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What is Hydraulic Fracturing?What is Hydraulic Fracturing?



What is a Mineral Rights Lease?What is a Mineral Rights Lease?

�� Legal contract that defines the relationship between the Legal contract that defines the relationship between the 

landowner and the drilling companylandowner and the drilling company

�� Determines all payment terms, drilling phases, & Determines all payment terms, drilling phases, & 

activities of gas companies on landowner’s property activities of gas companies on landowner’s property activities of gas companies on landowner’s property activities of gas companies on landowner’s property 

�� Only terms in writing have legal standing Only terms in writing have legal standing 

�� Mineral Rights Leases can and should be negotiated to Mineral Rights Leases can and should be negotiated to 

protect personal property protect personal property 

�� Access to Mineral Rights can impact Surface Rights Access to Mineral Rights can impact Surface Rights 



�� 14 counties could be 14 counties could be 

affected by affected by frackingfracking

�� Over 9,000 farms on Over 9,000 farms on 

over 1.3 million acres over 1.3 million acres 

of farmlandof farmland

�� Over 9,400 acres of Over 9,400 acres of 

land are known to land are known to 

have been leased to have been leased to 

three companies in three companies in 

Lee County since Lee County since 

March 2010March 2010

�� Gas companies are Gas companies are 

targeting Lee, Moore, targeting Lee, Moore, 

& Chatham Counties & Chatham Counties 



Concerns over Predatory Mineral Concerns over Predatory Mineral 

Rights LeasesRights Leases

�� RAFI has worked closely with lawyers, NC St. RAFI has worked closely with lawyers, NC St. 

Cooperative Extension Specialists and the Wake Forest Cooperative Extension Specialists and the Wake Forest 

School of Law to analyze the Mineral Rights Leases School of Law to analyze the Mineral Rights Leases 

�� Concern that Leases are taking advantage of Concern that Leases are taking advantage of Concern that Leases are taking advantage of Concern that Leases are taking advantage of 

landowners’ lack of knowledge of property rights & landowners’ lack of knowledge of property rights & 

experience with mineral extractionexperience with mineral extraction

�� RAFI’s goal is to improve public understanding of the RAFI’s goal is to improve public understanding of the 

potential impacts of potential impacts of frackingfracking and provide legal and risk and provide legal and risk 

management resources to landownersmanagement resources to landowners





Terms of Lease AgreementTerms of Lease Agreement

�� Length Length of lease of lease agreementagreement
�� Primary & Secondary drilling phasesPrimary & Secondary drilling phases

�� Payment Payment termstermsPayment Payment termsterms
�� Bonus payment & Royalty paymentBonus payment & Royalty payment

�� Rights granted by landowner to energy company & Rights granted by landowner to energy company & 
limitations on those rightslimitations on those rights



Predatory Mineral Rights Leases: Predatory Mineral Rights Leases: 

CompensationCompensation
�� Give landowners little compensation for resourceGive landowners little compensation for resource

�� $2,000 $2,000 -- $15,000 per acre bonus payments in other regions$15,000 per acre bonus payments in other regions

�� $1 $1 -- $25 bonus payments in North Carolina $25 bonus payments in North Carolina 

Minimum Royalty Payments of 12.5%Minimum Royalty Payments of 12.5%�� Minimum Royalty Payments of 12.5%Minimum Royalty Payments of 12.5%

�� Unreasonably long drilling phases Unreasonably long drilling phases 
�� Typical Primary drilling phase 3Typical Primary drilling phase 3--5 years5 years

�� Primary drilling phases in NC leases 15Primary drilling phases in NC leases 15--20 years20 years

�� Delays landowner compensation and limits ability to Delays landowner compensation and limits ability to 
renegotiate lease with different companyrenegotiate lease with different company



Predatory Mineral Rights Leases: Predatory Mineral Rights Leases: 

Liability & ImpactsLiability & Impacts
�� Lease terms burden landowner with unreasonable Lease terms burden landowner with unreasonable 

financial riskfinancial risk
�� Potential environmental damages Potential environmental damages 

�� Impacts on crops & livestockImpacts on crops & livestock

�� Impacts on neighbors’ property Impacts on neighbors’ property �� Impacts on neighbors’ property Impacts on neighbors’ property 

�� No compensation for significant property impacts such No compensation for significant property impacts such 
as impoundment ponds, compression stations, or as impoundment ponds, compression stations, or 
pipelinespipelines

�� Force landowners to pay for development costs Force landowners to pay for development costs 
�� Well pad construction Well pad construction 

�� Water withdrawals for drillingWater withdrawals for drilling

�� Access roadsAccess roads



Potential Impacts on FarmsPotential Impacts on Farms
�� Development of access roads and pipelines through crop fields, Development of access roads and pipelines through crop fields, 

timber resources, or livestock pasture timber resources, or livestock pasture 

�� Spillage of Spillage of frackingfracking fluids or toxic waste water on agricultural fluids or toxic waste water on agricultural 

landslands

�� Increased erosion from wellIncreased erosion from well--pad development, access roads, and  pad development, access roads, and  

increased truck trafficincreased truck trafficincreased truck trafficincreased truck traffic

�� Soil compression affects crops for 3Soil compression affects crops for 3--5 years5 years

�� Top soil removal and top soil/sub soil mixingTop soil removal and top soil/sub soil mixing

�� Damage to water drainage systemsDamage to water drainage systems

�� Potential impacts on water resources used for irrigation Potential impacts on water resources used for irrigation 

�� Possible affects on Farm Plan and Organic certification Possible affects on Farm Plan and Organic certification 

�� Disqualification from USDA/State costDisqualification from USDA/State cost--share/CREP/Farmland share/CREP/Farmland 

Preservation Programs & possible fund paybackPreservation Programs & possible fund payback



ResourcesResources
�� NCSU Department of Agricultural and Resource EconomicsNCSU Department of Agricultural and Resource Economics

�� www.agwww.ag--econ.ncsu.edu/gasleasing.htmlecon.ncsu.edu/gasleasing.html

�� Cornell Natural Gas Resource Center Cornell Natural Gas Resource Center 

�� http://cce.cornell.edu/EnergyClimateChange/NaturalGashttp://cce.cornell.edu/EnergyClimateChange/NaturalGas
Dev/Pages/default.aspxDev/Pages/default.aspx

�� National National Agricultural Law Agricultural Law CenterCenter

�� Renewable Energy Reading Renewable Energy Reading Room: Room: 

�� www.nationalaglawcenter.orgwww.nationalaglawcenter.org

�� Water Water wikiwiki

�� http://sogweb.sog.unc.edu/Water/index.php/Main_Pagehttp://sogweb.sog.unc.edu/Water/index.php/Main_Page

�� Penn State Penn State Agricultural Law Resource and Reference Center Agricultural Law Resource and Reference Center 

�� http://http://law.psu.edu/academics/research_centers/agriculturlaw.psu.edu/academics/research_centers/agricultur
al_law_center/resource_areas/natural_gas_explorational_law_center/resource_areas/natural_gas_exploration

�� NC Department of Justice, consumer complaintsNC Department of Justice, consumer complaints

�� www.ncdoj.gov/Consumer/2www.ncdoj.gov/Consumer/2--22--1212--FileFile--aa--Complaint.aspxComplaint.aspx



RAFI’s Mineral Rights Lease Webpage: 

http://www.rafiusa.org/gaslease.html
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