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All defined terms under Rule 4-10(a) of Regulat®X shall have their statutorily prescribed measingien used in this report. Quantities of
natural gas are expressed in this report in tefrttsooisand cubic feet (Mcf), million cubic feet (Mif}, billion cubic feet (Bcf) or trillion

cubic feet (Tcf). Oil is quantified in terms of bals (bbls); thousands of barrels (Mbbls) and wonil$i of barrels (MMbbls). Natural gas is
compared to oil in terms of barrels of oil equivaléoe) or million barrels of oil equivalent (MMép Oil and natural gas liquids are
compared with natural gas in terms of million culget equivalent (MMcfe) and billion cubic feet ézplent (Bcfe). One barrel of oil is the
energy equivalent of six Mcf of natural gas. Dailiyand gas production is expressed in terms afefmof oil per day (b/d) and thousands or
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PART |
ITEM 1.BUSINESS
GENERAL

Apache Corporation, a Delaware corporation fornmeti954, is an independent energy company that egfor, develops and produces
natural gas, crude oil and natural gas liquid$\dénth America, our exploration and production iets are focused in the Gulf of Mexico, the
Gulf Coast, the Permian Basin, the Anadarko Basththe Western Sedimentary Basin of Canada. Outdibierth America we have
exploration and production interests offshore Waskaustralia, offshore and onshore Egypt, offshibine People's Republic of China and
onshore Argentina, and exploration interests iraRdl Our common stock, par value $1.25 per shaebben listed on the New York Stock
Exchange since 1969, and on the Chicago Stock BEgehsince 1960. Through our website, http://wwwcapaorp.com, you can access
electronic copies of documents Apache files with $ecurities and Exchange Commission (SEC), inetudur annual reports on Form 10-K,
quarterly reports on Form 10-Q and current repantgorm 8-K and any amendments to these reporteedscto these electronic filings is
available as soon as practicable after filing wlith SEC.

We hold interests in many of our U.S., Canadianiateinational properties through operating suldsids, such as Apache Canada Ltd., [
Energy Company (DEKALB), Apache Energy Limited (AR pache International, Inc., and Apache Overskas,Properties referred to in
this document may be held by those subsidiariestréét all operations as one line of business.

2002 RESULTS

Apache posted a very good year. Rising prices andiygtion within one percent of 2001's record lswa@mbined to make 2002 our third best
year in terms of earnings and cash flow. Strongrfaial performance coupled with curtailed capiparsling enabled us to achieve

primary 2002 objective of enhancing our financlekibility. Our conservative approach to capitaésgding through most of 2002 enabled us
to further strengthen our balance sheet and maiataenior unsecured long-term debt rating of AgfMoody's, and A- from Standard and
Poor's and Fitch rating agencies, all of which wegdfirmed by those agencies after the announceafeur largest acquisition to-date
following year-end from BP p.l.c. (BP). Our 2002a@me attributable to common stock totaled $544ionilbn total revenues of $2.6 billion,
while cash provided by operating activities waidillion, a 28 percent decrease from 2001. Ourage daily production for the year was
161 Mbbls of oil and natural gas liquids and 1,08dcf of natural gas.

We increased our total reserves by four percemypesed with the end of 2001, resulting in 1,313 MMIof estimated proved reserves at
yea-end, 51 percent of which were natural gas. Evendh Apache did not pursue an active acquisitiagmm for most of 2002, at the end
of the year we began seeking acquisitions of amtthfi properties. We completed two acquisitionsrofipcing properties in Canada and one
in South Louisiana, described below in the disarssif our U.S. and Canadian operations. In Jan2@@3, we agreed to purchase properties
from subsidiaries of BP in the Gulf of Mexico amdthe North Sea offshore the United Kingdom for3Hdillion (subject to normal closing
adjustments and the exercise of preferential rightthird parties), which will be our largest acsjtion to-date. The Company closed the Gulf
of Mexico portion on March 13, 2003 at an adjugiede of $509 million, which has estimated provesarves of 72.2 MMboe. The price v
adjusted from the originally announced $670 millioraccount for the exercise of preferential rightghird parties involved in some of the
properties (a reduction of $70 million), productemd expenses since January 1, 2003, the effetdiecof the transaction, and other minor
adjustments. The North Sea portion is expectedbsecearly in the second quarter of 2003. The adtipn is being funded by a combination
of proceeds from the equity offering we completedanuary 2003, cash from our operations and debt.

Per share results have been adjusted for the t@merommon stock dividend paid on January 21, 2@0@ur shareholders of record on
December 31, 2001, and the five percent commork stividend to be paid on April 2, 2003, to our #taslders of record on March 12, 2003.
The stock dividends reflect our board of



directors' belief that we can reward our sharehsldénile remaining focused on our primary objectivduilding Apache to last by achieving
profitable growth.

OUR GROWTH STRATEGY

Throughout our 48-year history, Apache has beencantinues to be driven to grow. It is a constamspit and part of our culture. However,
it is tempered by the desire to grow economicallyer than to grow at any price.

At this point in our progression we have developadabilities to grow through drilling, through agsjtions, or through a combination of
both, depending on what the environment gives us.

As indicated in this section a year ago, earlyd82, we planned to reduce spending on both drikind acquisition opportunities in favor of
paying down debt and adding financial flexibilifyhis was not driven by a weak balance sheet (indacbalance sheet was then among the
strongest in our sector), it was driven by a higlmgertain industry and economic environment incltdrilling costs were relatively high and
prices, for natural gas in particular, were rekefjMow and extremely volatile. In addition, ousassment was that with reasonably priced
properties unavailable for purchase, it was pruttectrtail capital expenditures and wait for betigportunities to present themselves.

As drilling costs came down and product prices hagng 2002, Apache authorized incremental dglland operating capital increases. For
example, when quality properties became availab®outh Louisiana at year-end from a privately-leelchpany at a reasonable price, we
acted. Despite these drilling and acquisition epiicreases, Apache's 2002 capital expenditureoajmated half those of the prior year,
driving a reduction in debt as a percent of cajaidgibn. Using a strict definition to calculate dels a percentage of capitalization, Apache's
ratio dropped to 30 percent at year-end 2002 frarpedcent a year earlier. However, the strict mesmant ignores two important
considerations particular to Apache's situation: Balance sheet includes preferred interests cfidiaties ($437 million and $441 million at
December 31, 2002 and 2001, respectively) whichpabh not debt, are redeemable under certainrostances and, in our opinion, should
be included in the calculation. We also occasigradive shorterm investments and cash balances ($52 million$d:3@ million at Decembe
31, 2002 and 2001, respectively), both of whichaarailable to pay down debt and, in our opiniorauti be subtracted from debt. Allowing
for both of these factors, Apache's adjusted deloiapitalization ratio was 34 percent at year-digher than the strict formula, but below the
comparable 37 percent ratio at the end of 2001b®&ieve this is a more conservative way of expreg#iis ratio.

Apache's financial discipline paid off. Not only rgeour 2002 finding and acquisition costs quite petitive within our industry sector, our
financial strength left us as the only publiclyded independent in the U.S. with a single-A ratigdooth Moody's and Standard and Poor's.

Our strategy provided us with the financial whertéai sufficient to pursue the asset acquisitiomfi8P. This transaction took only 35 days
from initial discussions on December 9, 2002 todigming of a purchase and sale agreement and acement on January 13, 2003. With
completion of this purchase, Apache's productiahr@serve growth is virtually assured for 2003)uf assumptions regarding prices and the
opportunities available on the BP properties areecd. Given the existing outlook for high commeditices, we expect the BP acquisition to
be accretive to both cash flow and earnings.

Looking ahead, we will continue to pursue growthttis economic, whether it is through drilling, aisitions, or both. Although we review
industry conditions and our capital expendituraesstantly, present conditions are quite attractorebbth drilling and acquisitions and are
likely to lead to increases in drilling and acqtiisi expenditures in 2003.

REVIEW OF COMPANY'S WORLDWIDE OPERATING AREAS

Our portfolio approach provides diversity in terafshydrocarbon mix (oil or gas), geologic risk aggbgraphic location. In each of our core
producing areas, we have built teams that haveetimical



knowledge, sense of urgency and the desire to vmioge out of Apache's assets. Our local expertise@ovides an advantage in day-to-day
operations and when acquisition opportunities drisgur core areas.

We currently have interests in seven countriesithiged States, Canada, Egypt, Australia, ChingariRband Argentina. After closing the BP
transaction, we will add a new core area, the Blérth Sea. In the U.S., our exploration and prodacactivities are divided into two
regions: Gulf Coast and Central. In 2001, Apachitheee domestic regions, which were reconfiguntd ihe current two in April 2002. At
yea-end, approximately 78 percent of our estimatedguaeserves were located in North America. Outsidgh America, our exploration
and production activities are focused primaril\Eigypt and Australia. Additionally, we have a deyst@nt project underway in China that is
expected to commence production in 2003, and we hamall production interest in Argentina. We aam exploration acreage in Poland.

The table below sets out a brief comparative sumproicertain 2002 data for our core geographicsrktore detailed information regarding
the natural gas, oil, and natural gas liquids (NGireduction and average prices received in 200@12nd 2000 for the core geographic
areas is available in Management's Discussion aradyAis of Financial Condition and Results of Ofiers in Item 7 of this Form 10-K. In
addition, information concerning the amount of mawe, expenses, operating income (loss) and tatetaattributable to each of the same
geographic areas is set forth in Note 15, Suppléah@il and Gas Disclosures (Unaudited), and NdteBlisiness Segment Information, both
in Item 15 of this Form 10-K.

12/31/02 PERCENTAGE 2002
2002 ESTIMATED OF TOTAL 2002 GROSS NE %
2002 PRODUCTION PROVED ESTIMATED GROSS NEW PRODUCIN G
PRODUCTION REVENUE RESERVES PROVED WELLS WELLS
(IN MMBOE) (IN MILLION S) (IN MMBOE) RESERVES DRILLED COMPLETE D
Region/Country:
Gulf Coast............... 32.2 $ 699.5 276.3 21.0% 56 41
Central.................. 20.2 401.9 354.4 27.0 138 127
Total U.S. ............ 52.4 1,101.4 630.7 48.0 194 168
Canada................... 29.9 557.7 386.8 29.5 836 799
Total North America.... 82.3 1,659.1 1,017.5 77.5 1,030 967
EgQypt...ccveeiieennnn. 23.4 560.1 136.6 10.4 59 45
Australia................ 18.2 334.0 145.2 11.1 25 10
China......ccccceuven.. - - 11.3 0.9 - -
Poland.................. - - - - - -
Argentina................ 0.7 6.5 1.9 0.1 - --
Total International.... 42.3 900.6 295.0 22.5 84 55
Total......cccvveeenn. 124.6 $2,559.7 1,312.5 100.0% 1,114 1,022

The following core area discussions include refeesrto the 2003 Plan. These represent initial astisnonly and will be reviewed and revi
throughout the year in light of changing industonditions.

United States

In the U.S. we completed one significant acquinitiorring the year with the purchase of 234,000ets in South Louisiana, holding
estimated net proved reserves of 178 Bcf of gatvalpnt, together with access to 849 square milésD seismic data and fee interests in
most of the acreage, for $259 million. Anticipatest daily production from these properties is expe¢o approximate 55 MMcf of natural
gas and 2,100 barrels of oil in 2003. The transaatias effective December 1, 2002. We also enfetedh separate exploration joint venture
with the seller under which the seller will generakploration prospects on certain South Louisasraage for a total cost of $25 million over
two years. The new properties are in our Gulf Coagibn.



Our curtailment of capital spending in the firsifled the year did not stop us from having a busgryin the U.S.: we completed 168 out of
194 total wells and replaced 71 percent of our dssim@roduction through drilling. A continuing gdalto drill quality prospects in and
around our large domestic reserve and productisesha

Gulf Coast -- The Gulf Coast region comprises oterests in and along the Gulf of Mexico, primaiiiythe areas in and offshore Louisiana
and Texas. In 2002, the Gulf Coast region was eanlihg region for production volumes and reventibis region performed 586 workover
and recompletion operations during 2002 and coragléf. out of 56 total wells drilled. As of year-e2@D2, Gulf Coast accounted for 21
percent of our estimated proved reserves. In 28@3;urrently plan on spending approximately $35Miani drilling an estimated 90 wells
and continuing our production enhancement prognagnexploiting the properties acquired from BP inrtha2003.

Central -- The Central region includes assetsénRtermian Basin of west Texas and New Mexico, #reJslan Basin of New Mexico, east
Texas and the Anadarko Basin of western OklahomgeAr-end 2002, the Central region accounted Tguetcent of our estimated proved
reserves, the second largest in the company. D200, we participated in 138 wells, 127 of whickrevcompleted as productive wells,
replacing 96 percent of the region's productiomfidrilling. Apache performed 519 workovers and raptetions in the region during the
year. In 2003, we currently plan to spend approtétyeb100 million drilling an estimated 200 wellsdacontinuing our productic
enhancement programs.

Marketing -- In July 1998, we entered into a gacpase agreement with Cinergy Marketing and Tradihg (Cinergy) to market most of
our U.S. natural gas production for a 10-year gknath an option by either party, after prior metj to terminate after six years. We also
agreed to work with Cinergy to develop terms fa tharketing of most of our Canadian gas productivecember 1998, however, Apache
and Cinergy agreed to postpone the negotiatiorao@ian gas sales terms. During the period of éisgpgrchase agreement, we are gene
obligated to deliver our domestic gas productiofiimergy and, under certain circumstances, may taweake payments to Cinergy if cert
gas throughput thresholds are not met. All throughipresholds have been met to date. The pricesvest for our gas production under this
agreement are based on published indexes. Dispatesarisen between Cinergy and Apache concerrrigus matters, including Cinergy's
claim to market our Canadian gas production. Assalt, in September 2001, Cinergy commenced afratibn proceeding seeking, among
other things, specific performance to require usaibour Canadian gas production to Cinergy orgeyages. We are disputing Cinergy's
assertions (including their claim to market our &dian production), filing a general denial and deutlaim against Cinergy for amounts
arising from, among other things, an audit commdnee001. We do not believe the arbitration outeomill be material to our financial
position or results of operations. We continue srkat most of our U.S. gas production through Gjpealthough we are actively discussing
with Cinergy our gas marketing arrangements aresalution of our disputes.

We used long-term, fixed-price physical contraotiotk in a portion of our domestic future natugak production at a fixed price. These
contracts represented approximately 11 percentio2002 domestic natural gas production. The cotgnarovide protection to the Company
in the event of decreasing natural gas prices.

We market our own U.S. crude oil with most of itdsthrough lease-level marketing to refiners, tradend transporters. Contracts are
generally less than 30 days and renew automatiaatiy canceled. The oil contracts provide for saéspecified prices, or at prices that
change with market conditions.

Canada

Our exploration and development activity in the &#ian region is concentrated in the Provinces bEAR, British Columbia, Saskatchewan
and the Northwest Territories. The region compri3@percent of our estimated proved reserves aftgest in the Company. We hold over
four million net acres in Canada, the largest efXorth American regions.
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2002 -- We completed two acquisitions in Albertan@da; purchasing properties in August from ButtingResources affiliates with
estimated proved reserves of 4.8 MMboe for $26iamiland completing the purchase of properties f@anadian affiliates of ConocoPhillips
in October with estimated proved reserves of 10Mbde for $60 million. Canada was our most activgiar for drilling in 2002, with
Apache participating in 836 gross wells, 799 ofetthivere completed as producers. We also conduétédvarkover and recompletion
projects. We replaced 144 percent of our Canadiadygtion through drilling and another 54 percémbtigh acquisition.

2003 -- We currently plan to spend approximatel@Gbdillion drilling an estimated 900 wells, conting the exploration program, the
exploitation of the acquired properties and devielppur gas processing infrastructure.

Marketing -- Our Canadian natural gas sales inchades to supply aggregators, to whom we dediesterves, and direct sales to brokers and
end-users in the United States and Canada. Witexpansion of pipeline transport capacity out oh&#a in recent years, Canadian prices
have strengthened and become more closely comldlatgnited States domestic prices. To diversify roarket exposure, we transport nati
gas via our firm transportation contracts to Califa (12 MMcf/d), the Chicago area (40 MMcf/d), didstern Canada (2 MMcf/d), which i
included in Note 11, under Item 15 of this FormKLQPursuant to an agreement entered into in 19@4ane also selling 5 MMcf/d of natural
gas to the Hermiston Cogeneration Project, locatdide Pacific Northwest of the United States. %98, we entered an agreement to sell 5
MMcf/d into Michigan over a 10-year term. In 20@@th the acquisition from ConocoPhillips, we entkieto two agreements to sell 5
MMcf/d each into the Northeastern U.S. with oneni@ating in 2007 and the other in 2008, 3 MMcf/catoEastern Canadian Cogeneration
project until 2011, and 5 MMcf/d to a broker netb@ool until 2005. The prices we receive under ¢hemntracts are generally based on
market indices.

Oil and NGLs produced from our Canadian propeuigssold to crude oil purchasers or refiners aketasrices, which depend on worldwide
crude prices adjusted for transportation and cougsity.

