds is $2,638,636.82, FCMAT finds that the alleged diverted 
district facilities construction funds may be at least the $2,638,636.82 as described in this report. 
FCMAT’s analysis also concluded that the alleged diverted district facilities funds are isolated to 
Neff and no other evidence is available to implicate any other contractor in similar activities as 
described in this report. 

Conclusion
Potential for Fraud
Based on the findings in this report, there is sufficient evidence to demonstrate that fraud, 
misappropriation of funds and/or assets, or other illegal fiscal activities may have occurred in the 
specific areas reviewed. 

Deficiencies and exceptions noted during FCMAT’s review of the financial records and deficien-
cies in the district’s internal control environment increase the probability of fraud, mismanage-
ment and/or misappropriation. These findings should be of great concern to the Corona-Norco 
Unified School District and require immediate intervention to limit the risk of fraud, misman-
agement and/or misappropriation of assets, or other illegal fiscal activities in the future. As stated 
earlier, the county superintendent should carefully evaluate the district’s current internal controls 
and determine the district’s conformity with the standards associated to fiscally independent 
status. The county should then recommend corrective action by the district, or recommend that 
the state superintendent of public instruction consider revocation of the district’s fiscally inde-
pendent status.

Judgments Regarding Guilt or Innocence
The existence of fraud is solely the purview of the courts and juries, and FCMAT will not make 
statements that could be construed as a conclusion that fraud has occurred. Fraud is a broad 
legal concept and auditors do not make legal determinations of whether fraud has occurred. The 
primary factor that distinguishes fraud from error is whether the underlying action is intentional 
or unintentional. In accordance with Education Code Section 42638(b), action by the county 
superintendent shall include the following: 

If the county superintendent determines that there is sufficient evidence that fraud or misappro-
priation of funds may have occurred, the county superintendent shall notify the governing board 
of the school district, the state controller, the superintendent of public instruction, and the local 
district attorney.

In accordance with Education Code Section 1241.5(b), the county superintendent is required to 
report the findings and recommendations to the district governing board at a regularly scheduled 
board meeting within 45 days of completing the audit. The governing board is required to notify 
the county superintendent within 15 days after receipt of the report of its proposed actions 
regarding the county superintendent’s recommendations. 
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Recommendation
The county superintendent should:

1. Notify the governing board of the Corona-Norco Unified School District, the
state controller, the superintendent of public instruction and the local district
attorney that sufficient evidence exists to indicate that fraud or misappropri-
ation of district funds and/or assets or other illegal fiscal activities may have
occurred.

F I N A L
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Appendix
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Appendix A-Study Agreement



Fiscal Crisis & Management Assistance Team

66 F I  N A  L



Riverside County Office of Education

F I N A L 67



Fiscal Crisis & Management Assistance Team

68 F I N A L



Riverside County Office of Education

F I N A L 69



Fiscal Crisis & Management Assistance Team

70 F I N A L




