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Options for leasing Metropolitan-owned lands in the Palo Verde valley

Executive Summary
Metropolitan is developing a process to enter into new leases on its land in the Palo Verde valley. Leasing the
lands provides an opportunity for Metropolitan to receive revenue and to augment its Colorado River supply by
reducing consumptive water use on the land while maintaining active agricultural production.

Description
Metropolitan is the largest landowner in the Palo Verde Irrigation District (PVID), owning 28,702 gross acres of
farmland in the valley and on the mesa (“gross acreage” includes both irrigable land and appurtenant land not in
production). Most of Metropolitan’s irrigable lands are currently leased out and producing high water-using crops
using flood irrigation. With Metropolitan’s leases expiring at the end of 2016, there is an opportunity to review
Metropolitan’s objectives on its landholdings in conjunction with our long term program and partnership with
PVID.
Palo Verde Irrigation District
PVID, a high-priority Colorado River water user in southeastern California (Attachment 1), diverts water from
the river to irrigate as much as 104,500 acres of farmland in the valley. Prior to 2001, PVID and the Yuma
Project (Yuma) together used an estimated 420,000 acre-feet per year, on average. Since 2001, PVID and
Yuma’s combined use has increased, and in both 2013 and 2014 the districts used over 480,000 acre-feet. PVID
is not a party to the 2003 Quantification Settlement Agreement, so water use in its territory is not capped and thus
directly affects Metropolitan’s Colorado River allocation. Because PVID’s water use is calculated as diversions
minus return flows, it is the water actually consumed by crops and field evaporation (the consumptive use) that
affects the amount of water available to Metropolitan. When PVID and Yuma’s combined water use falls below
420,000 acre-feet per year, Metropolitan receives additional supplies; when the combined use is over
420,000 acre-feet per year, Metropolitan’s supplies are reduced.
In 2005, Metropolitan and PVID entered into a 35-year fallowing agreement known as the Palo Verde Land
Management, Crop Rotation and Water Supply Program. Each year, Metropolitan pays participating landowners
to fallow from 7 to 29 percent of the valley lands. Depending on the call, the program saves approximately
30,000 to 116,000 acre-feet of water per year. The U.S. Bureau of Reclamation–PVID–Metropolitan Fallowed
Land Verification Reports shows that the fallowing program has saved approximately 88,000 acre-feet per year on
average between 2005 and 2014.
Metropolitan-owned lands
In 2001, Metropolitan acquired 15,920 gross acres of land from San Diego Gas & Electric Company (SDG&E).
These lands include two parcels of irrigated farmland in the Palo Verde valley and one parcel of undeveloped land
on the Palo Verde mesa, which is outside the PVID boundary. In 2015, Metropolitan acquired approximately
12,782 gross acres from Verbena LLC, making Metropolitan the largest landowner in the Palo Verde region with
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approximately 28,702 gross acres, 20,995 acres of which is irrigated farmland available for lease.
Attachment 1 shows all of Metropolitan’s properties in the Palo Verde region.
Existing Leases
There are currently three tenants on Metropolitan’s properties in PVID. Because a portion of each property is not
irrigable, lessees only pay rent for the irrigated farmland or “water toll acreage” that is eligible to receive water.