Egypt

In Egypt, our operations are generally conductegyant to production sharing contracts under wharttractor partners pay all operating
capital costs for exploration and development. Acprtage of the production, usually up to 40 perdsravailable to the contractor group to
recover operating and capital costs. The balantieeoproduction is allocated between this contragtoup and the Egyptian General
Petroleum Corporation (EGPC) on a contractuallyngef basis. Apache is the largest leaseholderlanthbst active driller in the Western
Desert. Egypt is the country with our largest stnatreage position. As of December 31, 2002, we tnedr 6.9 million net acres
encompassing 13 concessions (12 operated). Apathe largest producer of liquid hydrocarbons dmedsecond largest producer of natural
gas in the Western Desert and operates 11 pert&glypt's daily oil and gas output.

2002 -- Egypt accounted for 22 percent of product&venues on 19 percent of total production ferytear and accounted for 10 percent of
total proved reserves at December 31, 2002. Duhiegear we increased production significantly gyjg. Net oil production grew by 12
percent and net gas production by 28 percent tneeptior year. The production growth occurred irstraf our concessions, with the most
significant increases being in the South Umbarkaession, where gross oil and condensate produictiveased from 2,520 b/d to 9,650 b/d
(a 283 percent increase), and the Umbarka conecesgl®re gross oil production increased from 1 @/@i7to 7,127 b/d or 458 percent. Also,
three concessions (Ras Kanayes, Matruh, and NaitiAdar Gharadig) commenced production in 2002.

Apache had an active onshore drilling program iggEgcompleting 45 of 55 gross wells, for a sucaess of 82 percent. The onshore
program was weighted more than 75 percent to dpweat activity with the remaining to explorationllirg. Apache also drilled four
successful exploration wells in the deepwater partif the West Mediterranean block, including tinst deepwater oil discovered in the Nile
Delta at the El King-1X well. On March 4, 2003, eenounced that the fifth deepwater well had sudelgsppraised the earlier discoveries.
No reserves have been recorde-date for the deepwater wells. Reserve recognition
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and proper scaling of the significant future depedent infrastructure are pending negotiation andpietion of a sales contract for this gas
with EGPC.

Apache made six new field discoveries onshore D220The most significant were Selkit 1X in the $outmbarka concession, which flowed
5,103 b/d from Kharita sands; Emerald 1X in the REldekma concession, which flowed 16.9 MMcf/d @n#85 b/d of condensate from the
AEB 6 sand; and the Tut 52 in the Khalda concessitrich flowed 29.2 MMcf/d and 781 b/d of conderstom Khatatba sands. In addition
to these larger discoveries, Apache also had teeefield discoveries in its East Bahariya cona@ssind drilled 10 consecutive successful

development wells.

2003 -- We currently plan to spend approximatel§Gaillion to drill more than 100 wells and contemexploitation.

Marketing -- In 1996, we and our partners in theldla Block entered into a take-or-pay contract WH@PC, which obligates EGPC to pay
for 75 percent of 200 MMcf/d of future productiohgas from the Khalda Block. In late 1997, the saragners entered into a supplement to
the contract with EGPC to sell an additional 50 MAdcin connection with our acquisition of intere$tom Repsol YPF (Repsol) in 2001, we
acquired rights under an existing gas sales carfbsa@5 MMcf/d from the South Umbarka area. Gdss&om the contracts are based on a
price that is the energy equivalent of 85 percém@ price of Suez Blend crude oil, FOB Mediteran port. Sales of gas under the contract
began in 1999 upon completion of a gas pipelinmftioe Khalda Block. In 2000, other producers agteeatcept a negotiated price with a
group of industry players for an alternative gadsipg formula for certain quantities of gas purddéom them. This "Industry Pricing" is a
sliding scale based on Dated-Brent crude oil withisimum of $1.50 per MMbtu and a maximum of $2p&% MMbtu. These latest
agreements do not impact our existing gas salesamis in the Khalda Block or at Qarun. However,hage entered into new gas sales
contracts containing "Industry Pricing" at our Métr Ras Kanayes, Ras El Hekma, and Akik developieasts.

In Egypt, oil from the Qarun concession and ottearhy Western Desert blocks is delivered by pigelintanks at the Dashour tank farm
northeast of the Qarun Block. At the discretiorAadib Petroleum Pipeline Company, the operator ®3WMED pipelines, oil from the Qar
Block is pumped into the 42-inch diameter pipeljnegkich transport significant quantities of Egypti@and other crude oil from the Gulf of
Suez to Sidi Kerir on the Mediterranean Coast. raklitively, oil can be transported via pipeline od/fiy Petroleum Pipeline Company (PPC)
to the Mostorad Refinery south of Cairo. In Egwitour oil production is sold to EGPC on a spdibat a "Western Desert" price (indexed
to Brent Crude Oil). We have the right to expornt Bgyptian crude oil production, however, EGPC firs$ call on the purchase of our
Egyptian crude oil and has exercised this right.akjgect EGPC to continue to exercise its call riflgteriorating economic conditions
during 2001 and 2002 in Egypt have lessened thigahildy of U.S. dollars, resulting in a one toavmonth delay in receipts from EGPC.
While the delay in payment has not significanthpnoved or deteriorated in 2002, continuation oftthed currency shortage in Egypt could
lead to further delays, deferrals of payment or-papment in the future.

Australia

2002 -- We produced 18.2 MMboe in Australia (15ceet of our total) generating $334 million of pratlan revenues. Estimated proved
reserves in Australia were 11 percent of our yarat-total. During the year we participated in drgl25 wells, 10 completed as producers,
in five workover and recompletion projects.

We had a successful exploration year in Australit) discoveries at Double Island, Victoria, Pedirland Little Sandy in the first quarter of
the year. Production from the Victoria, Pedirkad &sttle Sandy oil fields commenced in November 206ight months from discovery, while
the Double Island oil development began produdtioRebruary 2003, 12 months after discovery. Thexee three additional discoveries o
the remainder of the year at Hoover, South Simpaod,Endymion.

On the development side, we had six new oil fi@ldd one new gas field that commenced productioimgl@002 in the Carnarvon Basin
offshore Western Australia. The Gibson and SoustoRbil fields



(68.5 percent interest) were developed from a comfacility and brought on-line in June 2002 at enbined initial average rate of 10,400
gross barrels of oil per day. The South Simpsofiaid (68.5 percent interest) was placed on prtidadn October at an average initial rate
3,000 gross barrels of oil per day. The Victoriagifka, and Little Sandy oil fields (68.5 percerterest) were developed from a common
facility and commenced production in November abmbined average rate of 10,000 barrels of oildagr The Endymion gas field (68.5
percent interest) commenced production in Noveraban average initial rate of 18 MMcf/d.

2003 -- In February 2003, Apache brought the Doldl#nd oil development (68.5 percent interest)ina-at an average rate of 8,000 barrels
of oil per day. For 2003, we have budgeted exparehtof $100 million for an estimated 30 explonatieells, five development wells, and
various production development, enhancement aret gtpital projects.

Marketing -- In Australia we entered into two neasgsales contracts and extended two existing ¢es @antracts during 2002, bringing our
total to 25 contracts. In aggregate, we committédthaer 655 Bcf for delivery. Under the largeshtract, we will supply more than 600 Bcf
over a 25-year period commencing in July 2005. Otai Australian delivery rates are expected taage approximately 100 MMcf/d in

2003. Generally, natural gas is sold in Westerntrialia by AEL under long-term contracts, many ofiethcontain escalation clauses that
provide for an annual increase in the contractepbiased on the Australian consumer price index.conéract price escalates at an average of
80 percent of the index. These contracts reduc@igees volatility in Australia.

Other International
We have exploration and production interests offsl@hina and in Argentina, and exploration interéstPoland.

We are the operator, with a 24.5 percent intecddhe Zhao Dong Block in Bohai Bay, offshore Chima1994 and 1995, discovery wells
tested at rates between 1,300 and 4,000 b/d dhaglarly 1997, one well tested at rates up to A1 }&d of oil and another tested at rates up to
15,359 b/d. An overall development plan for thend & Fields in the Zhao Dong Block was approvedbinese authorities in December
2000. Work commenced in 2001 with the awardingasftacts for development drilling and the consiarcbf production facilities in
accordance with the approved overall developmeart.plVe currently plan to spend an estimated $2komithis year. First production is
expected in the second half of 2003.

We obtained our first acreage position in Polanii987 when we assumed operatorship and a 50 péntergst in over 5.5 million gross
acres from FX Energy, Inc. At yeanrd 2002, we had 1,353,307 net undeveloped acfeslamd. In 2002, we recorded additional impairra
to our properties in Poland, as described in Itenfithis Form 10-K. At December 31, 2002, the Conylaad $13 million of unproved
property costs remaining. Apache is consideringpouaralternatives for maximizing the value of th#ahd assets, including sale to a third
party. This evaluation may result in additional aiyments in 2003.

In 2001, we acquired exploration and productioretssf Fletcher Challenge and Anadarko PetroleuArgentina. After these transactions,
we held interests in a number of blocks in ArgesiifNeuquen basin. We are the operator, with gpgf¢ent interest, of the Lindero de Pie
and El Santiagueno Blocks. We also hold interesthe following blocks: Agua Salada (30 perceng)d?Virgenes (20 percent), CNQ-16
(seven percent) and CNQ-16A (25 percent). For #a these interests held less than one percenirgfroved reserves and generated small
amounts of production and revenue. Our total netesge in Argentina is 367,690 acres, with 324, 7®¢etbped and 42,900 undeveloped at
yea-end 2002. In light of the social and economic twitrim Argentina, we have limited our investmertignce, our 2003 Plan does not
presently contemplate any drilling activity. Ouaf§twill concentrate on identifying opportunitiesdastrategies for growth that might be
implemented in anticipation of improved politicadaeconomic conditions.
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DRILLING STATISTICS

Worldwide, in 2002, we participated in drilling 14 gross new wells, with 1,022 (92 percent) congalets producers. Canada was our most
active region, drilling 836 gross new wells, 599dfich were shallow development wells drilled ie tHatton field. Canada's success rate
96 percent. We also performed over 2,066 major exeks and recompletions during the year. Our dglhctivities in the United States
generally concentrate on exploitation of existipghducing fields rather than exploration. As a gehmatter, our international and Canadian
drilling activities focus more on exploration dirlgj. In addition to our completed wells at year-and were participating in several wells that
had not yet reached completion: four in the U.S (&t); three in Canada (2.1 net); nine in Egy@® fet); and one in Australia (0.7 net).

The following table shows the results of the oifl gas wells drilled and tested for each of thetlaste fiscal years:

NET EXPLORATORY NET DEVELOPMENT TOTAL NET WELLS
PRODUCTIVE DRY TOTAL PRODUCTIVE DRY TOTAL PRODUCTIVE DR Y TOTAL
2002
................ 3.0 3.5 6.5 92.8 17.1 1099 958 20 .6 116.4
259 10.1 36.0 7142 204 734.6 740.1 30 .5 770.6
7.7 7.0 14.7 32.3 6.0 38.3 40.0 13 .0 53.0
6.3 7.6 13.9 1.3 - 13 7.6 7 .6 15.2
Total.......c........ 429 282 71.1 840.6 435 884.1 8835 71 .7 955.2
2001
United States................ 5.9 4.4 10.3 2029 32.0 2349 208.8 36 4 245.2
Canada 0.7 7.0 7.7 3484 17.2 365.6 349.1 24 2 3733
Egypt...... 4.5 45 9.0 25.0 75 325 295 12 .0 415
Australia 1.4 5.2 6.6 5.0 26 7.6 6.4 7 8 14.2
Other International.......... -- 3.4 34 0.3 - 03 0.3 3 4 3.7
Total.......cu....... 125 245 37.0 5816 59.3 640.9 5941 83 .8 677.9
2000
149 201.0 416 2426 206.8 50 7 2575
8.0 58.7 11.7 70.4 59.7 18 7 784
10.8 9.7 1.6 11.3 147 7 4 221
15.1 4.3 - 4.3 57 13 7 19.4
0.9 - - - - 0 9 09
Total.......ccove..... 132 365 49.7 273.7 549 328.6 2869 91 4 378.3




PRODUCTIVE OIL AND GAS WELLS

The number of productive oil and gas wells, operated non-operated, in which we had an interesf 8®cember 31, 2002, is set forth
below:

GAS oIlL TOTAL
GR OSS NET GROSS NET GROSS NET

GUuIf Coast......cccoveveerieniiciieiee 895 560 995 690 1,890 1,250
Central.......ccoeveieiiiciieciee 2, 488 1,233 3,242 1,992 5,730 3,225
Canada.........ccoevvereenieeniecee e 4, 445 3,858 2,555 1,037 7,000 4,895
EQYPL..ceieeeeeeee 23 21 201 185 224 206
Australia........cccoeeveeiieniiieen, 9 5 38 19 47 24
Argentina........cccceeeiiiiieiiiiiieee 23 6 31 20 54 26

Total..oooeeeecee 7, 883 5,683 7,062 3,943 14,945 9,626

GROSS AND NET UNDEVELOPED AND DEVELOPED ACREAGE
The following table sets out our gross and netageposition in each country where we have operatio

UNDEVELOPED ACREAGE DEVELOPED ACREAGE

GROSS NET GROSS NET
ACRES ACRES ACRES ACRES

United States.........ccoceeeeiiieenieene. 1 ,092,822 632,970 2,116,100 1,232,026
Canada........cccooveeiiieiniee e 3 ,225,171 2,493,056 2,686,271 1,853,500
EQYPL.veeiiiierieeiecee e 9 ,406,675 5,957,898 1,106,823 992,516
Australia.........ocoeeevieiiieiiee, 8 ,518,240 4,179,110 467,770 274,470
China.....cooiiiiiieiieee e 5,314 2,657 5,911 1,448
Poland.........cooveviieiiiiciic e 1 471,524 1,353,307 - -
Argentina.........ccccceveveeeeeeeieiiiiiiiens 191,418 42,900 520,572 324,790
Total Company.........cccceeveeenieens 23 ,911,164 14,661,898 6,903,447 4,678,750

ESTIMATED PROVED RESERVES AND FUTURE NET CASH FLOWS

As of December 31, 2002, Apache had total estimateded reserves of 637 million barrels of crudeanndensate and NGLs and 4.1 Tcf of
natural gas. Combined, these total estimated proasetves are equivalent to 1.3 billion barrelsibbr 7.9 Tcf of gas. The company's
reserves have grown for the 17th consecutive ¥estimated proved developed reserves comprise t2peof our total estimated proved
reserves on a boe basis.

The Company's estimates of proved reserves aneégmeveloped reserves at December 31, 2002, 2@D2000, changes in proved reserves
during the last three years, and estimates ofdéutet cash flows and discounted future net castsffoom proved reserves are contained in
Footnote 15, Supplemental Oil and Gas DisclosWwies(dited), in the Apache Corporation 2002 Constdid Financial Statements of Item
15 of this Form 10-K.

Proved oil and gas reserves are the estimateditesuwmif natural gas, crude oil, condensate and dthht geological and engineering data
demonstrate with reasonable certainty to be reaiNerin future years from known reservoirs undésteng economic and operating
conditions. Reserves are considered proved if eo@ad producibility is supported by either actuabguction or conclusive formation tests.
Reserves that can be produced economically thrapghcation of improved recovery techniques arduithed in the "proved" classification
when successful testing by a pilot project or theration of an installed program in the reservoives support for the engineering analysis
on which the project or program is based. Proveeld@ed oil and gas reserves can be expectedrecbgered through existing wells with
existing equipment and operating methods.



Apache emphasizes that the volumes of reservesstireates which, by their nature, are subjectvy@ien. The estimates are made using
available geological and reservoir data, as wefiraguction performance data. These estimatessiewed annually and revised, either
upward or downward, as warranted by additionalgrarince data.

We engage an independent petroleum engineeringdimaview our estimates of proved hydrocarboniticand gas reserves. While this firm
doesn't evaluate our entire reserve base, thepmoeatrate on those reserves that represent aastibbpercentage of the Securities and
Exchange Commission (SEC) value. During 2002, 20612000, their review covered 68, 61 and 72 peéwiethe SEC value, respectively.

RISK FACTORS RELATED TO OUR BUSINESS AND OPERATIONS

ACQUISITIONS OR DISCOVERIES OF ADDITIONAL RESERVES ARE NEEDED TO AVOID A MATERIAL DECLINE IN
RESERVES AND PRODUCTION

The rate of production from oil and gas propergieserally declines as reserves are depleted. Eiwéipe extent that we acquire additional
properties containing proved reserves, conductessfal exploration and development activities lmmiigh engineering studies, identify
additional behind-pipe zones or secondary recoresgrves, our proved reserves will decline matgré reserves are produced. Future oil
and gas production is, therefore, highly dependpnh our level of success in acquiring or findinlgliional reserves.

