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MIDCONTINENT  
AGGREGATOR
Led by industry icon Tom Ward, Mach Resources this year bagged the vast 
portfolio of Alta Mesa Resources out of bankruptcy and for a song. His premise: 
Prepare to be the last owner of any asset acquired. And he’s far from done.

COMPANY PROFILE

April 2020 came and went, but there was 
something familiar about the times, 
something anachronistic about Mach 

Resources LLC’s purchase of Alta Mesa 
Resources. It was déjà vu all over again for an 
industry stuck on repeat.

At least, that’s how it felt for Tom L. Ward.
Alta Mesa was once expected to have a mar-

ket capitalization of $3.8 billion. The compa-
ny’s worth never approached half that amount. 
It ended its public run with a value, as adjudged 
by Wall Street, of just under $27 million.

In the spring, Alta Mesa signed away its 
Midcontinent leases and midstream infrastruc-
ture for $220 million, ending the company’s 
brief rise and tortured fall through bankruptcy.

Mach Resources was the only serious bidder 
likely because it’s one of the few companies 
with the capital and the appetite to take on the 
Oklahoma assets. But this is a scenario made 
by design. Ward’s game plan, hatched two years 
ago, was to make Mach Resources an acquirer 
of distressed and overlooked assets.

Ward doesn’t fault Alta Mesa’s management 
team for its !nancial woes. The company had 
been run by the highly respected CEO Jim 
Hackett, who previously headed Anadarko Pe-
troleum Corp. Alta Mesa’s troubles are part of 
a larger, universal ailment af"icting the indus-
try, Ward said.

For the last decade or perhaps two, oil and 
gas companies have consistently lost mon-
ey and, as an industry, “We’ve tended to over 
promise and under deliver,” he said.

Ward’s been talking about the gap in re-
turns since 2015. In a May 2016 interview on  
CNBC’s Squawk on the Street, Ward was al-
ready convinced the industry model was off 
kilter, saying the industry’s “dirty little secret 
is you can’t really spend within cash "ow and 
grow production.” 

“I don’t necessarily think there’s anything 
that the [Alta Mesa] management team did 
wrong as much as that there’s been capital 
"eeing the industry for the last year or so,” he 
said. “And it’s getting more dif!cult to raise 
capital. That was pre-pandemic and price war, 
post-pandemic it became nearly impossible.”

Industry commentators often compare to-

day’s COVID ravaged market to the disastrous 
oil glut of the 1980s, particularly 1987. Ward 
sees it more as a re"ection of the oil and gas 
industry when he and Aubrey McClendon, 
who co-founded Chesapeake Energy Corp. on 
a handshake, began making deals in the 1990s.

Those times were !lled with heartbreak but 
also rife with opportunity.

“And I think this is similar to 1998 when 
we were at Chesapeake and we were starting 
a growth,” Ward said. “What we’re doing to-
day is very motivating to me. We are trying to 
thrive at a time when the industry is collapsing 
all around us.”

In 1998, the collision of several events sent 
oil and gas prices into a tailspin. Warmer than 
expected weather, an increase in OPEC oil 
quotas and a !nancial crisis in Asian markets 
sent oil prices to lows of about $10/bbl, ac-
cording to the Dallas Federal Reserve Bank. 
Worldwide, planned engineering and industri-
al construction projects were canceled.

“Chesapeake at that time had raised some 
capital, and we were able to go buy some 
properties,” Ward said. “We had an idea that 
future prices couldn’t stay as low as they were 
because nobody had any money to drill. We 
also had a !rm belief that natural gas prices 
could not stay at those prices because of new 
demand. This is very close to the way we see 
the industry today.”

Two decades later, the world has changed, 
but the strategy remains sound. Ward has capi-
tal with his partners at Bayou City Energy. And 
he has long rejected the idea of building new 
companies focused on growth.

“I’ve been very hesitant to invest capital into 
a growth through the drill bit company. That’s 
why we never competed really in the STACK 
or SCOOP or Permian or any of the highly 
competitive locations as other companies were 
doing,” he said. “This was not because there 
weren’t good places to drill. However, the cost 
of entry was too high.”

William McMullen, Bayou City Energy’s 
founder and managing partner, said Ward’s 
philosophical approach meshed well with 
Bayou City’s objective to put economics  
!rst ahead of the rock. “Good rocks do not 
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necessarily make for good investments.” Since 
2018, the Houston private-equity !rm and part-
ner Mach Resources have set out to consolidate.

“There are too many E&P companies, and 
Tom and I have really set out to roll up the 
Anadarko Basin. That consolidation is our fo-
cus. We are big believers in scale in this market.”

