
NEBRASKA SUPREME COURT

REO Enterprises, LLC v. Village of Dorchester
306 Neb. 683 (2020) · No. No. S-18-970 · Decided August 7, 2020

SUMMARY

The Nebraska Supreme Court considered whether the Village of Dorchester’s ordinance requiring
landlords to guarantee unpaid utility charges for tenant accounts violated the Equal Protection Clauses
of the U.S. and Nebraska Constitutions. Applying rational basis review, the court held that the
classification distinguishing residential tenants from property owners was rationally related to the
village’s legitimate interest in collecting utility charges. The court reversed the district court’s
judgment for REO Enterprises and remanded for further proceedings.
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QUESTIONS PRESENTED

1. Whether ordinance No. 684's requirement that residential tenants obtain a landlord's guarantee of unpaid
utility charges, while residential owners were not required to obtain a third-party guarantee, violated the
Equal Protection Clauses of the United States and Nebraska Constitutions.

2. Whether the Nebraska Supreme Court could address REO's remaining claims concerning the Equal
Credit Opportunity Act, Nebraska's special-legislation provision, and the Uniform Residential Landlord
and Tenant Act when the district court had not passed on those claims and REO had not cross-appealed.

HOLDINGS

1. Ordinance No. 684's classification requiring residential tenants to obtain landlord guarantees for utility
charges, but not requiring residential owners to obtain third-party guarantees, does not violate the Equal
Protection Clauses of the United States and Nebraska Constitutions.

2. The court would not address REO's remaining statutory and constitutional claims because they had not
been passed upon by the trial court and REO had not cross-appealed.

KEY QUOTATIONS

“The rational basis test, which is the most relaxed and tolerant form of judicial scrutiny of equal protection
claims, is satisfied as long as (1) there is a plausible policy reason for the classification, (2) the legislative
facts on which the classification is based may rationally have been considered to be true by the governmental
decisionmaker, and (3) the relationship of the classification to its goal is not so attenuated as to render the
distinction arbitrary or irrational.” (689)

“A State . . . has no obligation to produce evidence to sustain the rationality of a statutory classification.”
(692)

“While Dorchester may have had alternate avenues to address its goal of ensuring payment of utility bills
through higher security deposits and collecting from liens imposed on properties, the rational basis test does
not require a governmental entity to choose a specific course of action to address its legitimate interest.”
(696-697)

FACTUAL BACKGROUND

REO owned residential rental property in the Village of Dorchester. After ordinance No. 684 took effect,
Dorchester required a tenant, Ange Lara, to obtain REO's written guarantee of unpaid utility charges before
providing utility service in Lara's name. Lara paid a deposit, but Dorchester refused service in her name because
of the guarantee requirement and a prior unpaid utility bill, while continuing service through an account in an
REO representative's name. The district court found the ordinance's different treatment of tenants and residential
owners lacked a rational relationship to the Village's interest in collecting utility charges.

PROCEDURAL HISTORY



REO filed a declaratory action challenging ordinance No. 684, which required a tenant seeking utility service to
obtain the landlord's written guarantee of unpaid utility charges. Both parties moved for summary judgment. The
Saline County District Court granted summary judgment to REO, denied the Village's motion, and declared the
ordinance unconstitutional. The Nebraska Supreme Court reversed and remanded for consideration of REO's
remaining claims, which the district court had not addressed.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand to the district court for further proceedings on REO's remaining claims, including the Equal Credit
Opportunity Act claim, the Nebraska special-legislation claim, and the claim under Nebraska's Uniform
Residential Landlord and Tenant Act.
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