SUBSTANTIAL COSTS INCURRED TO CONFORM TO GOVERNMENT REGULATION OF THE OIL AND GAS INDUSTRY

Our exploration, production and marketing operatiare regulated extensively at the federal, staddacal levels, as well as by other
countries in which we do business. We have madendhdontinue to make all necessary expenditunesur efforts to comply with the
requirements of environmental and other regulatibasther, the oil and gas regulatory environmentid change in ways that might
substantially increase these costs. Hydrocarbodywmiag states regulate conservation practicestangrbtection of correlative rights. These
regulations affect our operations and limit thergitg of hydrocarbons we may produce and sell.dditon, at the U.S. federal level, the
Federal Energy Regulatory Commission regulatesstate transportation of natural gas under the fdb@ias Act. Other regulated matters
include marketing, pricing, transportation and @dlon of royalty payments.

SUBSTANTIAL COSTS INCURRED RELATED TO ENVIRONMENTAL MATTERS

We, as an owner or lessee and operator of oil asgmpperties, are subject to various federal,ipoisd, state, local and foreign country laws
and regulations relating to discharge of mateiits, and protection of, the environment. Theseslawd regulations may, among other thi
impose liability on the lessee under an oil andlgase for the cost of pollution clean-up resulfirign operations, subject the lessee to
liability for pollution damages, and require susgien or cessation of operations in affected areas.

We maintain insurance coverage, which we beliewaiggomary in the industry, although we are ndyfuisured against all environmental
risks. We are not aware of any environmental claxisting as of December 31, 2002, which would heweaterial impact upon our financ
position or results of operations.

We have made and will continue to make expendituresir efforts to comply with these requirememihjch we believe are necessary
business costs in the oil and gas industry. We katablished policies for continuing compliancewghvironmental laws and regulations,
including regulations applicable to our operationall countries in which we do business. We alawechestablished operational procedures
and training programs designed to minimize the ramvhental impact on our field facilities. The costsurred by these policies and
procedures are inextricably connected to normataijpg) expenses such that we are unable to sepgheatxpenses related to environmental
matters; however, we do not believe any such adtditiexpenses are material to our financial pasitioresults of operations.

Apache manages its exposure to environmental iliglsilon properties to be acquired by identifyixgseng problems and assessing the
potential liability. The Company also conducts pdit reviews, on a comparwide basis, to identify changes in its environmerigk profile.
These reviews evaluate whether
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there is a probable liability, its amount, and likelihood that the liability will be incurred. Themount of any potential liability is determined
by considering, among other matters, incrementakticosts of any likely remediation and the préipoate cost of our employees who are
expected to devote a significant amount of timedadly to any possible remediation effort. Our gahenlicy is to limit any reserve additions
to any incidents or sites that are consideredylikelresult in an expected remediation cost excep#lil00,000. Any environmental costs and
liabilities not reserved are expensed when incudredur estimation, these expenses are not litcehyave a material impact on our financial
condition.

Although environmental requirements have a subisteintpact upon the energy industry, generally ¢hesjuirements do not appear to affect
us any differently, or to any greater or lesseeegtthan other companies in the industry. We ddrbeve that compliance with federal, st
local or foreign country provisions regulating ttischarge of materials into the environment, oenilise relating to the protection of the
environment, will have a material adverse effearuthe capital expenditures, earnings or competjpiesition of Apache or its subsidiaries;
however, there is no assurance that changes idditians to laws or regulations regarding the prots of the environment will not have
such an impact.

COMPETITION WITH OTHER COMPANIES COULD HARM US

The oil and gas industry is highly competitive. @ussiness could be harmed by competition with otieenpanies. Because oil and gas are
fungible commodities, one form of competition igcercompetition. We strive to maintain the lowestiing and production costs possible in
order to maximize profits. In addition, as an inelegeent oil and gas company, we frequently competeskerve acquisitions, exploration
leases, licenses, concessions and marketing agneeagainst companies with financial and otherussss substantially larger than those we
possess. Many of our competitors have establistnattgic long-term positions and maintain strongegomental relationships in countries in
which we may seek new entry.

INSURANCE DOES NOT COVER ALL RISKS

Exploration for and production of oil and naturakgcan be hazardous, involving unforeseen occwesesiech as blowouts, cratering, fires and
property or the environment. We maintain insuraagainst certain losses or liabilities arising froor operations in accordance with
customary industry practices and in amounts thatagement believes to be prudent; however, insurgnuet available to us against all
operational risks.

RISKS ARISING FROM THE FAILURE TO FULLY IDENTIFY PO TENTIAL PROBLEMS RELATED TO ACQUIRED
RESERVES OR TO PROPERLY ESTIMATE THOSE RESERVES

One of our primary growth strategies is the actjoisiof oil and gas properties. Although we perfameview of the acquired properties that
we believe is consistent with industry practiceshsreviews are inherently incomplete. It generallgot feasible to review in depth every
individual property involved in each acquisitiontdiarily, we will focus our review efforts on tiéghervalue properties and will sample 1
remainder. However, even a detailed review of @s@nd properties may not necessarily reveal egisti potential problems, nor will it
permit a buyer to become sufficiently familiar witie properties to assess fully their deficieneied potential. Inspections may not alway:
performed on every well, and environmental problesnsh as ground water contamination, are not sadésobservable even when an
inspection is undertaken. Even when problems ametified, we often assume certain environmental@hdr risks and liabilities in
connection with acquired properties. There are mooguncertainties inherent in estimating quargtitieproved oil and gas reserves and
actual future production rates and associated gagigespect to acquired properties, and actuallte may vary substantially from those
assumed in the estimates (see above). In additiere can be no assurance that acquisitions wilhaee an adverse effect upon our opere
results, particularly during the periods in whible bperations of acquired businesses are beingratgzl into our ongoing operations.
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INVESTORS IN OUR SECURITIES MAY ENCOUNTER DIFFICULES IN OBTAINING, OR MAY BE UNABLE TO OBTAIN,
RECOVERIES FROM ARTHUR ANDERSEN WITH RESPECT TO IRSDITS OF OUR FINANCIAL STATEMENTS

On March 14, 2002, our previous independent puddmountant, Arthur Andersen LLP, was indicted adefal obstruction of justice charges
arising from the federal government's investigatibiEnron Corp. On June 15, 2002, a jury returnéh e guilty verdict against Arthur
Andersen following a trial. As a public company, are required to file with the SEC periodic finaal@tatements audited or reviewed by an
independent public accountant. On March 29, 20@2decided not to engage Arthur Andersen as oupgmdent auditors, and engaged E
& Young LLP to serve as our new independent auslitor 2002. However, included in this annual report-orm 10K, are financial data ar
other information for 2001 and 2000 that were aaditty Arthur Andersen. Investors in our securitiegg/ encounter difficulties in obtaining,
or be unable to obtain, from Arthur Andersen witepect to its audits of our financial statemeritsfrthat may be available to investors ur
the federal securities laws against auditing firms.

ISSUES RELATED TO ARTHUR ANDERSEN LLP MAY IMPEDE OU R ABILITY TO ACCESS THE CAPITAL MARKETS

In the unlikely event that the SEC ceases accefiitiagicial statements audited by Arthur Andersei®].ve would be unable to access the
public capital markets unless Ernst & Young LLPr ourrent independent accounting firm, or anothdependent accounting firm, is able to
audit the financial statements originally auditgddsthur Andersen. In addition, investors in anpsequent offerings for which we use Art
Andersen's audit reports will not be entitled tooneery against Arthur Andersen under Section lthefSecurities Act of 1933, as amended,
for any material misstatements or omissions ingHowncial statements. Furthermore, Arthur Andersél be unable to participate in the
"due diligence" process that would customarily befgrmed by potential investors in our securitigBich process includes having Arthur
Andersen perform procedures to assure the contiacedracy of its report on our audited financiatestnents and to confirm its review of
unaudited interim periods presented for compargiivposes. As a result, we may not be able to larige market successfully an offering
of our securities in a timely and efficient manr@onsequently, our financing costs may increasgeomay miss attractive market
opportunities.

EMPLOYEES
On December 31, 2002, we had 1,958 employees.
OFFICES

Our principal executive offices are located at Gost Oak Central, 2000 Post Oak Boulevard, Suife HBuston, Texas 77056-4400. At
yea-end 2002, we maintained regional exploration anpifoduction offices in Tulsa, Oklahoma; Houstorxas; Calgary, Alberta; Cairo,
Egypt; Perth, Western Australia; Beijing, China; M&w, Poland; and Buenos Aires, Argentina. We disteal an office in Aberdeen,
Scotland early in 2003.

TITLE TO INTERESTS

We believe that our title to the various interessforth above is satisfactory and consistent thithstandards generally accepted in the oi
gas industry, subject only to immaterial exceptiotmich do not detract substantially from the vadfi¢he interests or materially interfere w
their use in our operations. The interests owneddnay be subject to one or more royalty, ovaergdbyalty and other outstanding interests
customary in the industry. The interests may adidilly be subject to obligations or duties undepliapble laws, ordinances, rules,
regulations and orders of arbitral or governmeatdhorities. In addition, the interests may be scijo burdens such as production payments,
net profits interests, liens incident to operataggeements and current taxes, development obligatinder oil and gas leases and other
encumbrances, easements and restrictions, nonkicii wetract substantially from the value of thefasts or materially interfere with their
use in our operations.
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ITEM 2.PROPERTIES

For information on our domestic and internationalgerties, see the discussions in Item 1 of thisnFb0-K under Review of Company's
Worldwide Operating Areas as identified by counfgr tables setting out a description of our drgliactivities, well counts and acreage
positions, see the information in Item 1 underlig Statistics, Productive Oil and Gas Wells andss and Net Undeveloped Acreage.

ITEM 3.LEGAL PROCEEDINGS

See the information set forth under the captionm@itments and Contingencies" in Note 11 to ourrftial statements under Item 15 of this
Form 10-K.

ITEM 4.SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted for a vote of securitigéis during the fourth quarter of 20(
PART Il
ITEM 5.MARKET FOR THE REGISTRANT'S COMMON EQUITY AN D RELATED STOCKHOLDER MATTERS

Apache common stock, par value $1.25 per shateggded on the New York Stock Exchange and the @bi&tock Exchange under the
symbol APA. The table below provides certain infation regarding our common stock for 2002 and 260ites were obtained from the
New York Stock Exchange Composite Transactions RigygoSystem; however, the per share prices andelins shown in the followin
table have been adjusted to reflect the 10 pemamaahfive percent stock dividends described belowvl@ve been rounded to the indicated
decimal place.

2002 2001
PRICE RA NGE DIVIDENDS PER SHARE PRICE RANGE DIV IDENDS PER SHARE
HIGH LOW DECLARED PAID HIGH LOW DEC LARED PAID
First Quarter...........ccccoeeeuenne $55.43 $ 42.25 $.095 $.095 $63.10 $46.93 $ - $ -
Second Quarter...........ccceeeeveeenne 57.23 50.07 .095 .095 57.84 41.60 -
Third Quarter..........cccevevveene 57.13 42.92  .095 .095 47.09 33.12 . 242 -
Fourth Quarter............ccccvvveees 57.75 47.09 .095 .095 47.73 35.14 . 095 .242

The closing price per share of our common stockepsrted on the New York Stock Exchange Compdsimsactions Reporting System for
February 28, 2003 , was $65.28 ($62.17 adjustethéofive percent dividend). At February 28, 20B&re were 153,850,136 shares of our
common stock outstanding (161,542,642 shares adjdst the five percent stock dividend) held by mppmately 8,000 shareholders of
record and approximately 104,000 beneficial owners.

We have paid cash dividends on our common stocRBaronsecutive years through December 31, 2008n§a000, we implemented a
change in the payment schedule for dividends orcommmon stock from a quarterly basis to an annasish however, we later implemente
return to a quarterly dividend payment schedulerirégg in 2002. When, and if, declared by our boafrdirectors, future dividend payments
will depend upon our level of earnings, financeduirements and other relevant factors.

In 1995, our board of directors adopted a stocldmlifjhts plan to replace the former plan adoptet9i86. Under our stockholder rights plan,
each of our common stockholders received a dividdrohe "preferred stock purchase right" for eadb% outstanding shares of common
stock (adjusted for the 10 percent and five perstatk dividends) that the stockholder owned. Werr® these preferred stock purchase
rights as the "rights." Unless the rights have haewiously redeemed, all shares of Apache comrtamk@re issued with rights. The rights
trade automatically with our shares of common st@#etain triggering events will give the holdefglee rights the ability to purchase shares
of our common stock, or the equivalent stock o&espn that acquires us, at a discount. The triggexvents relate to persons or groups
acquiring an amount of our common stock in excéssset percentage, or attempting to or actualfuaimng us. The details of how the rights
operate are set out in our certificate of incorforaand the Rights
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Agreement, dated January 31, 1996, between Apauh&lls Fargo Bank Minnesota, N.A. (formerly Nosv8ank Minnesota, N.A.). Both
of those documents have been filed as exhibitsisofiorm 10-K and you should review them to fulhderstand the effects of the rights. The
purpose of the rights is to encourage potentialimers to negotiate with our board of directorsdpefattempting a takeover bid and to proy
our board of directors with leverage in negotiatimgbehalf of our stockholders the terms of anyppsed takeover. The rights may have
certain anti-takeover effects. They should not, &esv, interfere with any merger or other busine@sshination approved by our board of
directors.

In May 1999, we issued 140,000 shares of 6.5 peraiomatically Convertible Equity Securities, Cension Preferred Stock, Series C
(Series C Preferred Stock) in the form of sevetionildepositary shares each representing 1/50thstiare of Series C Preferred Stock. The
depositary shares were traded on the New York Sixckange and the Chicago Stock Exchange. ThesSerigreferred Stock was not
subject to a sinking fund or mandatory redemptior2000, Apache bought back 75,900 depositary stetran average price of $34.42 per
share. The excess of the purchase price to reactipgirdepositary shares over the original issuprice, $330,000, is reflected as a preferred
stock dividend in the accompanying statement obobdated operations. The remaining depositaryesheonverted into 6,554,865 shares of
Apache common stock in 2002.

On September 13, 2001, our board of directors detla 10 percent dividend on our shares of comramk payable in common stock on
January 21, 2002 to shareholders of record on Deeefi, 2001. Pursuant to the terms of the decl®@guercent stock dividend, we issued
13,070,068 shares of our common stock on JanuaraP to the holders of the 130,888,270 sharesmwimon stock outstanding on
December 31, 2002. No fractional shares were issuednnection with the stock dividend and cashnperyts totaling $891,132 were made
lieu of fractional shares.

On December 18, 2002, our board of directors dedlarfive percent dividend on our shares of comstock payable in common stock on
April 2, 2003 to shareholders of record on March2@3. Pursuant to the terms of the declareddereent stock dividend, we expect to is
approximately 7,868,000 shares of our common sbockpril 2, 2003 to the holders of the 153,867,8R&res of common stock outstanding
on March 12, 2003. No fractional shares will baigssin connection with the stock dividend and wpeet to make cash payments totaling
approximately $1,347,000 in lieu of fractional sear

On January 22, 2003, in conjunction with the BPuégition, the Company completed the public offerai®.9 million shares of Apache
common stock, including 1.3 million shares for thelerwriters' over-allotment option, at $58.10 §leare. Net proceeds after placement fees
totaled approximately $554 million. The proceedsengsed to repay indebtedness under our commeigier program and money market
lines of credit and to invest in short-term tregsomly money market funds and treasury notes td haitds for the BP acquisition.

ITEM 6.SELECTED FINANCIAL DATA

The following table sets forth selected financiatadof the Company and its consolidated subsidianier the five-year period ended
December 31, 2002, which information has been ddrfrom the Company's audited financial stateméts.financial statements for the
years 1998 through 2001 were audited by Arthur Asete LLP, independent public accountants. For @udson of the risks relating
Arthur Andersen's audit of our financial statemgptease see discussion of risks related to Arfmatersen in Item 1 of this Form 10-K,
"Factors That May Affect Future Results -- Riskdaiag to Arthur Andersen LLP." This
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information should be read in connection with, andualified in its entirety by, the more detailaébrmation in the Company's financial
statements in Item 15 of this Form 10-K.

AS OF OR FOR THE YEAR ENDED DECEMBER 31,
2002 2001 2000 1999 1998
(INT HOUSANDS, EXCEPT PER SHARE AMOUNTS)

INCOME STATEMENT DATA
Total revenues................... $2,559,873 $2, 809,391 $2,301,978 $1,161,697 $ 772,791
Income (loss) attributable to

common stock................... 543,514 703,798 693,068 186,406 (131,391)
Net income (loss) per common

share:

BasiC......ccoceeiiiirainnn 3.66 4.89 5.09 1.50 (1.16)

Diluted........ccccoevvennnen. 3.60 4.73 491 1.49 (1.16)
Cash dividends declared per

common share................... .38 .33 .18 .24 .24
BALANCE SHEET DATA
Total assets.........ccceeveeen. 9,459,851 8, 933,656 7,481,950 5,502,543 3,996,062
Long-term debt................... 2,158,815 2, 244,357 2,193,258 1,879,650 1,343,258
Preferred interests of

subsidiaries................... 436,626 440,683 - - -
Shareholders' equity............. 4,924,280 4, 418,483 3,754,640 2,669,427 1,801,833
Common shares outstanding........ 151,253 143,958 142,798 131,666 112,923

For a discussion of significant acquisitions, raéfeNote 3 to the Company's consolidated finargt@lements in Item 15 of this Form 10-K.
During 1998, the Company recorded a $243 millice+aix ($158 million net of tax) non-cash write-dowafithe carrying value of the
Company's U.S. proved oil and gas properties ingdiamce with full-cost accounting rules (refer tati€al Accounting Policies in Item 7 of
this Form 10-K).

