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Dear Mr. Macy:
As you know, the Nebraska Auditor of Public Accounts (APA) has received allegations that the Department of
Environment and Energy (Department) had received misleading and incomplete diesel reduction emission rebate
applications under the Nebraska Clean Diesel Rebate Program (Program). As a result, the APA began limited
preliminary planning work to determine if a full financial audit or attestation would be warranted. Pursuant thereto,
the APA requested specific financial records and other relevant documentation from the Department. Based on the
outcome of this preliminary planning work, including a review of the information obtained, the APA has determined
that a separate financial audit or attestation is unnecessary at this time.
Nevertheless, during the course of the preliminary planning work, the APA noted a certain issue that merits
corrective action.
Background Information – Nebraska Clean Diesel Rebate Program
The Program was established in 2008 to distribute funding received from the U.S. Environmental Protection Agency
(EPA) for the purpose of reducing diesel emissions. Such funding was authorized by Congress in the Diesel
Emissions Reduction Act (DERA), which was created as part of the Energy Policy Act of 2005. The DERA
program provides funding for the establishment of grant, rebate, and loan programs that reduce diesel emissions.
The Department supplements the Federal DERA grant with matching funds from the Volkswagen Diesel Emissions
Environmental Mitigation Trust for State Beneficiaries. The Program offers rebates to eligible applicants for
projects, including the replacement of older diesel trucks and medium to heavy-duty local diesel freight, delivery,
and maintenance trucks with newer diesel or low-nitrogen oxide compressed natural gas-powered trucks.
To qualify for a Program rebate, an application form and required supporting documentation must be submitted.
The Department evaluates applications on the basis of the public health benefit of the vehicle replacement and the
cost-effectiveness of the emissions reduction, which is determined from the annual hours of operation, fuel use, and
estimated remaining years of service of the replaced truck. Applicants are required to submit the following
documentation to the Department when applying for the Program:
1.
2.
3.
4.
5.
6.
7.

A completed and signed application form.
An organizational Dun and Bradstreet Data Universal Number System number must be included on the rebate
form.
A completed IRS Form W-9, Request for Taxpayer Identification Number and Certification.
A photocopy of the Nebraska vehicle registration for the truck(s) being replaced.
A photocopy of the title of the truck(s) being replaced.
A photograph of the side profile of the truck(s) being replaced showing the vehicle unit identifying number.
One bid or price quote for the replacement truck(s), including estimated delivery dates.
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8.

A photograph of the diesel engine emissions label showing the EPA Engine Family. The EPA Engine Family is
a 12-character identifier assigned when a diesel engine model is certified in compliance with EPA emission
standards. If the engine emissions label is missing or illegible, applicants should provide the engine serial
number to the engine manufacturer to obtain written confirmation of the engine model year, and submit that
manufacturer’s confirmation with the application.

By the Program reimbursement deadline, the applicant must have completed the following: 1) accepted delivery of
the new truck; 2) scrapped the old truck in accordance with the Program scrappage requirements; and 3) submitted
the Request for Reimbursement Form, the Final Report Form, Certificate of Destruction, and all required supporting
documentation after the new truck(s) have been purchased and received. Upon receiving the reimbursement
application documents, the Department may perform an inspection. The Department will issue the rebate funds
after reviewing and approving the documents.
The following comment and recommendation, which has been discussed with the appropriate members of the
Department and its management, is intended to improve internal control or result in other operating efficiencies.
Comment and Recommendation
Misleading and Incomplete Program Rebate Applications
The APA noted that the Department did not follow policies and procedures put in place to prevent the possible
misallocation of Program funds. Specifically, the APA received allegations that S2 Roll Offs, LLC (S2), a
residential trash refuse and recycling material removal company based in Fremont, Nebraska, provided inaccurate
information on Program rebate applications submitted to the Department in both 2019 and 2020. Copies of those
applications are included as Attachment A and Attachment B herein.
For the 2019 application, truck #16 is alleged to have had an ineligible engine installed, and the engine plate picture
was never provided to the Department. According to the complaint, the other vehicle listed on the application, truck
#23, was apparently “pulled out of the weeds” and had no dump records according to the City of Fremont. For the
2020 application, both of the old trucks listed, #54 and #55, were purchased not long before the rebate was sought,
and the reported mileage for each appears to have been inflated.
From 2017 through 2020, the following Program rebate amounts were awarded to S2:

Year
2017
2018
2019
2020

S2 Roll Offs, LLC, Refuse Truck Replacement Rebates
Initial Rebate
Location
Replacement Technology
Amount Awarded
Fremont
2 Diesel Refuse Trucks
$
128,718
Fremont
2 Diesel Refuse Trucks
$
121,692
Fremont
2 Diesel Refuse Trucks
$
140,000
Fremont
2 Diesel Trucks
$
54,312
Total $
444,722

Final Payment
Amount
$
128,000
$
123,087
$
$
$
251,087

Per discussions with the Department and other documentation received, the APA developed the following timeline
for concerns relating to the 2019 and 2020 Program rebate applications submitted by S2:
•

On February 6, 2020, the Department signed an agreement with S2 authorizing Program rebates of $70,000
per truck based on the 2019 application submitted by that company.