Mach Resources isn’t running many rigs, 
instead operating “as cheaply as possible” by 
purchasing leasehold and infrastructure along 
with the reserves at signi!cant discounts.

“I think at most we ran two or three rigs 
across half a million acres that we control in 
Oklahoma now,” he said.

Mach Resources instead operates owned 
compression and saltwater disposal systems as 
well as a power grid.

“That allows us to produce oil and gas as 
low-cost as we possibly can,” he said.

Ward believes that within the next few years, 
prices will begin to adjust. Even if that does 
not happen, Ward is making deals that he be-
lieves are pro!table enough they will ensure 
investors, capital providers and Mach Resourc-
es will earn returns.

“That’s my goal, to make sure that we do our 
job so that other capital providers who have 
trusted us will make exceptional returns.”

It’s a tall order for any company to make 
such assurances. But Ward set out, far before 
the pandemic, to capitalize on opportunities 
within the upstream space.

It was a journey that began in Oklahoma, of 
course, where Ward was born and helped usher 
three previous companies into existence. By a 
quirk of the calendar, Mach Resources made 
its !rst Midcontinent acquisition in 2018. 
Within months, Alta Mesa would write down 
its own assets by $2 billion.

Midcon recon  
After 40 years in the oil and gas industry, 

Ward has witnessed some wild cycles.
“The entire energy complex is going through 

a very dif!cult period of time, and the Midcon-
tinent region is more challenged than others,”  
Ward said.

It’s also the sort of era that Mach Resources 
was built for. The company was designed to ac-
quire distressed assets in the Midcontinent, to 
run lean and deliver free cash "ow. The pandem-
ic has only aggravated the symptoms that com-
panies there have been struggling with for years.

“We !nd ourselves in a niche position to of-
fer something that others really can’t provide 
right now,” he said.  “The basic fact is there has 
to be a fundamental shift in how our industry 
operates and manages cash "ow.

“Outside of large public companies, there’s 
little access to capital, widening debt to 
EBITDA ratios and a banking industry that 
wants out of the business.

“All of those things added together signal 
that there has to be a change. And that’s what 
we bring. We focus on being ef!cient.”

Ward wanted to create a company that would 
roll out cash while remaining ultra-ef!cient. 
Mach Resources employs what Ward calls his 
“SWAT team” of personnel who oversee 2,500 
operated wells and interests in 5,500 wells.

“We oversee our business with 90 corporate 
employees and $18 million in G&A,” Ward 
said. With each acquisition, whether its 100 
wells or 300, the goal is to hold overhead 
steady.

Alta Mesa’s G&A costs were roughly $40 
million when Mach Resources purchased the 
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In April 2020, 
Mach Resources’ 
footprint 
ballooned to 
500,000 net 
acres following 
the acquisition 
of Alta Mesa’s 
130,000 net acre 
position and 
its Kingfisher 
Midstream 
infrastructure.
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company in April and more than $55 million 
in 2019.

“That has been reduced by basically 10 times 
just by moving [it] into our organization,” 
Ward said. “By operating on a large scale we 
are able to reach our goal of making distribu-
tions, paying down debt and maintaining posi-
tive cash "ow.”

It’s part of the reason the company stays in 
the Midcontinent. It’s also where Ward has 
maintained a presence. He knows the towns, 
the land and the geology. He knows Oklaho-
ma, where he grew up in the small town of 

Seiling, went to college, met his wife and built 
billion-dollar companies.

A lifetime of insider knowledge was put to 
bear in Mach Resources’ !rst acquisition—a 
deal that closed in April 2018 with Ward’s for-
mer company, Chesapeake Energy.

Most of the leases Mach purchased from 
Chesapeake were acquired after he had left the 
company to start SandRidge Energy and later 
Tapstone Energy. Ward was with Chesapeake 
when the company began buying in parts of 
Woods, Woodward and Major counties in the 
Chester Formation from 1998 through 2006.

“The Miss Lime basically was developed 
after I left Chesapeake because the formation 
has a much higher water content,” Ward said. 
“And so really the idea around the Miss Lime 
was to develop that high water cut well at a 
time when energy prices were much higher. 
And so that’s what we did at SandRidge and 
what Chesapeake did.”

Ward said he’s comfortable with the oil 
play, which stretches from northern Oklaho-
ma into Kansas and was present at the incep-
tion of horizontal drilling there.

Part of the allure of acquiring Chesapeake’s 
Mississippi Lime position in 2018, however, 
came from its readymade infrastructure.

“You have the infrastructure in place with 
the Chesapeake assets we were able to ac-
quire,” Ward said. That included 500,000 bbl/d 
of disposal capacity.