ITEM 7.MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINA NCIAL CONDITION AND RESULTS OF OPERATIONS
OVERVIEW

In 2002, Apache reported another very satisfaggegr of growth and progress in our mission to bAciche incrementally to last. We
finished the year with strong results, the thirdgthgar on a per-share basis over our 48-yeamhisbur strong cash flow provided us the
flexibility to make necessary and appropriate itvests in continuation of our long-term incrememggadwth strategy.

On the back of a strong fourth quarter, we ended/éar with a solid $544 million of net income idititable to common stock and $1.4 billi
in cash from operating activities. We exited 200thwur best quarter of the year and a strong fir@mposition. Thirteen days into the new
year, we announced the acquisition of $1.3 bil(isubject to normal closing adjustments and theatseof preferential rights by third parti
in properties from BP p.l.c. (BP), setting the stégr an exciting 2003.

Facing 2002 with the prospect of continued volgtiln commodity prices, high service costs (inchgldrilling, materials and contracted
geophysical surveys) and unattractive acquisitiacep, we exercised patience and discipline, stg capital spending and focusing efforts
on maintaining our competitive position by strergting our balance sheet, growing our reserve hadenaintaining production levels. As
the year progressed, improving commaodity pricesaeuining drilling costs placed us in an idealifos where we could continue increas
financial flexibility while simultaneously increasj capital spending, which we did beginning intted quarter. Our worldwide capital
expenditures for exploratory and development dgllof $860 million were 46 percent higher thanioitral plan, but still well below the $1.
billion we spent in 2001. Ultimately, this strategmnifested itself in lower drilling costs, onetbé lowest debt-to-capitalization ratios in our
peer group, and our 17th consecutive year of resgmwth, ending
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with 1.3 billion barrels of oil equivalent. It al$eft us positioned to acquire the BP propertie2003 while maintaining our financial
flexibility.

Our capital expenditure reductions in the firsf l0&l2002 were selective, both by region and byetgpdrilling. Rather than decrease
exploration drilling, we increased it in the ared€anada, Egypt, and Australia, all core produa@rens that saw production growth in 2002.
We had a successful exploration drilling prograr2@®2, reporting 16 discoveries worldwide. Produrttiemained within one percent of
prior-year levels despite our capital spendingailment in the first half of the year and back-taek hurricanes, which forced us to shut-in all
of our Gulf of Mexico production for a brief peridwnl late September and then again in early October.

The foundation of Apache's strategy is a portfaliproach that was developed to provide diversitgims of hydrocarbon product (oil or
gas), geologic risk and geographic location. INn2@3B percent of our equivalent production camenfoutside the U.S., up from 51 percer
2001. At year-end 2002, our reserves were 49 peoieand 51 percent gas, compared with 47 perardt53 percent at year-end 2001.

In each of our core producing areas, our front@sns have the technical knowledge, sense of aygamd drive necessary to wring more
value from Apache's assets. Building local experilso provides a platform to compete and expamdircore areas through both operations
and acquisitions. In the latter half of 2001, wi tieat acquisition prices had reached exorbitanels, relative to commodity prices, leading

to the sidelines until appropriate opportunitiessarat reasonable prices, which began late in 20@2spent approximately $355 million on
acquisitions in 2002, compared with $1.2 billior2@01 and $1.4 billion in 2000. The most significahthe 2002 activity came in December,
when we announced the acquisition of properti€santh Louisiana. As we have done in the past, dmat vas become a cornerstone of our
acquisition strategy, we entered into hedges tteptdhe economics of the transaction, while atsérae time preserving the potential for
significantly higher gas realizations. See Not#4tem 15 of this Form 10-K.

In January 2003, we announced that we had entetea idefinitive agreement with BP to purchase peiry properties in the North Sea and
Gulf of Mexico for $1.3 billion (subject to normellosing adjustments and the exercise of preferemgiats by third parties), the largest single
acquisition in Apache's history. The acquisitioonfrBP is significant in many respects: it extendsrelationship to one of the world's
premier integrated major oil companies; it addsdpmtion and reserves and a new exploitation paotialNorth America's strongest gas
market; and it establishes a new core area in trthNsea, which fits our balanced-portfolio busgewdel and further diversifies our
reserves and production. The Gulf properties anemgystic with our existing properties and made &pathe fourth-largest producer and the
second-largest acreage holder in Gulf of Mexicoansato 1,200 feet deep. We will also become ththdargest oil producer in the North S
The effective date of the transaction is JanuaB003; the Gulf portion closed on March 13, 200&; Worth Sea portion is projected to close
early in the second quarter. The acquisition isdgpéinanced through a combination of internally greted funds, the issuance in January :
of common equity, and debt. A substantial portibthe oil and gas production for the first two y&aas been hedged to protect the
acquisition economics and to maintain Apache'stjposas a reliable purchaser of major companiegtasas they rationalize their portfolios
in the future.

On January 22, 2003, in conjunction with the Biddeaction, we completed a public offering of 9.9limnl shares of common stock, including
1.3 million shares for the underwriters' over-atient option, raising net proceeds of $554 million.

After announcing the BP acquisition, all threengtagencies reaffirmed Apache's single-A credihgst a testament to our financial position,
our conservative financial strategy, where we empledges to protect acquisition economics, andloee-pronged approach to finance
large-scale transactions with internally generdtieds, equity and debt.

In December 2002, to recognize the Company's coadiprogress on both the financial and operatisoats, Apache's board of directors
declared a special five percent common stock dnddeayable on April 2,
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2003, to shareholders of record on March 12, 2803xf the share and per share information includethis filing has been adjusted to ref|
this stock dividend.

CRITICAL ACCOUNTING POLICIES

The discussion and analysis of our financial caoditind results of operations are based upon theotidated financial statements, which
have been prepared in accordance with accountingiples generally accepted in the United Statbe freparation of these financial
statements requires us to make estimates and aSsosihat affect the reported amounts of assetslities, revenues and expenses, and
related disclosure of contingent assets and liadsli Certain accounting policies involve judgmearisl uncertainties to such an extent that
there is reasonable likelihood that materiallyetiént amounts could have been reported under eiffeonditions, or if different assumptions
had been used. We evaluate our estimates and assosngn a regular basis. We base our estimatésstorical experience and various other
assumptions that are believed to be reasonable timeleircumstances, the results of which formlthsis for making judgments about the
carrying values of assets and liabilities thatrevereadily apparent from other sources. Actualltesnay differ from these estimates and
assumptions used in preparation of our financakstents. Below, we have provided expanded dismusdiour more significant accounting
policies, estimates and judgments. We discussedeahelopment, selection and disclosure of eacheaxd with our audit committee. We
believe these accounting policies reflect our neigaificant estimates and assumptions used in paéipa of our financial statements.
Additional accounting policies and estimates maglenbnagement are discussed in Results of Operadimhé Note 1 of Item 15 of this
Form 10-K.

Full-Cost Method of Accounting for Oil and Gas Opeations

The accounting for our business is subject to gph@cicounting rules that are unique to the oil gaslindustry. There are two allowable
methods of accounting for oil and gas businesyities: the successful-efforts method and the ot method. There are several significant
differences between these methods. Under the ssfotedforts method, cost such as geological arapbgsical (G&G), exploratory dry

holes and delay rentals are expensed as incurrecewdmder the full-cost method these types of a@savgpuld be capitalized to their
respective full-cost pool. In the measurement gdaimment of oil and gas properties, the succesffolts method of accounting follows the
guidance provided in SFAS No. 144, "Accountingtfue Impairment or Disposal of Long-Lived Assetstiare the first measurement for
impairment is to compare the net book value ofrétated asset to its undiscounted future cash flosirsg commodity prices consistent with
management expectations. Under the full-cost metheaet book value (full-cost pool) is comparedh® future net cash flows discounted at
10 percent using commaodity prices in effect atghd of the reporting period.

We have elected to use the full-cost method towticior our investment in oil and gas propertiesder this method, the Company
capitalizes all acquisition, exploration and depat@nt costs for the purpose of finding oil and ges®rves, including salaries, benefits and
other internal costs directly attributable to thasgvities. Although some of these costs will mblditely result in no additional reserves, we
expect the benefits of successful wells to more tiféset the costs of any unsuccessful ones. &saltt we believe that the full-cost method
of accounting better reflects the true economiosxpioring for and developing oil and gas reser@s. financial position and results of
operations would have been significantly differeatl we used the successful-efforts method of ad@ufor our oil and gas investments.

Reserve Estimates

Our estimate of proved reserves is based on thetitjea of oil and gas which geological and engritepdata demonstrate, with reasonable
certainty, to be recoverable in future years framwn reservoirs under existing economic and opegatonditions. The accuracy of any
reserve estimate is a function of the quality ddikable data, engineering and geological interpi@iaand judgment. For example, we must
estimate the amount and timing of future operatiogis, severance taxes, development costs, andwerkosts, all of which may in fact vi
considerably from actual results. In addition, Begs and cost levels change from year
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to year, the estimate of proved reserves also &gy significant variance in these assumptiandccmaterially affect the estimated
guantity and value of our reserves.

Despite the inherent imprecision in these engimgegistimates, our reserves are used throughotitnaumcial statements. For example, since
we use the units-of-production method to amortizeail and gas properties, the quantity of resenggd significantly impact our
depreciation, depletion and amortization (DD&A) erpe. Our oil and gas properties are also sulgectteiling” limitation based in part on
the quantity of our proved reserves. Finally, theeserves are the basis for our supplemental digais disclosures.

We engage an independent petroleum engineeringdimaview our estimates of proved hydrocarboniticand gas reserves. While this firm
doesn't evaluate our entire reserve base, thepmoeatrate on those reserves that represent aastibbpercentage of the Securities and
Exchange Commission (SEC) value. During 2002, 20612000, their review covered 68, 61 and 72 peéwiethe SEC value, respectively.

Bad Debt Expense

We routinely assess the recoverability of all matdrade and other receivables to determine tt@lectibility. Many of our receivables are
from joint interest owners on properties of whick are the operator. Thus, we may have the abdityithhold future revenue disbursements
to recover any non-payment of joint interest bgkn Generally, our crude oil and natural gas rexd#es are typically collected within two
months. In Egypt, however, we have experiencedduzl decline in the timeliness of receipts fronyfign General Petroleum Corporation
(EGPC). Deteriorating economic conditions durin@2@nd 2002 in Egypt have lessened the availalofity.S. dollars, resulting in an
additional one to two month delay in receipts fre@PC. Continuation of the hard currency shortagegypt could lead to further delays,
deferrals of payment or non-payment in the futWe.accrue a reserve on a receivable when, basegudgment of management, it is
probable that a receivable will not be collected #re amount of any reserve may be reasonably atstim

Asset Retirement Obligation

The Company has significant obligations to remaregible equipment and restore land or seabed anith®f oil and gas production
operations. Apache's removal and restoration ofdiga are primarily associated with plugging andradoning wells and removal and
disposal of offshore oil and gas platforms. Théneested undiscounted costs, net of salvage valudisafiantling and removing these facilities
are accrued over the production life of the oil gad property. Estimating the future asset remoasts is difficult and requires management
to make estimates and judgments because most cértival obligations are many years in the future @ontracts and regulations often h
vague descriptions of what constitutes removalefssmoval technologies and costs are constandliggihg, as well as regulatory, political,
environmental, safety and public relations consitiens.

In 2001, the Financial Accounting Standards Bo&AISB) issued Statement of Financial Accounting 8tads No. 143 (SFAS No. 143),
"Accounting for Asset Retirement Obligations." SFNS. 143 significantly changed the method of agafor costs associated with the
retirement of fixed assets an entity is legallyigdled to incur. Primarily, the new statement reggithe Company to record a separate lial
for asset retirement obligations that represer@ptisent value of the costs to be incurred. Tharage liability is similar to our previous
estimates in that the obligations are based onotegeost estimates and expected economic livégedsset retirement that occurs many
years in the future, but the new rule now requérdditional discounting assumptions to be considegethanagement. Revisions to the a
retirement obligation recorded upon adoption of SMo. 143 can potentially result from changes emaksumptions used to estimate the
flows required to settle the obligation. Potentiadnges include adjustments in estimated prohakiliamounts, and timing of the settlement,
as well as changes in the legal requirements afaat retirement obligation. Any such changesrdsatlt in upward and downward revisions
in the estimated cash flows will adjust the lialilind the related capitalized asset on a prosgebtisis. Apache adopted this statement
effective January 1, 2003, as discussed in Notelt2im 15 of this Form 10-K.
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Income Taxes

Oil and gas exploration and production is a gldhsaliness. As a result, we are subject to taxatious income in numerous jurisdictions. '
record deferred tax assets and liabilities to astfar the expected future tax consequences oftevbat have been recognized in our
financial statements and our tax returns. We relfiassess the realizability of our deferred tesetss If we conclude that it is more likely
than not that some portion or all of the deferaedassets will not be realized under accountingdsteds, the tax asset would be reduced by a
valuation allowance. We consider future taxabl®me in making such assessments. Numerous judgmedtassumptions are inherent in
determination of future taxable income, includiagtbrs such as future operating conditions (pdeityuas related to prevailing oil and gas
prices).

We intend to permanently reinvest earnings fromiot@rnational operations; therefore, we do nobgeize deferred taxes on the unremitted
earnings of our international subsidiaries. Ifetbmes apparent that some or all of the unremétedings will be remitted, we would then
reflect taxes on those earnings.

Derivatives

Apache uses commaodity derivative contracts on #ddufrbasis to manage its exposure to oil and gas polatility. Apache accounts for its
commodity derivative contracts in accordance wi#AS No. 133, "Accounting for Derivative Instrumeiatsd Hedging Activities" (SFAS
133). Realized gains and losses from the Compaag!s flow hedges, including terminated contracts ganerally recognized in oil and gas
production revenues when the forecasted transactioars. The Company does not enter into derivatinaher financial instruments for
trading purposes. SFAS 133 requires that gaindamses from the change in fair value of derivaihstruments that do not qualify for hedge
accounting be reported in current period incomeherathan in the period in which the hedged tratisags settled. This may result in
significant volatility to current period income.

SFAS 133 is complex and subject to a potentiallgeniange of interpretations in its application.séish, in 1998 the FASB established the
Derivative Implementation Group (DIG) task forcesjfically to consider and to publish official inpgetations of issues arising from the
implementation of SFAS 133. The potential existsafdditional issues to be brought under reviewgtoee, if subsequent interpretations of
SFAS 133 are different than our current policys ibossible that our policy, as stated above, woeldnodified.

RESULTS OF OPERATIONS
Acquisitions and Divestitures

In 2002, we elected to exercise patience on thaisitign front, waiting for the frenzy that droveauisition prices to unreasonable levels to
ebb. We focused our attention on managing our &irgustructure by building equity and paying dowebtlso we would be in a position to
quickly when attractive assets became availableastonable prices. Our oil and gas acquisitior2)0? totaled approximately $350 million,
adding 49 MMboe to our reserve base, far shoti@®880 million and $1.3 billion we expended dur2@®1 and 2000, respectively, which
added 213 MMboe and 254 MMboe of proved reserveadtition, the acquisitions added $3 million, $1diBion and $94 million of
production, processing and transportation facditre2002, 2001 and 2000, respectively, and $1%omiof goodwill in 2001. These
acquisitions strengthened our position in coresaeaal provided promising prospects for future epgtlon and development activities. We
will continue our strategy of finding additionakexves on the acquired properties and accelerdingroduction of those already identified
while endeavoring to lower costs.

In connection with our 2002 South Louisiana acdiaisj we entered into costlessHlar hedges to protect Apache from the potefbiafalling
gas prices and to protect the economics of thesaction. These hedges are consistent with somer&@®1 and 2000 acquisitions whereby
we entered into and assumed fixed-price commodgigps and costless-collars that protected Apachme fadling commaodity prices. This
enabled us to better predict the financial perfarceaof our acquisitions.

Note that, in light of the uncertainty of how thalapse of Enron Corp. would impact the derivativesrkets, we closed all of our derivatiy
positions in October and November 2001, most ottvlvere

19



associated with prior acquisitions, recognizingeaigain of $10 million. A net gain of $24 millionas recognized in 2002 and a $4 million net
loss will be recognized in 2003 as the originaklydbed volumes are produced. These, as well aswthieding of our gas price swaps
associated with advances from gas purchasersasmiiehe Company's average natural gas price Byp#roMcf during 2002, $.09 per Mcf
during 2001 and $.05 per Mcf during 2000. Theyéased our average crude oil price by $.15 per tnfdhg 2002, and reduced our average
crude oil price by $.42 per bbl during 2001 and®per bbl during 2000.

We routinely evaluate our property portfolio andedit those that are marginal or no longer fit imtio strategic growth program. We divested
$7 million, $348 million and $26 million of propés during 2002, 2001 and 2000, respectively.

