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SUMMARY

The Nebraska Supreme Court considered whether a metropolitan utilities district and the City of

Omaha were authorized to contract for the district to collect the city's sewer service charges and

discontinue water service for nonpayment. The court upheld the constitutionality of the relevant

legislation and the validity of the city's sewer-use ordinance, but held that the contract was inoperative

because its service-cost allocation was not based on a reasonable method as required by statute. The

cause was remanded for judgment consistent with the court's holdings, with appellate costs

apportioned between the parties.
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Declaratory judgment action concerning the validity and enforceability
of a contract between the Metropolitan Utilities District and the City
of Omaha. The district court held portions of the authorizing
legislation unconstitutional and held the contract inoperative because
statutory cost-allocation requirements had not been satisfied. The city

appealed from the overruling of its motion for new trial.
De novo review because the action was equitable in nature.
Published opinion; precedential Nebraska Supreme Court decision.
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QUESTIONS PRESENTED

1.

Whether L.B. 295 authorized Omaha and the Metropolitan Utilities District to enter into a contract for

the district to collect Omaha's sewer-use charges.

. Whether the statutory distinction between persons requesting sewer service and persons using sewer

service constituted unconstitutional special or class legislation under article III, section 18, of the

Nebraska Constitution.

. Whether L.B. 295 and Omaha Ordinance No. 21141 validly authorized discontinuance of water service

for failure to pay sewer-use charges.

. Whether the contract complied with section 14-1041, R.R.S.1943, requiring the cost of consolidated

utility operations to be allocated on a reasonable basis.

. Whether the district court's allocation of costs should be modified on appeal.

HOLDINGS

1.

L.B. 295 authorized and empowered the City of Omaha and the Metropolitan Utilities District to enter
into a contract under which the district could use its water-utility facilities and services to collect sewer-

use or rental fees lawfully imposed by the city.

. The use of the phrases requesting the service and using the service in the applicable statutes did not

create two distinct classes of sewer users and therefore did not constitute unconstitutional special or

class legislation.

. The Legislature could validly authorize the district to discontinue water service to customers who failed

to pay sewer-use charges imposed by Omaha under the contract and ordinance.

. The contract was inoperative and without force because the district's method of calculating its charge did

not allocate the cost of the consolidated operation on a reasonable basis as required by section 14-1041,
R.R.S.1943.

KEY QUOTATIONS

“The provision of a city ordinance for shutting off water furnished by the city to the premises of the consumer
failing to pay sewer service charges is not unconstitutional as depriving persons of property without due
process of law, as where water and sewer services are so interlocked neither can be effective without the
other.” (at 406)

“We cannot see where such a basis for determining the cost of the operation is a reasonable one for the
amount which the city would save by reason of the district performing these services has nothing to do with

the cost thereof to the district.” (at 407)

FACTUAL BACKGROUND



The Metropolitan Utilities District managed and controlled the water and gas systems serving Omaha and
surrounding territory, while Omaha managed and controlled its sewer system. After enactment of L.B. 295 in
1959, the parties contracted for the district to use its water-utility facilities and services to collect and remit
Omaha's sewer-use charges, with Omaha paying the district on a per-bill basis. The district calculated its charge
by combining its estimated out-of-pocket costs with one-half of the savings realized by Omaha, rather than

allocating the actual consolidated-operation cost under a reasonable accounting basis.

PROCEDURAL HISTORY

The Metropolitan Utilities District brought the action in the Douglas County District Court before the parties
implemented their agreement. The district court upheld the statutory authority to enter the contract but found
portions of the legislation unconstitutional and determined that the contract was inoperative because the district
had not allocated the cost of the consolidated operation on a reasonable basis. The Nebraska Supreme Court
reviewed the equitable declaratory action de novo, affirmed the statutory and ordinance authority, agreed that the
contract was unauthorized as formed, modified the costs ruling, and remanded for judgment consistent with its

holdings.
DISPOSITION

affirmed

REMAND INSTRUCTIONS

Remanded to the district court to render judgment consistent with the Supreme Court's holdings. Each party was
to pay its own costs in the Supreme Court, except that the cost of the bill of exceptions was to be taxed equally

between the parties.
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