“We don’t use all of that, even today,” he said.
Mach also hasn’t had to drill any new disposal 

wells and was able to put rigs to work in the play. 
“It’s been a very ef!cient use of capital for 

us, to own not only the Chesapeake asset but 
also a couple of other assets that we purchased 
after that, in the Miss Lime,” he said.

Six acquisitions later, Alta Mesa offered a 
similar bounty. Amid bankruptcy, Alta Mesa 
produced 30,000 boe/d, of which 67% was 
liquids. Alta Mesa also controlled 900 oper-
ated wells and 130,000 net acres, with about 
90% HPB.

A price drop due to falling oil prices amid 
a pandemic and oil price war was a bonus. 
Initially, Mach Resources bid $320 million 
for Alta Mesa’s assets. After prices dropped, 
Mach walked away with the company for $100 
million less.

Including Alta Mesa’s acreage tucked into 
Mach Resources, the company has built a 
500,000 net acre Midcontinent position in two 
years, through seven acquisitions.

More signi!cantly, the Alta Mesa deal gave 
Mach Resources control of King!sher Mid-
stream’s (KFM) sprawling infrastructure, in-
cluding 453 miles of gas gathering pipeline, 
108 miles of oil pipeline and gas processing 
capacity of 350 MMcf/d.

“That gives us a leg up on competition,” 
Ward said. “The Alta Mesa acquisition was 
a very ef!cient use of capital, and the KFM 
midstream system was a giant windfall for 
us. Much like the use of the water disposal 
system in our !rst acquisition, the midstream 
system allows us to minimize our expenses to 
create value.”

ROAD OF HUMILITY
Whether he would consciously admit it or not, Ward is, and remains, a 

pioneer of the Oklahoma oil and gas story and the shale revolution.
Ward said he started out just wanting a job. In 1982, Ward was unem-

ployed for a couple of months and did farm work for a family outside of Clinton, 
Okla., working in the fields. 

“I really didn’t care to cut wheat the rest of my life,” Ward said.
With help from investors, he started an oil and gas business in 1982 to buy 

distressed assets. His premise: In a time of no capital, a little bit of money and 
an idea can be a powerful combination.

“You can make a way. You can make a living. That’s all I was trying to do, was 
make a living,” he said.

Ward said he never anticipated doing any of the things he’s accomplished.
“There’s nothing really special about me. Other than I associate myself with 

very smart, good people,” he said.
About that time, he met a man named Aubrey McClendon, who had hit upon 

the same strategy of buying distressed oil and gas assets inexpensively.
“We were the only two at our age group … and we were competing with 

each other,” he said. 
So the two decided to team up, later forming Chesapeake Energy Corp.
More than four years after McClendon’s death, Ward sees his friend as a 

visionary that has been wrongly vilified, particularly in the press.
“I don’t think he gets enough credit for leaving a company that had $35 bil-

lion worth of enterprise value when he left. And we started it with a meager 
amount,” Ward said. “He did more things for our industry than anyone else in 
history, that I know of.”

Ward’s assessment of his own legacy is free of any superlatives.
“I have never really dwelt on legacy. If the company continues to operate on 

what we call the ‘road of humility,’ where we put the good of one another ahead 
of self-interest, commit to making things better than the day before, learn to be 
content in all situations and serve those that are less fortunate we can look back 
at what we have accomplished and be pleased.”

Mach Resources’ Alta Mesa Acquisition
Net acreage 130,000

Operated wells 900

Production (boe/d) 30,000

Reserves (MMboe/d) 72

Midstream pipeline (miles) 453

Gas processing capacity (MMcf/d) 350

Produced water capacity (bbl/d) 157,000

Water disposal pipeline (miles) 224

Legal adviser Kirkland & Ellis LLP

Financial Adviser UBS Securities LLC

Source: Mach Resources 
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McMullen also views the Alta Mesa deal as 
a bargain, though the purchase was negotiat-
ed at a dif!cult time for WTI. A week and a 
half after closing the deal, oil prices sank into 
negative territory at about negative-$37/bbl.

“There was certainly some anxiety on our 
part,” McMullen said. “Our bet was simply 
that at $30 to $40 oil [prices], you can [gener-
ate] free cash "ow … of close to $10 million 
a month because of the integration of the up-
stream and the midstream we purchased.”

Invisible upside
For all the deals Mach Resources has made, 

the company sticks to some basic rules of 
thumb. Chief among them is that assets must 
be purchased for a price that allows the com-
pany to make decent rates of return off pro-
duction—without upside.

Cash has to roll off and back to the compa-
ny and the investor.