•

In February 2021, the Nebraska State Patrol notified the Department of concerns, similar to those provided
to the APA, regarding the veracity of the rebate applications submitted by S2.

•

On April 9, 2021, the Department performed an on-site inspection at S2 in response to the allegations
received.
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•

On June 1, 2021, the Department received an email from the owner of S2 requesting the formal withdrawal
of the company’s 2020 Program application.

•

On June 4, 2021, the Department issued a formal letter to S2 denying the company’s 2019 application. The
letter has been included as Attachment C herein. As explained in that letter, the application for trucks #23
and #16 was denied due to the inaccuracy of the information provided, resulting in the termination of the
Program rebate agreement with S2. Additionally, as requested by S2, the 2020 Program application was
withdrawn.

•

On June 14, 2021, the APA met with staff from the Department to express concerns with the 2019 and 2020
applications. The APA noted that S2 submitted its 2020 application to the Department on January 1, 2021,
for trucks that were purchased on August 27, 2020, for $42,000 and November 2, 2020, for $1,000. The
APA questioned whether it was the intention of S2 to purchase these vehicles solely for the purpose of
applying for and receiving the rebate from the Program. If true, this would constitute impermissible “fleet
expansion,” which is prohibited under Federal guidelines.

The Department’s policies for carrying out the Program incorporate Federal guidelines issued by the EPA. Chief
among those at the time of the S2 rebate applications at issue was the 2019-2020 Diesel Emissions Reduction Act
(DERA) State Grants Program Guide. Section IX, “Funding Restrictions,” subsection G, “Fleet Expansion,” of that
document provided, in relevant part, the following:
Funding under this program cannot be used for the purchase of vehicles, engines, or equipment to expand a fleet.
Engine, vehicle, and equipment replacement projects are eligible for funding on the condition that the following
criteria are satisfied:
1.

To be eligible for replacement, the vehicle, engine, or equipment must be fully operational and in current,
regular service.

2.

The replacement vehicle, engine, or equipment will continue to perform similar function and operation as
the vehicle, engine, or equipment that is being replaced.

Furthermore, in addition to including similar prohibitory “fleet expansion” provisions, the EPA’s 2021 Diesel
Emissions Reduction Act (DERA) State Grants Program Guide, under section VIII, “Scope of Work,” subsection
F, “Ownership, Usage and Remaining Life Requirements,” now states the following:
2.

The participating fleet owner must currently own and operate the existing vehicle or equipment and have owned
and operated the vehicle during the two years prior to upgrade.