Since 2001, Metropolitan has leased 6,685 water toll acres (7,000 gross acres) of the former SDG&E property to
HayDay Farms, which grows alfalfa and other forage crops. The annual rent paid for this farmland is $250 per
water toll acre. The current lease allows Metropolitan to call for fallowing of up to 35 percent of the land under
the PVID–MWD fallowing program. When land is called for fallowing, Metropolitan reimburses the pro-rated
rent and the PVID water tolls ($75 per irrigated acre). The lease also allows Metropolitan to require the tenant to
implement a broad range of conservation and farming measures, such as irrigation efficiency, crop selection, crop
stressing, and use of biosolids, etc.
Another 2,261 water toll acres (2,280 gross acres) of the former SDG&E property have been leased since 2001 to
River Valley Ranches, which grows alfalfa, cotton, potatoes, corn, and other crops. The annual rent paid for this
farmland is $250 per water toll acre. The current lease allows Metropolitan to call for fallowing of up to
35 percent of the land under the PVID–MWD fallowing program. Metropolitan reimburses the prorated rent and
the PVID water tolls ($75 per irrigated acre) for each fallowed acre.
Since Metropolitan acquired the former Verbena property in 2015, all 12,049 water toll acres (12,782 gross acres)
have been leased to Wegis & Young, which grows alfalfa and other forage crops. The lease requires
Wegis & Young to fallow 4,215 acres (35 percent of water toll acres) through the end of the lease in
December 2016. Metropolitan receives an annual rent of $240 per farmed acre, less a credit paid to the lessee of
$144 for each fallowed acre.
Finally, Metropolitan also owns 6,640 acres of undeveloped land on the Lower Palo Verde Mesa which are not
irrigated and have never been leased.
Together, under the current terms, these three leases yield a projected annual revenue of $2.9 million to
$4.6 million depending on the fallowing call in a given year. All three leases expire in December 2016. Over the
next month, staff will develop a process, for board consideration, to enter into new leases in order to meet the
management objectives described below.
Objectives and Selection Criteria
Metropolitan has received 37 unsolicited statements of interest from parties ranging from corporate- to
family-owned growers. Interested parties include existing lessees as well as other growers in PVID who wish to
expand their operations. Metropolitan has also received several proposals for large-scale investment in
water-efficient farming. Based on these statements of interest, staff believes it is reasonable to expect both
positive lease revenue and potential water savings.
In the February oral presentation to the committee, staff identified a list of potential management objectives to
guide the selection of new lessees:
 Reduce consumptive water use on the land by growing less water-intensive crops, using more efficient
irrigation systems, engaging in deficit irrigation, or other means. This objective would help increase
Colorado River supplies available to Metropolitan.
 Provide a positive revenue stream for Metropolitan by ensuring that rents are net positive and reflect the
value of the agricultural land.
 Maintain a vibrant agricultural economy in the Palo Verde valley by maintaining the lands as
productive farmland.
 Promote community acceptance and participation by creating a fair and transparent process for lease
selection and soliciting input from the community.
 Keep administrative overhead low by effectively managing the total number of leases to be administered.

