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Proposition 218 

• Proposition 218 approved by the voters in 
November 1996 

• Amended the California              
Constitution by adding                              
Articles XIII C and D 

• Expanded the restrictions                                      
on government spending 
 

 

 



Article XIII D, section 2 

  “Fee” or “charge” - “any levy other than 
an ad valorem tax, special tax or 
assessment, imposed by an agency 
upon a parcel or upon a person as an 
incident of property ownership, including 
user fees or charges for a property 
related service”  
 



Article XIII D, § 6(b) 

  California Constitution article XIII D, § 6(b) 
substantive limitations:  
– Fees shall not exceed the reasonable cost of 

providing the service  
– Fees shall not exceed the proportional cost of 

providing the service attributable to the parcel 
on which it is imposed 
 

 



Article XIII D, § 6(b) 

– Fees may only be used for the purposes for 
which they were imposed 

– Fees may not be imposed for a service that is 
not actually used by or immediately available 
to the owner of the property in question 

– Fees may not be imposed for general 
governmental services – i.e., police and fire 
services 

 



Deferential Standard of Review 

  “Given the quasi-legislative nature of [a public 
agency’s] enactment of the rate structure 
design, review is appropriate only by means 
of ordinary mandate [Citations] where the 
court ‘is limited to a determination of whether 
District’s actions were arbitrary, capricious or 
entirely lacking in evidentiary support . . . .”  



Burden of Proof 

• Article XIII D, § 6(b)(5) 
– burden is on the 
public agency  

• What standard should 
be applied? 
 
 

 



Roseville & Fresno Cases:  
What’s Behind the Curtain? 

• No showing that the in 
lieu fee reasonably 
represents the costs 
charged to the utilities 

• Determining 
proportionality is a more 
complex process than the 
assessment of the in lieu 
fee and the blending of 
that fee into the rate 
structure 



Independent Judgment - Palmdale 

• Post-Prop 218 - Validity of 
property-related fees has 
become a constitutional 
question 

• Courts are responsible for 
enforcing the provisions of 
the Constitution  

• Courts must exercise their 
independent judgment 

 



Article X, section 2 

“The general welfare requires that the 
water resources of the State be put to  
beneficial use to the fullest extent of  
which they are capable, and that the 
waste or unreasonable use of water be 
prevented” 



Water Code sections 370-374 

• Agency’s billing must be based on 
metered use 

• Establish volumetric allotments of water 
• Establish “basic charge” 
• Establish “conservation charge” 

 



Water Code sections 370-374 

• Establish proportionality 
and cost-revenue nexus 
requirements through 
tiers and allocations 

• Conservation costs  
• Water resource 

management costs 
 



City of Palmdale v.  
Palmdale Water District 

• District adopted budget-based rates to 
promote water conservation  

• City, an irrigation customer, challenged the 
fees for failing to meet the proportionality                                            
requirements of Article XIII D, § 6(b) 
 



City of Palmdale v.  
Palmdale Water District 

• Budget-based water rates and tiered rate 
structures do not violate Proposition 218  

• The district failed to demonstrate that the 
proposed budget-based rates for one 
customer class were proportionate to the 
cost of providing water service 



CTA v. City of San Juan Capistrano 

• Tiered water rates were 
not proportionate to the 
cost of providing 
service 

• Upper tiers are not 
“penalties” 



CTA v. City of San Juan Capistrano 

• City argued that the cost of recycled water 
should be shared by potable water customers 

• Court held that recycled                                                     
water service is not                                                  
“immediately available”                                                         
to potable water                                                        
customers 



Griffith v. Pajaro Valley Water 
Management Agency 

• Groundwater basin subject to 
overdraft 

• Groundwater augmentation charges 
are fees for water service 



Griffith v. Pajaro Valley Water 
Management Agency 

• Charges may be used to fund debt 
service  

• Charges may be used to fund recycled 
water service 
 



Griffith v. Pajaro Valley Water 
Management Agency 

• Groundwater augmentation charges did 
not exceed the proportionate cost of 
providing the service because all 
groundwater users benefit from the 
Agency’s groundwater management 
activities, not just the coastal users 
receiving supplemental water 
 



Griffith v. Pajaro Valley Water 
Management Agency 

• Using the revenue requirements of the 
Agency to determine the rates of the 
groundwater augmentation charges does 
not violate the proportionality requirements 
of Article XIII D, section 6(b) 



Griffith v. Pajaro Valley Water 
Management Agency 

• Property-related fees do 
not have to be established 
on a parcel-by-parcel 
basis 

• It is appropriate to group 
similar users together (i.e., 
calculating fees on a 
class-by-class basis) 
 



Griffith v. Pajaro Valley Water 
Management Agency 

• Property-related fees 
may be used to plan 
for future services 

• The groundwater 
charges are not 
imposed for general 
governmental services 



Morgan v. IID 

• Individual protests for customer classes 
are not required 

• Establishing customer classes is 
consistent with the proportionality 
requirement of Article XIII D, section 6(b) 



Morgan v. IID 

• Data used for determining rates does not have 
to be perfect 

• The appellate court’s review is limited to whether 
there is any substantial evidence, contradicted 
or uncontradicted, which will support the finding 
of fact by the trial court 



YRACPUS v. City of Davis 

• Surface water project was being 
constructed to bring water from the 
Sacramento River  

• City adopted new rate structure – 
consumption-based fixed rate structure 
(CBFR) 



YRACPUS v. City of Davis 

• Fixed charges based on meter size do not 
violate the proportionality requirement of 
Article XIII D, section 6(b) 

• Low volume water users are not paying 
more than their proportionate share 



YRACPUS v. City of Davis 

• Tiered rates do not violate the 
proportionality requirement 

• CBFR rates are not disproportionate 
simply because they differ from the City’s 
prior tiered rates 



YRACPUS v. City of Davis 

• Steady water users under the CBFR rates 
are not paying more than their 
proportionate share 

• Sewer rates do not violate Proposition 218 
by using winter water use as a proxy for 
wastewater discharges (i.e., flow) 



What does the future hold? 

• Public Agencies have the 
burden of demonstrating 
compliance 

• Public agencies must fairly 
allocate the costs of services 

• Public agencies must document 
the methodology used and 
justify the allocation of costs 

• Courts will exercise their 
independent judgment 
 





For additional information or questions, contact: 
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