Good internal control and sound accounting practices require procedures to ensure that only Program rebate
applications compliant with controlling Federal guidelines are deemed eligible for approval by the Department.
Without such procedures, there is an increased risk for not only the failure to comply with applicable Program
requirements but also the loss or misuse of Federal or State funds.
During the APA’s June 14, 2021, meeting with Department staff, the implementation of additional Program controls
was discussed. The Department’s planned control enhancements include requiring for all application vehicles: 1)
copies of up-to-date maintenance records; 2) proof of Nebraska Department of Transportation inspections; and 3)
documentation showing current usage. Those supplementary procedures were not in place when S2 submitted its
2019 and 2020 applications, though. Consequently, the inaccuracies in those applications were not identified until
the Department was made aware of them in February 2021.
The Department has met with an Inspector General from the EPA regarding the possibility of S2 being made
ineligible to apply for any further Program monies; however, no such decision had been rendered prior to the date
of this letter.
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We recommend the Department implement procedures to ensure that all Program
rebate applications are complete, accurate, and compliant with Federal and internal
guidelines.
Department Response: The Nebraska Department of Environment and Energy (NDEE) thanks you for the audit.
The NDEE Clean Diesel Rebate Program distributes funds to Nebraska businesses, school districts, and farmers to
replace older diesel vehicles and equipment with newer, cleaner equivalents in order to reduce harmful diesel
emissions. From 2008 through the conclusion of the current project cycle, our Clean Diesel projects have replaced
27 school buses and 26 diesel refuse and maintenance trucks, reducing the exposure of school children and nearby
residents to diesel emissions. Clean Diesel funding is also allowing 100 farmers to completely eliminate diesel
emissions by replacing diesel irrigation engines with all-electric equipment that is not only cleaner, but less
expensive to operate. Early stages of the program funded installation of pollution controls on 334 state and local
government trucks. Together these projects have reduced lifetime emissions of nitrogen oxides by an estimated
1,042 tons and fine particulate matter by 50 tons. The Department will have distributed almost $5 million in rebates
for these emission reduction projects, and rebate recipients have expended over $8.7 million in matching funds.
We would like to comment on the conclusion drawn by the APA in the draft letter received on August 18, 2021 that
the Department’s acceptance of the 2020 program application from S2 violated EPA’s prohibition of projects that
result in fleet expansion. The Department has always closely followed the annual Clean Diesel program guidance
provided by the U.S. Environmental Protection Agency (EPA). As defined in EPA’s guidance for 2020 and previous
program years, new vehicles purchased with program funding were required to replace vehicles that were “fully
operational and in current, regular service”, and the replaced vehicle must be scrapped. S2’s application for the
2020 grant year represented the vehicles as in service for at least several months, and the Department had
discretion to determine whether this constituted “regular service”. Although the 2021 EPA guidance incorporated
a minimum two-year ownership requirement for eligibility, no such requirement was included in the 2020
guidance.
Nonetheless, in accordance with EPA’s updated program guidance and to ensure that applicants meet all program
requirements, NDEE developed a specific SOP effective March 18, 2021 and revised August 18th, 2021 that includes
the following modifications to program procedures.
1) Applicants will be required to provide documentation of ownership and usage of the vehicles and equipment
for the previous two years. For vehicle replacements, such documentation will include maintenance
records and documentation of the most recent U.S. DOT inspection.
2) Applicants for refuse truck replacements will also be required to provide landfill or transfer station tickets
for the previous two years to demonstrate usage.
3) Vehicle replacement applicants will be required to provide documentation (such as maintenance records
with odometer readings) that the vehicle traveled at least 7,000 miles each year for the two-year period.
Per EPA guidance related to COVID pandemic effects, applicants for school bus replacements will be
eligible if the bus traveled at least 7,000 miles in calendar year 2019.
4) Applicants for irrigation engine replacements will be required to provide documentation that the engine
operated at least 250 hours each year for the prior two years.
5) The Department has a goal to conduct random, unannounced inspections of at least 10% of rebate
applicants prior to reimbursement to verify eligibility and compliance with program requirements.
******
Our audit procedures are designed primarily on a test basis and, therefore, may not bring to light all weaknesses in
policies or procedures that may exist. Our objective is, however, to use our knowledge of the Department and its
interaction with other State agencies and administrative departments gained during our work to make comments and
suggestions that we hope will be useful to the Department.
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Draft copies of this letter were furnished to the Department to provide its management with an opportunity to review
and to respond to the comment and recommendation contained herein. Any formal response received has been
incorporated into this letter. Such response has been objectively evaluated and recognized, as appropriate, in the
letter. A response that indicates corrective action has been taken was not verified at this time.
This communication is intended solely for the information and use of the Department, the Governor and State
Legislature, others within the Department, Federal awarding agencies, pass-through entities, and management of the
State of Nebraska, and it is not intended to be, and should not be, used by anyone other than these specified parties.
However, this communication is a matter of public record, and its distribution is not limited.
If you have any questions regarding the above information, please contact our office.
Audit Staff Working on this Examination:
Craig Kubicek, CPA, CFE – Deputy Auditor
Lucas Post, CPA – Auditor II
Mason Culver – Auditor II
Sincerely,

Mary Avery
Special Audits and Finance Manager
Phone (402) 471-3686
mary.avery@nebraska.gov
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S2 Roll Offs, LLC
2019 Clean Diesel Rebate Program Application
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Attachment A

S2 Roll Offs, LLC
2019 Clean Diesel Rebate Program Application
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Attachment A

S2 Roll Offs, LLC
2019 Clean Diesel Rebate Program Application
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Attachment A

S2 Roll Offs, LLC
2019 Clean Diesel Rebate Program Application
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Attachment A

S2 Roll Offs, LLC
2020 Clean Diesel Rebate Program Application
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Attachment B

S2 Roll Offs, LLC
2020 Clean Diesel Rebate Program Application
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Attachment B

S2 Roll Offs, LLC
2020 Clean Diesel Rebate Program Application
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Attachment B

S2 Roll Offs, LLC
2020 Clean Diesel Rebate Program Application
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Attachment B

Nebraska Department of Environment and Energy
2019 Clean Diesel Rebate Program Denial Letter
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Attachment C

Nebraska Department of Environment and Energy
2019 Clean Diesel Rebate Program Denial Letter
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Attachment C