Revenues

Our revenues are sensitive to changes in pricesvest for our products. A substantial portion of ptoduction is sold at prevailing market
prices, which fluctuate in response to many factioas are outside of our control. Imbalances insitygply and demand for oil and natural gas
can have dramatic effects on the prices we redeiveur production. Political instability and awadility of alternative fuels could impact
worldwide supply, while economic factors such aschrrent U.S. recession could impact demand.
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The table below presents oil and gas productioamegs, production and average prices received $aedes of natural gas, oil and natural gas
liquids.

FOR THE YEAR ENDED DECEMBER 31,

2002 2001 2000

Revenues (in thousands):

Natural gas......cccocevevveevveeiiieesieeeeee $1,130,692 $1,521,959 $1,107,486

Ol 1,383,749 1,246,384 1,149,028
Natural gas liquids.......ccooceeevvceeeenneee L 45,307 54,616 52,319
Total o $2,559,748 $2,822,959 $2,308,833
Natural Gas Volume -- Mcf per day:
United States........ccccocevvvvvviicicees L 503,310 615,341 544,703
Canada....ccccovveiieie e 329,344 298,424 130,485
EQYPticiiiiiiiieeee 122,655 95,918 47,464

Australia.... — 117,802 116,943 107,894
Argentina......cccueeeeeveeeeeee e 7,276 648 --
TOtalieiiieie e 1,080,387 1,127,274 830,546
Average Natural Gas Price -- Per Mcf:
united StateS....ccovvvveevieiieeiiesieeiee $ 315 $ 415 $ 4.02
Canada - 2.74 3.81 3.65
Egypt..... - 3.71 3.51 4.51
AuStralian....ccoveeiiiee 1.28 1.22 1.34
Argentina......ccvveeeeveeeeeee e 42 1.20 -
TOtaleiiiiieie e 2.87 3.70 3.64
Oil Volume -- Barrels per day:
United States.......ccooevvvviiveeeiiceeeee 53,009 58,501 56,521
Canada............ - 25,220 25,895 14,720
0 Y7o P PP 43,772 39,238 27,745
Australia. — 30,361 23,548 15,551
Argentina.....cccveeveveieeeeeeeieiiceee 617 117 --
Total i 152,979 147,299 114,537

Average Oil Price -- Per barrel:

United States......ccccoovvvnininiincinieee $ 2531 $ 2439 $ 27.85
...... 23.46 19.22 22.25
...... 24.65 23.59 27.81
...... 25.17 23.89 29.99
...... 23.90 17.90 -
...... 24.78 23.18 27.41

NGL Volume -- Barrels per day:

United States.....ccoevvveeieeiiieeieeeee 6,691 7,679 6,030
Canada.....cccccovviiii e 1,756 1,272 1,204
TOtalieiiiei e 8,447 8,951 7,234
Average NGL Price -- Per barrel:
united StateS....ccovveveevieiieeiiesieenee $ 1529 $ 16.60 $ 20.04
Canada.....ccooeeiiiiiiiee e 12.41 17.45 18.36
TOtaleieiiiei e 14.69 16.72 19.76

Natural Gas Revenues

Consolidated natural gas revenues declined $39ibmih 2002, consistent with an $.83 per Mcf deelin the weighted-average realized
price for natural gas and a four percent declingroduction. The price
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decline reduced revenues by $342 million, whiledogas production reduced revenues by another #18mThe production decline was
concentrated in the U.S., with declines of 21 petremd 13 percent in the Gulf Coast and Centrabrey respectively. Capital curtailments,
property sales in late 2001 and back-to-back hames in September and October 2002 contributdtktprioduction decline in the U.S.
Collectively, Canada, Egypt, Australia and Argeatsaw a 13 percent increase in natural gas pradudcianada's increase was the result of
previous acquisitions and subsequent drilling d@gticoupled with successful results at Ladyferhjck offset natural decline at Zama.
Egypt's increase also came from previous acquiséiad subsequent drilling activity. See Note 3tefl 15 of this 10-K for further discussion
of acquisition and divestiture activity.

A 36 percent increase in our natural gas produat@nributed $390 million to 2001 revenues. Carsatierease was primarily driven by our
acquisition of producing properties from Phillipst®leum Company (Phillips) in December 2000 areddfler Challenge in March 2001 as
well as strong exploration and development restdts the Ladyfern area. A full year of productianrh the properties we acquired from
Occidental Petroleum Corporation (Occidental) irgAst 2000 and Collins & Ware, Inc. (Collins & Wane)June 2000 helped boost our
domestic production by 13 percent, while properiieguired from Repsol helped double our Egyptiadpction. See Note 3 of Item 15 of
this Form 10-K for further discussion of acquisitiand divestiture activity.

We have used long-term, fixed-price physical cattréo lock in a small portion of our domestic figtmatural gas production. The contracts
provide protection to the Company in the eventexfrdasing natural gas prices and represented apaity 11 percent of our 2002 and
2001 domestic natural gas production. In 2002 ghesitracts positively impacted our average redlrice in by $.01 per Mcf. Historically
high prices in the first half of 2001 resulted inegative impact of $.06 per Mcf in that year. Addially, substantially all of our natural gas
production sold in Australia is subject to longrtefixed-price contracts.

Crude Oil Revenues

Oil revenues improved $137 million in 2002 with bat higher realized price and higher productiore WMeighted-average realized price for
oil improved $1.60 per barrel, adding $86 milliendil revenues, while oil production gains addedthar $51 million. The price
improvement was across-the-board, while produdins of 29 percent and 12 percent occurred inrAlistand Egypt, respectively. The
Legendre, Simpson and Gibson/South Plato developagave Australia's gain, while Egypt's increase welated to the Repsol acquisition
and subsequent drilling. U.S. production declinge percent related to natural decline, back-td<tbagricanes in late September and early
October and property sales. See Note 3 of Itemf #i®Form 10-K for further discussion of acqumit and divestiture activity.

Our crude oil revenues increased in 2001 despite gercent drop in the average realized pricerwdecoil production increased 29 percent.
The acquisition and subsequent exploitation of prigs acquired from Repsol, in March 2001, contel to a 41 percent increase in our
yeal-over-year Egyptian production. Strong results mpprties acquired from Fletcher Challenge in M&@01 and Phillips in December
2000 helped us increase our Canadian oil produbtyor6 percent. We also had success on the driitong, increasing our Australian
production by nearly 51 percent with successfulettlgsment of the Legendre, Gipsy/North Gipsy andfSiom fields.
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Operating Expenses
The table below presents a detail of our expenses.

YEAR ENDED DECEMBER 31,

(IN MILLIONS)

Depreciation, depletion and amortization:

Oil and gas property and equipment............... ... $ 784 $ 760 $ 548

Other assetS......oovveeeviciiieiiiieeeeeeee 60 61 36
International impairments..........ccccceeeeeeeeeee. L 20 65 -
Lease operating COStS......coocvvvvvvvveenennenes 462 405 254
Gathering and transportation costs............c..... .. 38 35 19
Severance and other taxes........ccceeveeviceeees L. 63 70 59
General and administrative expenses..........c..... L. 105 89 76
Financing costs, net.......cccccovvvevevvcceeee. L 113 118 106

Total i $1,645 $1,603 $1,098

Depreciation, Depletion and Amortization

Apache's full-cost DD&A expense is driven by maagtbrs including certain costs incurred in the esgtion, development, and acquisition
of producing reserves, production levels, and exésiof proved reserve quantities and future dewedmtal costs. During 2002, our full-cost
DDG&A per boe increased by $.24 to $6.29, the resflitigher finding costs and estimates of futurstemecessary to extract reserves. During
2001, full-cost DD&A expense increased by $.308d0$ per boe, reflecting higher finding costs aadative reserve revisions associated
with declining prices.

Depreciation on other assets remained flat in 2062 increasing $25 million in 2001 associatechwitiditional facilities acquired from
Fletcher Challenge and Repsol in March 2001 anéuhertization of goodwill. In connection with thdaption of a new accounting principle
effective January 1, 2002, we no longer amortizegmodwill. Instead, it is assessed for periodipénment, as discussed in the impairment
section below.

Impairments

We periodically assess all of our unproved propsrtor possible impairment based on geologicatteamalysis, dry holes or relinquishment

of acreage. When an impairment occurs, costs agedoivith these properties are generally translao@ur proved property base where t
become subject to amortization. In some of ourir@onal exploration plays, however, we have radtgstablished proved reserves. As such,
any impairments in these areas are immediatelygeldato earnings. During 2001, we impaired a portibaur unproved property costs in
Poland and China by $65 million ($41 million aftax). In 2002, we impaired an additional $20 miilim Poland ($12 million after-tax). At
December 31, 2002, the Company had $13 milliomgfroved property costs remaining in Poland. Wecarginuing to evaluate our
operations in Poland, which may result in additlomgpairments in 2003.

As discussed in Note 1 of Item 15 of this Form 1,0godwill is subject to a periodic fair-value-bdsmpairment assessment beginning in
2002. Goodwill totals $189 million at December 3Q02 and no impairment was recorded in 2002.

Lease Operating Costs

Lease operating costs (LOE) is generally comprifestveral components; direct operating costs,irgpa maintenance costs, workover
costs and ad valorem costs. LOE is driven in pathbk type of commodity produced, the level of wawér activity and the geographical
location of the properties. Oil is inherently mepgensive to produce than natural gas. Workovertimuge to be an important part of our
strategy. They enable us to exploit our existirggrees by accelerating production and taking aceggnof high pricing
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environments. Repair and maintenance costs arehayhoffshore properties and in areas with plantsfacilities.

During 2002, LOE was $3.71 per boe, a $.49 incréase 2001. Higher absolute costs accounted fgré4ent, $.46 per boe, of this rate
increase, with lower production accounting for temaining $.03 per boe. We experienced higher atesabsts in the Gulf Coast region,
Egypt and Canada. In the Gulf Coast region incietaspairs and maintenance, related to both rowijgegations and hurricane repairs,
generally higher costs on properties operated bgreton offshore Gulf of Mexico properties and @azed workover activity in the region,
contributed to higher LOE. In Egypt, higher workoeetivity on the Khalda, South Umbarka and EastdBgya concessions drove up LOE
Canada, the increased costs reflect the impatteofketcher, Conoco and Burlington acquisitionsictvitarry higher production costs than
our other operations, and increased workover agtiviith the heaviest activity at House Mountairgttdn, Zama and Simonette fields. In
2001, LOE was $3.22 per boe, a $.56 increase fl@d@.2This increase was driven by our acquisitidnSanadian and offshore Gulf of
Mexico oil properties, higher service costs anaddéased workover activity in the U.S. and Canada.

Gathering and Transportation Costs

During 2002, the Company adopted Emerging Issusk Farce Issue 000, "Accounting for Shipping and Handling Fees @usts." Prior t
adoption, amounts paid to third parties for tramsgmn had been reported as a reduction of revaraiead of an increase in operating
expenses. Recent property acquisitions and theacésted transportation arrangements have incrahsesignificance of transportation costs
paid to third parties. For comparative purposesyipusly reported transportation costs paid taitparties were reclassified as corresponding
increases to oil and gas production revenues aecdhtipg expenses with no impact on income attrideteo common stock.

Severance and Other Taxes

Severance and other taxes are comprised primdriigw@rance taxes on properties onshore and m @tatrovincial waters in the U.S. and
Australia. Severance taxes, which are generallgdas a percentage of oil and gas production reegrdecreased in 2002. The decrease
reflects the impact of lower gas realizations ia thS. and a higher percentage of total oil andpgeduction revenues generated from Egypt
and Canada, core areas that are not subject te tiwess. Partially offsetting this decrease weghdi severance taxes in Australia. The 2002
increase in Australia resulted from higher oil izgions and a change in the production mix. A kighortion of production was attributable
to properties in provincial waters, such as Legeraard Harriet relative to production from federailtevs.

In 2001, severance taxes increased in line wittpoaluction-driven increase in oil and gas reverargsa higher effective production tax
rate. Available incentives granted by the stat®kihhoma decline with rising commodity prices, easing the effective tax rate. Also
contributing to the 2001 increase is additional &Han Large Corporation Tax, a component of Seweramd Other Taxes, related to
production from properties acquired from FletchelMarch 2001.

General and Administrative Expenses

Overall, general and administrative expenses (G8&#nded higher in 2002, rising $.13 to $.84 per. Gderty-eight percent of the increase is
tied to rising medical costs, a sharp increasegeémiums on business insurance policies renewedgukst to the September 11, 2001
terrorist attacks and the addition of a sizeabléipal risk insurance package added in mid-200ie Temaining increase is related to non-
recurring employee separation costs, a consequarme region realignment in the U.S., higher aidgdiegal support costs related to
arbitration proceedings with our gas marketer, €jpend litigation with Predator (see Note 11 a$ thorm 10-K), costs associated with the
implementation of and compliance with various sewiof Sarbanes-Oxley, and a full year of expeakad to additional staff and office
costs incurred with the acquisition of Canadianssdibries of Fletcher during 2001.
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During 2001 absolute G&A increased as the sizeuofcompany grew from acquisitions. However, 2001AG& an equivalent-barrel basis
declined 10 percent from 2000 to $.71 as the inergal production was added at a lower G&A rate.

Financing Costs, Net

Net financing costs decreased by five percent B220he major components of net financing costsrdaezest expense and capitali:

interest. Lower average debt outstanding durin@22@8ulted in a decrease in interest expense offidn. A reduction in capitalized
interest of $16 million, associated with lower uoyed property balances, partially offset this dasee Net financing costs increased 11
percent in 2001, related to higher average outstgriabrrowings coupled with lower capitalized irgst, partially offset by lower average
effective interest rates. Our weighted-average abbbrrowing on December 31, 2002 was 6.3 percemtpared to 5.9 percent on December
31, 2001. The rate is higher at year-end 2002lewer percentage of our debt is at floating ravdsich carry a lower rate than fixedte debt

OIL AND GAS CAPITAL EXPENDITURES

YEAR ENDED DECEMBER 31,

2002 2001 2000

(IN THOUSANDS)
Exploration and Development:

United StateS....coovvveevviciieeviieeees $302,611 $ 699,180 $ 495,803
Canada.....cccceevviiei e 258,191 410,345 135,627
0 Y7o PO 171,160 127,603 84,949
Australia. ..o 89,813 85,169 73,835
Other international............coooecvvvvveeee. L 38,409 20,838 18,077

$860,184 $1,343,135 $ 808,291

Capitalized Interest.......cccccovvvevvvevceneeees $40,691 $ 56,749 $ 62,000
Gas Gathering Transmission and Processing Facilitie S $32,155 $ 28,759 $ 121,294
Acquisitions:
Oil and gas properties.......cccoceevceevveeee . $351,707 $ 880,286 $1,324,427
Gas gathering, transmission and processing facili ties... 2,875 146,295 94,000
GOOAWIll.cceiiiiiiiiicceeeee L - 197,200

$354,582 $1,223,781 $1,418,427

In 2002, Apache added 172.1 MMboe of proved resetiweugh acquisitions, drilling and revisions,lagjng 138 percent of production.

The preliminary capital expenditure budget for 2@08pproximately $1.3 billion (excluding acquisits), including $850 million for North
America. Preliminary North American capital expendis include $350 million in the Gulf Coast regia00 million in the Central region
and $400 million in Canada. The Company has estithié$ international capital expenditures in 2008400 million. Capital expenditures
will be reviewed periodically, and possibly adjukstaroughout the year in light of changing industonditions.

CASH DIVIDEND PAYMENTS

Apache paid a total of $13 million in dividends ithgr 2002 on its Series B Preferred Stock issueligust 1998 and its Series C Preferred
Stock issued in May 1999. Dividends on the Seri€g&erred Stock were paid through May 15, 200Zmtie shares automatically
converted to common stock (see Note 9 under Iteif 15is Form 10K). Common dividends paid during 2002 rose 61 parte $56 million
reflecting the increase in common shares outstgralil the higher common stock dividend rate. The@oy has paid cash dividends on its
common stock for 36 consecutive years through 2B0&ire
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dividend payments will depend on the Company'sllef/earnings, financial requirements and othegvaht factors.
CAPITAL RESOURCES

Apache's primary needs for cash are for exploratiemelopment and acquisition of oil and gas prisg&rrepayment of principal and interest
on outstanding debt and payment of dividends. Towa@any funds its exploration and development a@iwiprimarily through internally
generated cash flows and budgets capital experditiased on projected cash flows. Apache routemjlysts capital expenditures in respc
to changes in oil and natural gas prices, driliing acquisition costs, and cash flow. The Compasyhlistorically utilized net cash provided
by operating activities, debt, preferred inter@gtsubsidiaries and equity as capital resourc@btain necessary funding for all other cash
needs.

Net Cash Provided by Operating Activities

Apache's net cash provided by operating activiigsng 2002 totaled $1.4 billion, a decrease op@&ent from 2001 driven by lower oil and
gas production revenues and slightly higher opegagixpenses. Oil and gas production revenues fdlan22 percent decline in gas prices,
which was partially offset by a seven percent ilmproent in oil prices. The impact of lower gas prdthn was partially offset by rising oil
production. Net cash provided by operating actsitiluring 2001 increased 26 percent to a recoii$llion from $1.5 billion in 2000. The
primary reason for the increase is attributed éoatiditional oil and gas revenues from productiompmperties acquired during 2000 and
2001.