McMullen said Mach Resources and Bay-
ou City have been disciplined deal makers for 
roughly three years, carefully underwriting 
acquisitions to capitalize on new assets.

“We have very low leverage across our as-
sets,” McMullen said, adding he expects to 

have net zero debt by the end of the year on 
the recently purchased AMR assets.

“There are a lot of distressed operators out 
there, and we want to be nimble and move 
quickly on those opportunities,” McMullen said.

Disregarding future growth forces the 
company to game out how deals will pay for 
themselves.

“We have always had a model of making 
distributions. We have cash on cash returns 
after debt service after capex, and we make 
distributions to our investor,” Ward said. “But 
the only way to do that is to buy at a price that 
only values the reserves that are producing.”

Drilling isn’t out of the question, if it can 
be done at a discount. Alta Mesa’s assets in-
clude what Ward described as a large area 
that hasn’t been depleted. The company had 
two rigs running consistently until February, 
when prices dropped.

Signi!cant well results aren’t the compa-
ny’s aim, however. The company instead touts 
the 40% reduction in drilling and completion 
costs from early 2019 to early 2020.

Mach has completed two DUCs and has a 
few more in its inventory it may experiment 
with. But for now, the company has paused 
further drilling to focus on expansion through 
acquisition.

At higher prices, Mach Resources might put 
out a rig, but it will be stingy with any capex. 
The company may put one or two rigs back to 
work next year. But Ward reiterates that growth 
is not the answer to the industry’s current misery.

“We’ll be working in very highly selective 
areas that we don’t feel will have the compe-
tition or depletion from other areas,” he said.

“We find ourselves in a niche position 
to offer something that others really 

can’t provide right now. The basic 
fact is there has to be a fundamental 

shift in how our industry operates and 
manages cash flow.

—Tom Ward, Mach Resources

Along with a significant acreage position, the Mach Resources-Alta Mesa deal provided Mach with control over 
Kingfisher Midsteam’s gathering and processing infrastructure. 
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present number 
of distressed 
operators presents 
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Mach Resources’ 
nimble acquisition 
strategy.
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Ward does see an eventual rebalancing of 
the oil and gas markets. While he believes the 
industry needs $50 oil to survive, he doubts 
investors will return until prices rise substan-
tially. However, factoring in OPEC, world de-
mand and other areas makes the calculation 
dif!cult. An easier equation is to solve for 
natural gas.

Ward has previously been critical of moves 
made by Chesapeake into the Haynesville 
Shale. And the commodity has been the bane 
of many producers. But the numbers are hard 
to ignore.

In 2010, the U.S. produced 55 Bcf/d of 
natural gas. Today, natural gas production is 
down slightly to 89 Bcf/d after peaking last 
year at 92.21 Bcf/d, according to the U.S. En-
ergy Information Administration (EIA). EIA 
projects that in 2021, production will fall to 
86.59 Bcf/d. 

“Gas has been a hated asset for more than 
a decade,” Ward said. But over the next !ve 
years, demand for natural gas will rise some-
where between 10 Bcf/d and 15 Bcf/d.

“We’re really losing about a Bcf a day per 
month, and our demand continues to move 
up,” Ward said.

Even adding 200 more rigs in the Permian, a 
doubling of Haynesville rigs and a doubling of 

the Northeast rigs by 2021, Ward said the U.S. 
might maintain production in the 80 Bcf/d to 
83 Bcf/d range.

“I don’t know how and where you are going to 
!nd that capital today,” he said. “It’s just a very 
interesting time to be looking at natural gas.”

Mach Resources commodity of choice re-
mains oil. But the company’s Midcontinent as-
sets necessarily mean a lot of gas production. 
The company averages 58,000 boe/d of pro-
duction, including roughly 30% oil and 30% 
natural gas.

Ward also expects Mach Resources to con-
tinue to acquire assets largely by searching for 
the best pieces among the wreckage of the oil 
and gas industry.

“Ultimately what you’re seeing is that in 
each deal that we’ve looked at, there’s been 
billions of dollars [in value] wiped away,” 
Ward said. “The equity is obviously gone. The 
second liens are basically gone. The compa-
nies are moving toward bankruptcy, and there 
has to be some type of consolidation or sale.”

For Mach Resources, each deal is examined 
through in the same strategic light: that the 
company will operate them “as if it will be the 
last owner.”

“I do believe good can come out of this. New 
investors can come,” he said.  “We’re in a time 
period that you need to be prepared to own these 
assets. And own them through depletion.” !

Mach 
Resources’ 
April 2020 
acquisition 
of Alta Mesa 
Resources 
exhibits the 
company’s 
acquisition 
strategy in 
action.
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