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• “Right to Vote on Taxes Act” (1996)

• Protects California property owners from 
unfair or excessive local government fees, 
assessments, and taxes.

• Rates must be proportional to the service 
provided and cannot exceed the cost of 
service.

Proposition 218
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• Cost-of-Service Basis

• Notice & Public Hearing

• Majority Protest

• Transparency

Legal Requirements Under Prop 218
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Steps
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Cost of Service 
Study
• Determine costs

(Capital, Operation 
and Maintenance, 
debt) 

Draft Rate 
Proposal
• Calculate rate 

structure

Public Notice
• Mail notices to 

property owners

Public Hearing
• Hold hearing and 

allow for protests

Board Action
• Adopt rates or 

reject proposals
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Operations & Maintenance (O&M) Costs

Capital Improvement / Replacement Costs

Debt Service 

Reserve Requirements

Proportionality to Water Usage or Wastewater Discharge Volume

Cost of Service Study
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• Publish Rate Study

• Mail Notices

• Public Outreach Before Hearings

Public Transparency
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Timeline
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Dec 2025 Mar 2026 Dec 2026 Feb 2027 Mar 2027 July 2027

Issue a Request 
for Proposal for a 
Comprehensive 

Rate Study

Receive and file 
the 

Comprehensive 
Rate Study

Mail 
Proposition 

218 
Notifications 

and First 
Reading of 

the 
Ordinance

Public 
Hearing, 
Second 

Reading, and 
Adoption of 

the 
Ordinance

Ordinance takes 
effect

Award a Contract 
for a 

Comprehensive 
Rate Study

Ongoing Outreach

• Prop 218 ensures fairness, transparency, and accountability in local 
utility rates.

• Cost-of-service studies are critical to legally defend rates.

• Public notice and hearing requirements are required by Prop 218.

• Proper documentation and communication reduce risk of legal 
challenges.

Takeaways
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Information item.

Recommendation
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