Debt

At December 31, 2002, Apache had outstanding de®280 million under its commercial paper programd ancommitted lines of credit and
a total of $1.9 billion of other debt. This othesbd included notes and debentures maturing in ¢laesy2003 through 2096. Based on our
current plan for capital spending and projectiohdebt and interest rates, interest payments otmpany's debt for 2003 are projected to
be $157 million (using weighted-average balance$ldating rate obligations).

On June 3, 2002, Apache entered into a new $1i6rbdlobal credit facility to replace its existimgobal and 364-day credit facilities. The
new global credit facility consists of four separhank facilities: a $750 million 364-day facilitythe United States; a $450 million five-year
facility in the United States; a $150 million fiyear facility in Australia; and a $150 million fiweear facility in Canada. Loans under the
global credit facility do not require the Companyntaintain a minimum credit rating.

The five-year facilities are scheduled to maturglone 3, 2007 and the 364-day facility is schedtdadature on June 1, 2003. The 364-day
facility allows the Company the option to conveutsianding revolving loans at maturity into one+yeam loans. The Company may request
extensions of the maturity dates subject to approivine lenders.

The Company has a $1.2 billion commercial papegm which enables Apache to borrow funds for upa0 days at competitive interest
rates. The commercial paper balances at Decembh@082 and 2001 were classified as long-term detité accompanying consolidated
balance sheet as the Company has the ability dedtito refinance such amounts on a long-term lisisigh either the rollover of
commercial paper or available borrowing capacitgiarthe U.S. five-year facility and the 364-dayilfac If the Company is unable to issue
commercial paper following a significant credit doyrade or dislocation in the market, the Compadys five-year credit facility and 364-
day credit facility are available as a 100 perdrukstop. The weighted-average interest rate fomeercial paper was 1.85 percent in 2002
and 4.10 percent in 2001.

Preferred Interests of Subsidiaries

During 2001, several of our subsidiaries issuenta df $443 million ($441 million, net of issuancests) of preferred stock and limited
partner interests to unrelated institutional ingestadding to the Company's financial liquiditye\fay a weighted-average return to the
investors of 123 basis points above the
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prevailing LIBOR interest rate. These subsidiaaes consolidated in the accompanying financiakstents with the $437 million and $441
million at December 31, 2002 and 2001, respectjuelifected as preferred interests of subsidiaiethe balance sheet.

Stock Transactions

In December 2002, our board of directors declarfdegpercent stock dividend, payable on April 203, to shareholders of record on March
12, 2003. No fractional shares will be issued ashgayments will be made in lieu of fractionalrekaln connection with the declaration of
this stock dividend, a reclassification was madegdosfer $396 million from retained earnings tonooon stock and additional paid-in-capital
in the accompanying consolidated balance sheet.

On May 15, 2002, we completed the mandatory coiweis our Series C Preferred Stock into approxétya6.6 million common shares.

In September 2001, our Board of Directors declar&® percent stock dividend, which was paid on dgn1, 2002, to shareholders of
record on December 31, 2001. No fractional shaergssued and cash payments were made in ligacifdnal shares. In connection with
the declaration of this stock dividend, a reclasatfon was made to transfer $545 million from i@ earnings to common stock and
additional paid-in-capital in the accompanying adigated balance sheet.

On January 22, 2003, we completed a public offesingpproximately 9.9 million shares of common ktancluding 1.3 million shares for t
underwriters' over-allotment option, for net pradgef $554 million.

LIQUIDITY

During 2002, we strengthened our financial flexibpiand continued to build upon the solid finang@alformances of previous years. We
believe that cash on hand, net cash generateddpemating activities, and unused committed borrgvdgapacity under our global credit
facility will be adequate to satisfy future finaatobligations and liquidity needs.

As of December 31, 2002, available borrowing capaander our global credit facility was $1.2 biiowe had $52 million in cash and cash
equivalents on hand at December 31, 2002, an iseream $36 million at the prior year-end. In adlit the ratio of current assets to current
liabilities increased from 1.34 at the end of lgesdr to 1.44 at December 31, 2002.

In August 2001, we purchased $116 million in U.8v&nment Agency Notes and subsequently sold $@mof the notes in 2001. Of the
remaining balance, $17 million were designatedaasitable for sale" securities and were sold fgrapimately $17 million in January 2002.
The remaining $86 million were designated as "helthaturity” and carried at amortized cost unt@thmatured on October 15, 2002. The
sales proceeds were used to pay down on our coriahpaper balance.

We have assumed various financial obligations amdngitments in the normal course of operations. @lemtractual obligations represent
known future cash payments that we are requiredaie and relate primarily to long-term debt, pnefdrinterests of subsidiaries, operating
leases, pipeline transportation commitments aretriational commitments. The Company expects to thage contractual obligations with
cash generated from operating activities. The ¥ahg table summarizes the Company's contractual
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obligations as of December 31, 2002. Refer tonldécated footnote to the Company's consolidateahfifal statements under Item 15 of this
Form 10-K for further information regarding thed#igations.

FOOTNOTE
CONTRACTUAL OBLIGATIONS REFERENCE TOTA L 2003 2004 2005 2006 2 007 THEREAFTER
(IN THOUSANDS)
Long-term debt................. Note 6  $2,158 815 $ - $ -- $ 830 $ 274 $48 9,559 $1,668,152
Preferred interests of
subsidiaries................. Note 12 436 ,626 -- - - - - 436,626
Operating leases and other
COMMItMEeNtS..........ceeunnes Note 11 310 , 143 107,234 49,735 33,769 31,158 2 3,096 65,151
International lease
commitments.................. Note 11 71 ,456 40,780 17,099 7,010 6,567
Exploration agreement.......... Note 11 25 ,000 12,500 12,500 - --

Properties acquired requiring
future payments to Occidental
Petroleum Corporation........ Note 3 20 478 10,609 9,869
Operating costs associated with
a pre-existing volumetric
production payment of
acquired properties.......... Note 3 13 879 4502 3,770 3,047 2,530 30

Total Contractual
Obligations(a)........... $3,036 397 $175,625 $92,973 $44,656 $40,529 $51 2,685 $2,169,929

(a) Note that this table does not include the lighior dismantlement, abandonment and restoratiwsts of oil and gas properties. The
Company currently includes such costs in the amaiite base of its oil and gas properties. Effeatiith adoption of SFAS No. 143,
"Accounting for Asset Retirement Obligations" omdary 1, 2003, the Company recorded a separaiétiidbr the fair value of this asset
retirement obligation. See Note 2 under Item 1#hisf Form 10-K for further discussion.

Apache is also subject to various contingent oliiga that become payable only if certain eventabings were to occur. The inherent
uncertainty surrounding the timing of and moneferpact associated with these events or rulingsemsvany meaningful accurate
measurement, which is necessary to assess anytimmpéadure liquidity. Such obligations include émmnmental contingencies and potential
settlements resulting from litigation. As discusgediore detail in Footnote 11 under Iltem 15 of thorm 10-K, Apache's management feels
that it has adequately reserved for its contingéfigations.

Upon closing of our acquisition of the North Seaparties, Apache will assume BP's abandonmentatisig for those properties and such
costs were considered in determining the purchase.@he purchase of the properties, however, doeselieve BP of its liabilities if

Apache does not satisfy the abandonment obligafitthough not currently required, to ensure Apasipelyments of these costs, Apache
agreed to deliver a letter of credit to BP if th&ing of our senior unsecured debt is lowered ki BMoody's and Standard and Poor's from the
Company's current ratings of A3 and A-, respecyivAhy such letter of credit would be in an amoeqtial to the net present value of future
abandonment costs of the North Sea properties e afate of any such ratings change. If Apaclobligated to provide a letter of credit, it
will expire if either rating agency restores itting to the present level. The initial letter oédit amount would be $282 million. This amount
represents the letter of credit requirement thradgich 2004, and will be negotiated annually basedpache's future abandonment
obligation estimates. In addition, under Apacha’sgtterm oil physical sales contract with BP, medbto the BP acquisition, Apache may be
required to post margin if the mark-to-market expesas defined, exceeds the credit thresholddimit

In addition to the letter of credit requirementsedng BP's abandonment obligations, our liquidityld be further impacted by a downgrade
of the credit rating for our senior unsecured loeign debt by Standard and Poor's to BBB- or lowerlay Moody's to Baa3 or lower;
however, we do not believe that such a sharp doadw®gis reasonably likely. If our debt were to reeesuch a downgrade, our subsidiaries
that issued the preferred interests described be 82 under Item 15 of this Form 10-K could beimlation of their covenants which may
require them to redeem some of the preferred istei®s noted. In addition, generally under our codity hedge agreements, Apache ma
required to post margin or terminate outstandirgjtiums if the Company's credit ratings declinengigantly.
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OFF-BALANCE SHEET ARRANGEMENTS

Apache does not currently utilize any off-balanieet arrangements with unconsolidated entitiesib@ece liquidity and capital resource
positions, or any other purpose. Any future tratieas involving off-balance sheet arrangements baéllscrutinized and disclosed by the
Company's management.

FUTURE TRENDS

Apache's strategy is to increase its oil and gsarves, production, cash flow and earnings thraughlanced growth program that involves:
- exploiting our existing asset base;

- acquiring properties to which we can add incretaleraelue; and

- investing in high-potential exploration prospects

Apache's present plans are to increase 2003 watédeapital expenditures for exploratory and develept drilling to approximately $1.3
billion from $860 million in 2002. We will continu® monitor commodity prices and adjust our camtgdenditures accordingly. We will al
continue to evaluate and pursue acquisition oppdi#is should they become available at reasonaiiteg

Exploiting Existing Asset Base

Apache seeks to maximize the value of our exisiisggt base by increasing production and reserviés rgucing operating costs per unit
order to achieve these objectives, we rigoroushgyel production enhancement opportunities suchoalsowers, recompletions and moderate-
risk drilling, while divesting marginal and nonategic properties and identifying other activitieseduce costs. We expended a lot of effort
in 2002 identifying exploitation opportunities whiovhen combined with our South Louisiana propptgchase and our acquisition from |
give us a large inventory at a time of high commogrices.

Acquiring Properties to Which We Can Add Incrementd Value

Apache seeks to purchase reserves at approprieés oy generally avoiding auction processes wiverare competing against other buyers.
Our aim is to follow each acquisition with a cyolereserve enhancement, property consolidationcastl flow acceleration, facilitating asset
growth and debt reduction. Exorbitant acquisitioicgs caused Apache to sideline its 2002 acquisdidivities early in the year until
appropriate opportunities arose at reasonablegqnigkich began at the end of the year.

Investing in High-Potential Exploration Prospects

Apache seeks to concentrate its exploratory investsnin a select number of international areastah@come the dominant operator in those
regions. We believe that these investments, althgeamgerally higher-risk, offer potential for attti@e investment returns and significant
reserve additions. Our international investmentsexploration activities are a significant compana&iour long-term growth strategy. They
complement our North American operations, whichraoge development oriented.

A critical component in implementing our three-pged growth strategy is maintenance of significararicial flexibility. All three rating
agencies recently reaffirmed "A-credit ratings"Apache's senior unsecured lotegm debt, a testament to our conservative findstiacture
and commitment to preserving a strong balance shigig¢ building a solid foundation and competitadvantage with which to pursue our
growth initiatives.

ITEM 7A.QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
COMMODITY RISK

The major market risk exposure is in the pricinglagable to our oil and gas production. Realizeidipg is primarily driven by the prevailing
worldwide price for crude oil and spot prices apalile to our United
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States and Canadian natural gas production. Pecesved for oil and gas production have been anthin volatile and unpredictable.
Monthly oil price realizations ranged from a low$i#8.85 per barrel to a high of $28.79 per barveind) 2002. Average gas price realizations
ranged from a monthly low of $2.11 per Mcf to a riidy high of $3.62 per Mcf during the same periBdsed on the Company's 2002
worldwide oil production levels, a $1.00 per backeange in the weighteglverage realized price of oil would increase oréase revenues |
$56 million. Based on the Company's 2002 worldvgéde production levels, a $.10 per Mcf change inntbigthted-average realized price of
gas would increase or decrease revenues by $3@mill

If oil and gas prices decline significantly, evéomly for a short period of time, it is possibleat non-cash write-downs of our oil and gas
properties could occur under the full-cost accauntules of the Securities Exchange Commission {SB@der these rules, we review the
carrying value of our proved oil and gas propergiash quarter on a country-by-country basis to renhat capitalized costs of proved oil and
gas properties, net of accumulated depreciatiguietien and amortization, and deferred income tadesot exceed the "ceiling." This
ceiling is the present value of estimated futurecash flows from proved oil and gas reserves,adisted at 10 percent, plus the lower of cost
or fair value of unproved properties included ia tosts being amortized, net of related tax efféttspitalized costs exceed this limit, the
excess is charged to additional DD&A expense. Hieutation of estimated future net cash flows isdubon the prices for crude oil and
natural gas in effect on the last day of each Figuarter except for volumes sold under long-teontacts. Write-downs required by these
rules do not impact cash flow from operating atiti.

While we agree that costs on our balance sheetgbeunritten down if they exceed the value of mserves, the valuation methodology
currently prescribed is, in the Company's opinftawed. For purposes of the test, except whereethes longerm contracts, the price usec
calculate the present value of reserves is thaepni effect on the last day of the quarter. Adieaindicated, this is a highly volatile price and
one that often has little to do with long-term valiWe have pointed this out in discussions withSB€ and will continue to work to resolve
this important issue.

We periodically enter into hedging activities opation of our projected oil and natural gas prdgurcthrough a variety of financial and
physical arrangements intended to support oil atdral gas prices at targeted levels and to maoageverall exposure to oil and gas price
fluctuations. Apache may use futures contractspswaptions and fixegrice physical contracts to hedge its commoditggsi Realized gail
or losses from the Company's price risk managemgtiities are recognized in oil and gas productsrenues when the associated
production occurs. Apache does not generally hoidsme derivative instruments for trading purpogesindicated in Notes 3 and 4 under
Item 15 of this Form 10-K, the Company entered g#weral derivative positions in conjunction witle tSouth Louisiana acquisition in
December 2002 and following year-end, with the &itjan from BP. These positions were entered totpreserve our strong financial
position in a period of cyclically high gas and iices and were designated as cash flow hedgaatiatpated production.

At December 31, 2002, the Company had natural gasrmdity collars with a negative fair value of $#lion. A 10 percent increase in gas
prices would change the fair values of the gasacoly $(5) million. A 10 percent decrease in gicep would change the fair values of the
gas collars by $5 million. The model used to arav¢he fair values for the commaodity collars isdédon a third-party option pricing model.
Changes in fair value, assuming 10 percent priemgés, assume non-constant volatility with volstitiased on prevailing market parameters
at December 31, 2002. The natural gas and crudeei-price swaps and crude oil fixed-price phgsimontracts entered into during the first
guarter 2003 involved substantially more oil and galumes than the 2002 collars. For additionahitlen our 2003 derivative positions, re

to Notes 3 and 4 of Item 15 of this Form 10-K.

We sell all of our Egyptian crude oil and naturasdgo the EGPC for U.S. dollars. Deteriorating @coic conditions in Egypt during 2001 &
2002 have lessened the availability of U.S. doltessilting in a one to two month delay in recefptsn EGPC. Continuation of the hard
currency shortage in Egypt could lead to furthdayle deferrals of payment or non-payment in thergi
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INTEREST RATE RISK

Approximately 85 percent of the Company's debsssiéd at fixed interest rates, minimizing the Camgfsaexposure to fluctuations in short-
term interest rates. At December 31, 2002, the Gomwphad $317 million of floating-rate debt and $48iflion of preferred interests of
subsidiaries, both of which are subject to fludtuz in short-term interest rates. A 10 percenhgdean the floating interest rate
(approximately 22 basis points) on these year-etahices, would be approximately $2 million. The @amy did not have any open
derivative contracts relating to interest rateBatember 31, 2002 or 2001.

FOREIGN CURRENCY RISK

The Company's cash flow stream relating to ceitd@rnational operations is based on the U.S. delimivalent of cash flows measured in
foreign currencies. Australian gas production isl smder fixed-price Australian dollar contractglaver half the costs incurred are paid in
Australian dollars. Revenue and disbursement taitses denominated in Australian dollars are cotadeto U.S. dollar equivalents based on
the exchange rate as of the transaction date. @rioctober 1, 2002, reported cash flow from Caaadiperations was measured in Canadian
dollars and converted to the U.S. dollar equivaberged on the average of the Canadian and U.3r @sithange rates for the period reported.
The majority of Apache's debt in Canada is denotathan U.S. dollars and, as such, was adjustediffarences in exchange rates at each
period end. This unrealized adjustment was recoadeather revenues (losses). In light of the caimig transformation of the U.S. and
Canadian energy markets into a single energy mankeadopted the U.S. dollar as our functionaleney in Canada, effective October 1,
2002. A 10 percent strengthening of the Austratiad Canadian dollar will result in a foreign cugmet loss of approximately $31 million.
The Company did not have any open derivative cotgnaelating to foreign currencies at December2802, or 2001.