3/8/2016 Board Meeting

9-1

Page 3

 Advance state-of-the-art farming techniques in the valley by adopting innovative irrigation methods,
crop selection, and data collection that can serve as a model for other growers.
Staff is developing these objectives into criteria in order to evaluate submissions from potential lessees
(Attachment 2). There may be tradeoffs between the objectives. For example, abruptly shifting the crop mix or
farming practices in the valley to reduce water use or advance innovative techniques could affect community
acceptance, and focusing lessees on less water-intensive technique could reduce potential rental revenues.
Selection Process
Staff identified four general approaches:





Sole source
Generalized Request for Proposals
Focused Request for Proposals
Extend some or all of the current leases.

The selected approach could impact the process that Metropolitan uses in developing the terms and conditions of
the leases and may also impact the administrative costs in moving forward with new leases, as described below.
While a sole source approach could be justified if there were only a single uniquely qualified entity to lease
Metropolitan’s Palo Verde lands in a manner that conforms to Metropolitan’s objectives, after reviewing
37 statements of interest and preliminary proposals, staff has not identified an entity that appears uniquely
qualified above all others to lease the lands. Therefore, staff does not plan to propose a sole source award.
Another approach could involve the development of general criteria based on the objectives that Metropolitan has
identified, with Metropolitan asking for interested entities to submit proposals and qualifications for satisfying the
general criteria and objectives. Under this approach, respondents would have flexibility in developing their own
proposals for meeting the identified objectives, including the reduction in consumptive water use and the
maintenance of a vibrant agricultural economy in the Palo Verde valley, in creative or alternative ways. Based on
the input received as part of this process, Metropolitan could then move forward with developing leases on
identified parcels.
If Metropolitan were to use a more focused RFP approach, it would develop specific criteria and select one or
more lessees based on detailed proposals for meeting the specific criteria identified. This could simplify the
selection process; however, Metropolitan would not receive the broadest range of input on how its objectives
could be satisfied because respondents would have less ability to propose adaptive management strategies or
long-term investments in the land.
Finally, extending the current leases would minimize administrative costs and allow Metropolitan to continue its
working relationships with proven lessees. For example, HayDay Farms and River Valley Ranches have each
successfully farmed the land leased to them, and have shown a willingness to collaborate with Metropolitan over
the last 14 years. If the existing lessees can demonstrate an ability to meet Metropolitan’s objectives,
Metropolitan could negotiate new leases with all or some of the existing lessees, with updated provisions to
ensure that the new lessees meet Metropolitan’s objectives.
Lower Colorado River Multi-Species Conservation Program
The annual operation of Metropolitan’s Colorado River facilities and associated transfers requires Metropolitan to
be a party to the Lower Colorado River Multi-Species Conservation Program (LCRMSCP). This program
includes the development of habitat near the river to protect native species and riparian ecosystems. Up to
700 acres are needed along the Colorado River in California to meet the needs of the LCRMSCP, and certain
lands have been identified in the Palo Verde valley that could meet California’s commitments. Staff is working
with the Bureau of Reclamation to understand if any of Metropolitan’s current lands are vital to the program.
Any LRCMSCP use of Metropolitan lands would be subject to Metropolitan’s water use objectives and
appropriate cost reimbursement.
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Policy
By Minute Item 42820, dated February 10, 1998, the Board approved the policy principle on Colorado River
Resources Strategy supporting Metropolitan’s interests and increasing its dependable entitlements to Colorado
River water, while collaborating with other California Colorado River agencies.

Fiscal Impact
There are no fiscal impacts as no action is being proposed at this time. Future actions may yield revenue in the
form of rent and reduce costs for additional Colorado River supply.

2/25/2016
Deven N. Upadhyay
Manager, Water Resource Management

Date
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Jeffrey Kightlinger
General Manager
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Leases on Metropolitan-owned lands in the Palo Verde valley

Leased to Wegis & Young
PVID-1-110, PVID-1-130
12,782 gross acres leased since 2015

City of
Blythe

Leased to HayDay Farms
PVID-1-110, PVID-1-130
7,000 gross acres
leased since 2001

Unleased
PVID-1-120
6,640 unirrigated acres
outside PVID

Leased to River Valley Ranches
PVID-1-100
2,280 gross acres leased since 2001

Colorado River
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Attachment 2
Sample Draft Criteria Based on Identified Objectives
Objective
Reduce consumptive
water use

Criteria
1. A demonstrated understanding of reduced consumptive water use as it relates
to PVID and their calculated Colorado River water use.
2. Evidence of an ability to meet a consumptive use target within an acceptable
timeframe.

Provide a positive
revenue stream

1. Proposed rents (if not predetermined by solicitation).
2. Proposed lease term, in years (if not predetermined by solicitation).
3. Does the respondent have a demonstrated history of successful farming in the
desert or arid Southwest?

Maintain a vibrant
agricultural
economy

1. Is the respondent proposing active cultivation of the land, with periodic
fallowing pursuant to the provisions of the MWD–PVID fallowing program?
2. Evidence that proposed agricultural use will maintain or improve the economic
output of the land compared to the current use.

Promote community
acceptance

1. Does the respondent have a proven history of farming in the Palo Verde
Valley?
2. Will the proposed activities provide jobs or other direct economic benefits to
the local Palo Verde community?

Keep administrative
overhead low

1. Quantity of land proposed to be leased.
2. Inclusion of technology and methods for monitoring and reporting water use.
3. Willingness, as appropriate, to include additional adjacent lands to ensure the
full leasing of Metropolitan’s lands.

Advance state-ofthe-art farming

1. Inclusion of innovative crop selection, irrigation technology, or data collection
and analytics.
2. Potential for innovative technology or methods to be replicated.