FORWARD-LOOKING STATEMENTS AND RISK

Certain statements in this report, including statets of the future plans, objectives, and expegeztbrmance of the Company, are forward-
looking statements that are dependent upon cestaints, risks and uncertainties that may be outhiel€ompany's control, and which could
cause actual results to differ materially from #hasticipated. Some of these include, but areimitield to, the market prices of oil and gas,
economic and competitive conditions, inflation sategislative and regulatory changes, financialketaconditions, political and economic
uncertainties of foreign governments, future bussngecisions and other uncertainties, all of whiehdifficult to predict.

There are numerous uncertainties inherent in estimguantities of proved oil and gas reservesiamqojecting future rates of production
and the timing of development expenditures. Thal tminount or timing of actual future production mayy significantly from reserve and
production estimates. The drilling of exploratorglis can involve significant risks, including thasated to timing, success rates and cost
overruns. Lease and rig availability, complex gggland other factors can affect these risks. AlgfoApache makes use of futures contracts,
swaps, options and fixed-price physical contraztitigate risk, fluctuations in oil and gas pricesa prolonged continuation of low prices,
may substantially adversely affect the Companyarfcial position, results of operations and casivdl

ITEM 8.FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The financial statements and supplementary finaimdfiarmation required to be filed under this iteme presented on pages F-1 through F-54
of this Form 10-K, and are incorporated hereindfgmrence.
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ITEM 9.CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANT S ON ACCOUNTING AND FINANCIAL DISCLOSURE

The financial statements for the fiscal year endedember 31, 2002, included in this report, hawenkaudited by Ernst & Young LLP,
independent public auditors, as stated in theiitaagdort appearing herein. The financial stateménit the fiscal years ended December 31,
2001, and December 31, 2000, included in this tepave been audited by Arthur Andersen LLP, indeeat public accountants, as state
their audit report appearing herein. Arthur AndarBas not consented to the inclusion of their anaghiort in this report. For a discussion of
the risks relating to Arthur Andersen'’s audit of fimancial statements, please see "Risks relatrrthur Andersen LLP" in Item 1.

Arthur Andersen's audit reports on our consolidditeghcial statements for each of the fiscal yesrded December 31, 2001, and December
31, 2000, included elsewhere in this report, didaomtain an adverse opinion or disclaimer of apininor were they qualified or modified as
to uncertainty, audit scope or accounting prinaple

During the years ended December 31, 2001 and Deareddh 2000, and through the date we dismisseduAindersen LLP, there were no
disagreements with Arthur Andersen on any mattercabunting principle or practice, financial staggndisclosure, or auditing scope or
procedure which, if not resolved by Arthur Andersesatisfaction, would have caused them to malezerte to the subject matter in
connection with their report on our consolidatetificial statements for such years; and there wereportable events as set forth in
applicable SEC regulations.

We provided Arthur Andersen LLP with a copy of tif@ove disclosures on April 2, 2002. In a letteedaipril 2, 2002, Arthur Andersen
confirmed its agreement with these statements.

PART 1lI
ITEM 10.DIRECTORS AND EXECUTIVE OFFICERS OF THE REG ISTRANT

The information set forth under the captions "Noeeis for Election as Directors", "Continuing Direstp "Executive Officers of the
Company", and "Securities Ownership and Principablers” in the proxy statement relating to the Canyis 2003 annual meeting of
stockholders (the Proxy Statement) is incorporaer@in by reference.

ITEM 11.EXECUTIVE COMPENSATION

The information set forth under the captions "Sumn@ompensation Table", "Option/SAR Exercises aearyEnd Value Table",
"Employment Contracts and Termination of Employmemd Change-in-Control Arrangements” and "Dire@ompensation” in the Proxy
Statement is incorporated herein by reference.

ITEM 12.SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OW NERS AND MANAGEMENT

The information set forth under the captions "Sii@sr Ownership and Principal Holders" and "Eq@iympensation Plan Information” in the
Proxy Statement is incorporated herein by reference

ITEM 13.CERTAIN RELATIONSHIPS AND RELATED TRANSACTI ONS

The information set forth under the caption "Certausiness Relationships and Transactions" in tbgyPStatement is incorporated herein
reference.

ITEM 14.CONTROLS AND PROCEDURES

Apache's certifying officers evaluated the effestigss of our disclosure controls and procedurdsmiite last 90 days preceding the date of
this report. Based on that review and as of the dhthat evaluation, these officers found the canyfs disclosure controls to be adequate,
providing effective means to insure that
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we timely and accurately disclose the informati@ave required to disclose under applicable lawisragulations. We also made no
significant changes in internal controls or anyeotfactors that could affect our internal contrgilsce our most recent internal controls
evaluation.

We periodically review the design and effectivengfssur disclosure controls, including compliancéwarious laws and regulations that
apply to our operations both inside and outsidd.thit¢ed States. We make modifications to improwedhbsign and effectiveness of our
disclosure controls, and may take other correcat®n, if our reviews identify deficiencies or vk@asses in our controls.

PART IV

ITEM 15.EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AN D REPORTS ON FORM 8-K

(a) Documents included in this report:
1. Financial Statements

Report of management...........cccccevievenineen.

Report of Independent Auditors....................

Reports of independent public accountants..........

Statement of consolidated operations for each of th
years in the period ended December 31, 2002......

Statement of consolidated cash flows for each of th
years in the period ended December 31, 2002......

Consolidated balance sheet as of December 31, 2002

Statement of consolidated shareholders' equity for

the three years in the period ended December 31,
Notes to consolidated financial statements.........

2. Financial Statement Schedules

Financial statement schedules have been omittealibedhey are either not required, not applicabte@information required to be preser

is included in the Company's financial statements@lated notes.

3. Exhibits
EXHIBIT
NO. DESCRIPTION
2.1 -- Agreement and Plan of Merger among

Acquisitions, Inc. and The Phoenix
dated March 27, 1996 (incorporated
2.1 to Registrant's Registration St
Registration No. 333-02305, filed A

Purchase and Sale Agreement by and
Production Inc., as seller, and Reg
January 11, 2003 (incorporated by r
to Registrant's Current Report on F
13, 2003, SEC File No. 1-4300).

Sale and Purchase Agreement by and
Operating Company Limited, as selle
Limited, as buyer, dated January 11
reference to Exhibit 2.2 to Registr
Form 8-K, dated January 13, 2003, S

Restated Certificate of Incorporati
December 16, 1999, as filed with th
Delaware on December 17, 1999 (inco
Exhibit 99.1 to Registrant's Curren
dated December 17, 1999, SEC File N

22 -

N
w
)

!

3.1 -
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Resource Companies, Inc.,
by reference to Exhibit
atement on Form S-4,
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between BP Exploration &
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eference to Exhibit 2.1
orm 8-K, dated January

between BP Exploration
r, and Apache North Sea
, 2003 (incorporated by
ant's Current Report on
EC File No. 1-4300).

on of Registrant, dated

e Secretary of State of
rporated by reference to
t Report on Form 8-K,

0. 1-4300).



EXHIBIT

NO.

4.1

4.2

4.3

4.4

10.1

10.2

10.3

10.4

DESCRIPTION

--  Bylaws of Registrant, as amended Ma
by reference to Exhibit 3.1 to Regi
on Form 10-Q for the quarter ended
No. 1-4300).

--  Form of Certificate for Registrant’
(incorporated by reference to Exhib
Annual Report on Form 10-K for year
SEC File No. 1-4300).

--  Form of Certificate for Registrant’
Preferred Stock, Series B (incorpor
Exhibit 4.2 to Amendment No. 2 on F
Current Report on Form 8-K, dated A
No. 1-4300).

--  Form of Certificate for Registrant’
Convertible Equity Securities, Conv
Series C (incorporated by reference
Amendment No. 1 on Form 8-K/A to Re
on Form 8-K, dated April 29, 1999,

-- Rights Agreement, dated January 31,
and Norwest Bank Minnesota, N.A., r
the declaration of a rights dividen
shareholders of record on January 3
reference to Exhibit (a) to Registr
Statement on Form 8-A, dated Januar
1-4300).

- Credit Agreement, dated June 12, 19
lenders named therein, Morgan Guara
Global Documentation Agent and U.S.
First National Bank of Chicago, as
NationsBank of Texas, N.A., as Co-A
Switzerland, Houston Agency, as Co-
Manhattan Bank, as Global Administr
by reference to Exhibit 10.1 to Reg
on Form 8-K, dated June 13, 1997, S

-~ Form of Credit Agreement, dated as
Registrant, the Lenders named there
as Global Administrative Agent, Ban
Global Syndication Agent, Citibank,
Documentation Agent, Bank of Americ
Bank, National Association, as U.S.
and Citibank, N.A. and Union Bank o
U.S. Co-Documentation Agents (exclu
schedules) (incorporated by referen
Registrant's Quarterly Report on Fo
ended June 30, 2002, SEC File No. 1

--  Form of 364-Day Credit Agreement, d
among Registrant, the Lenders named
Bank, as Global Administrative Agen
as Global Syndication Agent, Citiba
Documentation Agent, Bank of Americ
as 364-Day Co-Syndication Agents, a
York Branch, and Societe Generale,
Co-Documentation Agents (excluding
(incorporated by reference to Exhib
Quarterly Report on Form 10-Q for t
2002, SEC File No. 1-4300).

--  Credit Agreement, dated June 12, 19
Ltd., a wholly-owned subsidiary of
Lenders named therein, Morgan Guara
Global Documentation Agent, Royal B
Canadian Documentation Agent, The C
Canada, as Canadian Syndication Age
Canadian Administrative Agent, and
as Global Administrative Agent (inc
Exhibit 10.2 to Registrant's Curren
dated June 13, 1997, SEC File No. 1

34

y 2, 2002 (incorporated
strant's Quarterly Report
March 31, 2002, SEC File

s Common Stock
it 4.1 to Registrant's
ended December 31, 1995,

s 5.68% Cumulative

ated by reference to

orm 8-K/A to Registrant's
pril 18, 1998, SEC File

s Automatically

ersion Preferred Stock,
to Exhibit 99.8 to
gistrant's Current Report
SEC File No. 1-4300).
1996, between Registrant
ights agent, relating to

d to Registrant's common
1, 1996 (incorporated by
ant's Registration

y 24,1996, SEC File No.

97, among Registrant, the
nty Trust Company, as
Syndication Agent, The
U.S. Documentation Agent,
gent, Union Bank of
Agent, and The Chase
ative Agent (incorporated
istrant's Current Report
EC File No. 1-4300).

of June 3, 2002, among

in, JPMorgan Chase Bank,
k of America, N.A., as
N.A., as Global

a, N.A. and Wachovia
Co-Syndication Agents,

f California, N.A., as

ding exhibits and

ce to Exhibit 10.2 to

rm 10-Q for the quarter
-4300).

ated as of June 3, 2002,
therein, JPMorgan Chase
t, Bank of America, N.A.,
nk, N.A., as Global

a, N.A. and BNP Paribas,
nd Deutsche Bank AG, New
as 364-Day

exhibits and schedules)

it 10.3 to Registrant's

he quarter ended June 30,

97, among Apache Canada
the Registrant, the

nty Trust Company, as

ank of Canada, as

hase Manhattan Bank of

nt, Bank of Montreal, as
The Chase Manhattan Bank,
orporated by reference to

t Report on Form 8-K,
-4300).



EXHIBIT

NO.

10.6

10.7

10.8

10.9

10.10

10.11

DESCRIPTION

-~ Form of Credit Agreement, dated as
Apache Canada Ltd, a wholly-owned s
the Lenders named therein, JPMorgan
Administrative Agent, Bank of Ameri
Syndication Agent, Citibank, N.A.,
Agent, Royal Bank of Canada, as Can
Agent, The Bank of Nova Scotia and
Bank, as Canadian Co-Syndication Ag
(Canada) and Bayerische Landesbank
Co-Documentation Agents (excluding
(incorporated by reference to Exhib
Quarterly Report on Form 10-Q for t
2002, SEC File No. 1-4300).

- Credit Agreement, dated June 12, 19
Limited and Apache Oil Australia Pt
subsidiaries of the Registrant, the
Morgan Guaranty Trust Company, as G
Agent, Bank of America National Tru
Association, Sydney Branch, as Aust
Agent, The Chase Manhattan Bank, as
Agent, Citisecurities Limited, as A
Agent, and The Chase Manhattan Bank
Administrative Agent (incorporated
10.3 to Registrant's Current Report
13, 1997, SEC File No. 1-4300).

--  Form of Credit Agreement, dated as
Apache Energy Limited, a wholly-own
Registrant, the Lenders named there
as Global Administrative Agent, Ban
Global Syndication Agent, Citibank,
Documentation Agent, Citisecurities
Administrative Agent, Bank of Ameri
and Deutsche Bank AG, Sydney Branch
Syndication Agents, and Royal Bank
NA, Australia Branch, as Australian
(excluding exhibits and schedules)
reference to Exhibit 10.5 to Regist
on Form 10-Q for the quarter ended
No. 1-4300).

-- Concession Agreement for Petroleum
Exploitation in the Khalda Area in
by and among Arab Republic of Egypt
Petroleum Corporation and Phoenix R
Egypt, dated April 6, 1981 (incorpo
Exhibit 19(g) to Phoenix's Annual R
year ended December 31, 1984, SEC F

-~ Amendment, dated July 10, 1989, to
Petroleum Exploration and Exploitat
Western Desert of Egypt by and amon
the Egyptian General Petroleum Corp
Resources Company of Egypt incorpor
Exhibit 10(d)(4) to Phoenix's Quart
for quarter ended June 30, 1989, SE

-~ Farmout Agreement, dated September
the Khalda Area Concession, by and
Company of Egypt and Conoco Khalda
reference to Exhibit 10.1 to Phoeni
Statement on Form S-1, Registration
October 23, 1985).

-~ Amendment, dated March 30, 1989, to
relating to the Khalda Area Concess
Phoenix Resources Company of Egypt
Inc(incorporated by reference to Ex
Phoenix's Quarterly Report on Form
June 30, 1989, SEC File No. 1-547).
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of June 3, 2002, among
ubsidiary of Registrant,
Chase Bank, as Global
ca, N.A., as Global

as Global Documentation
adian Administrative

The Toronto-Dominion
ents, and BNP Paribas
Girozentrale, as Canadian
exhibits and schedules)

it 10.4 to Registrant's

he quarter ended June 30,

97, among Apache Energy
y Limited, wholly-owned
Lenders named therein,
lobal Documentation

st and Savings

ralian Documentation
Australian Syndication
ustralian Administrative

, as Global

by reference to Exhibit
on Form 8-K, dated June

of June 3, 2002, among
ed subsidiary of

in, JPMorgan Chase Bank,
k of America, N.A., as
N.A., as Global

Limited, as Australian

ca, N.A., Sydney Branch,

, as Australian Co-

of Canada and Bank One,
Co-Documentation Agents
(incorporated by

rant's Quarterly Report
June 30, 2002, SEC File

Exploration and

Western Desert of Egypt

, the Egyptian General
esources Company of
rated by reference to
eport on Form 10-K for

ile No. 1-547).

Concession Agreement for
ion in the Khalda Area in

g Arab Republic of Egypt,
oration and Phoenix

ated by reference to

erly Report on Form 10-Q
C File No. 1-547).

13, 1985 and relating to
between Phoenix Resources
Inc(incorporated by

X's Registration

No. 33-1069, filed

Farmout Agreement
ion, by and between
and Conoco Khalda
hibit 10(d)(5) to

10-Q for quarter ended



EXHIBIT
NO.

10.13

10.14

+10.15

+10.16

+10.17

+*10.18

+10.19

+*10.20

+10.21

+10.22

+10.23

+10.24

DESCRIPTION

-~ Amendment, dated May 21, 1995, to
Petroleum Exploration and Exploitat
Western Desert of Egypt between Ara
Egyptian General Petroleum Corporat
Egipto S.A., Phoenix Resources Comp
Corporation (incorporated by refere
Registrant's Annual Report on Form
December 31, 1997, SEC File No. 1-4

Cc

--  Concession Agreement for Petroleum

Exploitation in the Qarun Area in W
between Arab Republic of Egypt, the
Petroleum Corporation, Phoenix Reso
and Apache Oil Egypt, Inc., dated M
by reference to Exhibit 10(b) to Ph
Form 10-K for year ended December 3
1-547).

-- Agreement for Amending the Gas Pric

Concession Agreement for Petroleum
Exploitation in the Qarun Area, eff
(incorporated by reference to Exhib
Annual Report on Form 10-K for year
SEC File No. 1-4300).

-~ Apache Corporation Corporate Incent

(Senior Officers' Plan), dated July

by reference to Exhibit 10.13 to Re

on Form 10-K for year ended Decembe
1-4300).

-- Apache Corporation Corporate Incent

(Strategic Objectives Format), date
(incorporated by reference to Exhib
Annual Report on Form 10-K for year
SEC File No. 1-4300).

-- Apache Corporation 401(k) Savings
(incorporated by reference to Exhib
Quarterly Report on Form 10-Q for t
September 30, 2002, SEC File No. 1-

-- Amendment to Apache Corporation 401

January 27, 2003, effective as Janu

-~ Apache Corporation Money Purchase R

August 1, 2002 (incorporated by ref
Registrant's Quarterly Report on Fo
ended September 30, 2002, SEC File

-~ Amendment to Apache Corporation Mon

Plan, dated January 27, 2003, effec
2003.

P

-~ Non-Qualified Retirement/Savings PI

restated as of January 1, 1997, and
of January 1, 1997, January 1, 1998
(incorporated by reference to Exhib
Annual Report on Form 10-K for year
SEC File No. 1-4300).

--  Amendment to Non-Qualified Retireme

Corporation, dated February 22, 200
January 1, 1999 (incorporated by re
Registrant's Registration Statement
Registration No. 333-31092, filed F
Amendment dated July 27, 2000 (inco
Exhibit 4.8 to Amendment No. 1 to R
Statement on Form S-8, Registration
August 18, 2000).

--  Amendment to Non-Qualified Retireme

Corporation, dated August 3, 2001,
1, 2000 and July 1, 2001 (incorpora
Exhibit 10.13 to Registrant's Quart
for the quarter ended June 30, 2001

-- Apache Corporation 1990 Stock Incen

restated September 13, 2001 (incorp
Exhibit 10.01 to Registrant's Quart
for the quarter ended September 30,
1-4300).
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oncession Agreement for
ion in the Khalda Area in
b Republic of Egypt, the
ion, Repsol Exploracion
any of Egypt and Samsung
nce to exhibit 10.12 to
10-K for year ended

300).

Exploration and

estern Desert of Egypt,
Egyptian General

urces Company of Qarun
ay 17, 1993 (incorporated
oenix's Annual Report on
1, 1993, SEC File No.

ing Provisions under the
Exploration and

ective June 16, 1994

it 10.18 to Registrant's
ended December 31, 1996,

ive Compensation Plan A
16, 1998 (incorporated
gistrant's Annual Report
r 31, 1998, SEC File No.

ive Compensation Plan B

d July 16, 1998

it 10.14 to Registrant's
ended December 31, 1998,

lan, dated August 1, 2002
it 10.1 to Registrant's

he quarter ended

4300).

(k) Savings Plan, dated
ary 1, 2003.

etirement Plan, dated
erence to Exhibit 10.2 to
rm 10-Q for the quarter
No. 1-4300).

ey Purchase Retirement
tive as of January 1,

an of Apache Corporation,
amendments effective as
and January 1, 1999

it 10.17 to Registrant's
ended December 31, 1998,

nt/Savings Plan of Apache
0, effective as of

ference to Exhibit 4.7 to
on Form S-8,

ebruary 25, 2000); and
rporated by reference to
egistrant's Registration
No. 333-31092, filed

nt/Savings Plan of Apache
effective as of September
ted by reference to

erly Report on Form 10-Q
, SEC File No. 1-4300).
tive Plan, as amended and
orated by reference to

erly Report on Form 10-Q
2001, SEC File No.



EXHIBIT

NO.

+*10.26

+10.27

+10.28

+10.29

+10.30

+10.31

+10.32

+10.33

+10.34

+10.35

+10.36

+10.37

+10.38

+10.39

DESCRIPTION
--  Apache Corporation 1995 Stock Optio
restated September 13, 2001 (incorp
Exhibit 10.02 to Registrant's Quart
for the quarter ended September 30,
1-4300).
--  Apache Corporation 2000 Share Appre
and restated February 5, 2003, effe
2003.
-~ Apache Corporation 1996 Performance
amended and restated September 13,
reference to Exhibit 10.03 to Regis
on Form 10-Q for the quarter ended
File No. 1-4300).
--  Apache Corporation 1998 Stock Optio
restated September 13, 2001 (incorp
Exhibit 10.04 to Registrant's Quart
for the quarter ended September 30,
1-4300).
-- Apache Corporation 2000 Stock Optio
restated March 5, 2003 (incorporate
4.5 to Registrant's Registration St
Registration No. 333-103758, filed
-- 1990 Employee Stock Option Plan of
Companies, Inc., as amended through
effective April 9, 1990 (incorporat
Exhibit 10.33 to Registrant's Annua
year ended December 31, 1996, SEC F
-- Apache Corporation Income Continuan
restated May 3, 2001 (incorporated
10.30 to Registrant's Annual Report
year ended December 31, 2001, SEC F
-- Apache Corporation Deferred Deliver
restated December 18, 2002, effecti
(incorporated by reference to Exhib
Amendment No. 2 to Registrant's Reg
Form S-8, Registration No. 333-3109
-- Apache Corporation Executive Restri
amended and restated December 18, 2
2, 2002 (incorporated by reference
Post-Effective Amendment No. 1 to R
Statement on Form S-8, Registration
December 30, 2002).
-- Apache Corporation Non-Employee Dir
Plan, as amended and restated Decem
(incorporated by reference to Exhib
Annual Report on Form 10-K for year
SEC File No. 1-4300).
-- Apache Corporation Outside Director
amended and restated May 3, 2001 (i
to Exhibit 10.08 to Registrant's Qu
10-Q for the quarter ended June 30,
1-4300).
-- Apache Corporation Equity Compensat
Directors, as amended and restated
by reference to Exhibit 10.09 to Re
Report on Form 10-Q for the quarter
File No. 1-4300).

--  Amended and Restated Employment Agr

1990, between Registrant and Raymon
reference to Exhibit 10.39 to Regis
Form 10-K for year ended December 3
1-4300).

- First Amendment, dated April 4, 199
Agreement between Registrant and Ra
by reference to Exhibit 10.40 to Re

on Form 10-K for year ended Decembe
1-4300).

-~ Amended and Restated Employment Agr

20, 1990, between Registrant and Jo
by reference to Exhibit 10.10 to Re

on Form 10-K for year ended Decembe
1-4300).

37

n Plan, as amended and
orated by reference to
erly Report on Form 10-Q
2001, SEC File No.

ciation Plan, as amended
ctive as of March 12,

Stock Option Plan, as
2001 (incorporated by
trant's Quarterly Report
September 30, 2001, SEC

n Plan, as amended and
orated by reference to
erly Report on Form 10-Q
2001, SEC File No.

n Plan, as amended and
d by reference to Exhibit
atement on Form S-8,
March 12, 2003).

The Phoenix Resource
September 29, 1995,
ed by reference to

| Report on Form 10-K for
ile No. 1-4300).

ce Plan, as amended and
by reference to Exhibit
on Form 10-K for the

ile No. 1-4300).

y Plan, as amended and
ve as of May 2, 2002

it 4.5 to Post-Effective
istration Statement on

2, filed March 11, 2003).
cted Stock Plan, as

002, effective as of May
to Exhibit 4.5 to
egistrant's Registration
No. 333-97403, filed

ectors' Compensation

ber 17, 1998

it 10.26 to Registrant's
ended December 31, 1998,

s' Retirement Plan, as
ncorporated by reference
arterly Report on Form
2001, SEC File No.

ion Plan for Non-Employee
May 3, 2001 (incorporated
gistrant's Quarterly

ended June 30, 2001, SEC

eement, dated December 5,
d Plank (incorporated by
trant's Annual Report on

1, 1996, SEC File No.

6, to Restated Employment
ymond Plank (incorporated
gistrant's Annual Report
r 31, 1996, SEC File No.

eement, dated December
hn A. Kocur (incorporated
gistrant's Annual Report
r 31, 1990, SEC File No.



EXHIBIT
NO.

+10.40

+10.41

10.42

10.43

*12.1 -

211 -
*231 -
*23.2 -
*24.1 -

*99.1 --

* Filed herewith.

+ Management contracts or compensatory plans angements required to be filed herewith pursuafteta 15 hereof.

NOTE: Debt instruments of the Registrant defining tights of lon-term debt holders in principal amounts not exaegdiO percent of the

DESCRIPTION

-~ Employment Agreement, dated June 6,

and G. Steven Farris (incorporated
10.6 to Registrant's Annual Report
ended December 31, 1989, SEC File N

-- Amended and Restated Conditional St

dated June 6, 2001, between Registr
(incorporated by reference to Exhib
Quarterly Report on Form 10-Q for t
2001, SEC File No. 1-4300).

1, 1998, by and among Registrant an
Corporation, as seller, and Produce
as buyer (incorporated by reference
Registrant's Current Report on Form
1998, SEC File No. 1-4300).

-- Deed of Guaranty and Indemnity, dat

by Registrant in favor of BP Explor
Limited (incorporated by reference
Report on Form 8-K, dated January 1
1-4300).

Statement of Computation of Ratios
Charges and Combined Fixed Charges
Dividends

Subsidiaries of Registrant

Consent of Ernst & Young LLP

Consent of Ryder Scott Company L.P.

Power of Attorney (included as a pa
to this report)

Certification of Chief Executive Of
Officer

Amended and Restated Gas Purchase A

1988, between Registrant
by reference to Exhibit

on Form 10-K for year

0. 1-4300).

ock Grant Agreement,

ant and G. Steven Farris
it 10.10 to Registrant's

he quarter ended June 30,

greement, effective July

d MW Petroleum

rs Energy Marketing, LLC,
to Exhibit 10.1 to

8-K, dated June 18,

ed January 11, 2003, made
ation Operating Company
to Registrant's Current

3, 2003, SEC File No.

of Earnings to Fixed
and Preferred Stock

, Petroleum Consultants
rt of the signature pages

ficer and Chief Financial

Registrant's consolidated assets have been oraitigavill be provided to the Commission upon request

(b) Reports on Form 8-K

There were no current reports on Form 8-K fileddmache during the fiscal quarter ended DecembeG02.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

APACHE CORPORATION

/sl G STEVEN FARRI S

G Steven Farris
Presi dent, Chief Executive Oficer and
Chi ef Operating O ficer

Dated: March 21, 2003

POWER OF ATTORNEY

The officers and directors of Apache Corporatiohpse signatures appear below, hereby constitutegmaint G. Steven Farris, Roger B.
Plank, P. Anthony Lannie and Eric L. Harry eaclhafm (with full power to each of them to act algribg true and lawful attorney-in-fact to
sign and execute, on behalf of the undersignedaamndment(s) to this report and each of the uigierd does hereby ratify and confirm all
that said attorneys shall do or cause to be donartue thereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdaticated.

NAME TITLE DATE
/sl G. STEVEN FARRIS Director, President, Chief ~ March 21, 20 03
--- Executive Officer and Chief
G. Steven Farris Operating Officer (Principal
Executive Officer)
/sl ROGER B. PLANK Executive Vice Presidentand March 21, 20 03
---  Chief Financial Officer
Roger B. Plank (Principal Financial Officer)
/sl THOMAS L. MITCHELL Vice President and Controller March 21, 20 03
--- (Principal Accounting
Thomas L. Mitchell Officer)
/sl RAYMOND PLANK Chairman of the Board March 21, 20 03

Raymond Plank

/s FREDERICK M. BOHEN Director March 21, 20 03

Frederick M. Bohen

/sl RANDOLPH M. FERLIC Director March 21, 20 03

Randolph M. Ferlic

/sl EUGENE C. FIEDOREK Director March 21, 20 03

Eugene C. Fiedorek

/sl A. D. FRAZIER, JR. Director March 21, 20 03

A. D. Frazier, Jr.



NAME

/s/ PATRICIA ALBJERG GRAHAM

Patricia Albjerg Graham

/s/ JOHN A. KOCUR

John A. Kocur

/s/ GEORGE D. LAWRENCE

George D. Lawrence

/sl F. H. MERELLI

F. H. Merelli

/sl RODMAN D. PATTON

Rodman D. Patton

/sl CHARLES J. PITMAN

Charles J. Pitman

/sl JAY A. PRECOURT

Jay A. Precourt

Director

Director

Director

Director

Director

Director

Director

DATE

March 21, 20

March 21, 20

March 21, 20

March 21, 20

March 21, 20

March 21, 20

March 21, 20

03

03

03

03

03

03

03



CERTIFICATIONS
I, Roger B. Plank, certify that:
1. | have reviewed this annual report on Form 16tKpache Corporation;

2. Based on my knowledge, this annual report doésantain any untrue statement of a material dacimit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this annual report;

3. Based on my knowledge, the financial statememd,other financial information included in thisnaial report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this annual report;

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Exchange Act Rules 13a-14 and 15d-14) for tigésteant and we have:

(a) designed such disclosure controls and procedarensure that material information relatingh® tegistrant, including its consolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this annual report is being prepared;

(b) evaluated the effectiveness of the registralidslosure controls and procedures as of a datens80 days prior to the filing date of this
annual report (the "Evaluation Date"); and

(c) presented in this annual report our conclusaiyaut the effectiveness of the disclosure contints procedures based on our evaluation as
of the Evaluation Date;

5. The registrant's other certifying officers artthive disclosed, based on our most recent evahjatighe registrant's auditors and the audit
committee of registrant's board of directors (aspas performing the equivalent function):

(a) all significant deficiencies in the design pecation of internal controls which could adversaffgct the registrant's ability to record,
process, summarize and report financial data awnd tantified for the registrant's auditors any enat weaknesses in internal controls; and

(b) any fraud, whether or not material, that inesmanagement or other employees who have a s@gmifiole in the registrant's internal
controls; and

6. The registrant's other certifying officers arfthive indicated in this annual report whether drthere were significant changes in internal
controls or in other factors that could signifidgreffect internal controls subsequent to the dditeur most recent evaluation, including any
corrective actions with regard to significant defitcies and material weaknesses.

/'s/ ROGER B. PLANK

Roger B. Pl ank
Executive Vice President and
Chi ef Financial Oficer

Date: March 14, 2003



CERTIFICATIONS
I, G. Steven Farris, certify that:
1. | have reviewed this annual report on Form 16tKpache Corporation;

2. Based on my knowledge, this annual report doésantain any untrue statement of a material dacimit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this annual report;

3. Based on my knowledge, the financial statememd,other financial information included in thisnaial report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this annual report;

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Exchange Act Rules 13a-14 and 15d-14) for tigésteant and we have:

(a) designed such disclosure controls and procedarensure that material information relatingh® tegistrant, including its consolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this annual report is being prepared;

(b) evaluated the effectiveness of the registralidslosure controls and procedures as of a datens80 days prior to the filing date of this
annual report (the "Evaluation Date"); and

(c) presented in this annual report our conclusaiyaut the effectiveness of the disclosure contints procedures based on our evaluation as
of the Evaluation Date;

5. The registrant's other certifying officers artthive disclosed, based on our most recent evahjatighe registrant's auditors and the audit
committee of registrant's board of directors (aspas performing the equivalent function):

(a) all significant deficiencies in the design pecation of internal controls which could adversaffgct the registrant's ability to record,
process, summarize and report financial data awnd tantified for the registrant's auditors any enat weaknesses in internal controls; and

(b) any fraud, whether or not material, that inesmanagement or other employees who have a s@gmifiole in the registrant's internal
controls; and

6. The registrant's other certifying officers arfthive indicated in this annual report whether drthere were significant changes in internal
controls or in other factors that could signifidgreffect internal controls subsequent to the dditeur most recent evaluation, including any
corrective actions with regard to significant defitcies and material weaknesses.

/sl G STEVEN FARRI S

G Steven Farris
Presi dent, Chief Executive Oficer and
Chi ef Operating O ficer

Date: March 14, 2003



REPORT OF MANAGEMENT

The financial statements and related financialrimfation of Apache Corporation and subsidiaries vpeepared by and are the responsibility
of management. The statements have been prepacedfiormity with accounting principles generallycapted in the United States and
include amounts that are based on management'sdigstites and judgments.

Management maintains and places reliance on sysiémternal control designed to provide reasonalskurance, weighing the costs with
benefits sought, that all transactions are propedprded in the Company's books and recordsptileties and procedures are adhered to
that assets are safeguarded. The systems of ihtermzols are supported by written policies andlglines, internal audits and the selection
and training of qualified personnel.

The consolidated financial statements of Apachg@mtion and subsidiaries have been audited binttependent auditors, Ernst & Young
LLP for 2002 and Arthur Andersen LLP for 2001 a@. Their audits included developing an overatlenstanding of the Company's
accounting systems, procedures and internal cerdirad conducting tests and other auditing procedsufficient to support their opinion on
the fairness of the consolidated financial statesen

The Apache Corporation Board of Directors exercitgegversight responsibility for the financial ®ments through its Audit Committee,
composed solely of outside directors who are noec employees of Apache or who have not beenayepk of Apache within the past ten
years. The Audit Committee meets periodically witanagement, internal auditors and the independetittoas to ensure that they ¢
successfully completing designated responsibilifiés internal auditors and independent auditove lngpen access to the Audit Committe
discuss auditing and financial reporting issues.

G. Steven Farris President, Chief Executive Offamedl Chief Operating Officer
Roger B. Plank Executive Vice President and Chieéircial Officer

Thomas L. Mitchell Vice President and Controller

(Chief Accounting Officer)

Houston, Texas
March 14, 2003
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REPORT OF INDEPENDENT AUDITORS
To the Shareholders of Apache Corporation:

We have audited the accompanying consolidated balsineet of Apache Corporation (a Delaware corjpoeand subsidiaries as of
December 31, 2002 and the related consolidateenstatts of operations, shareholders' equity, an fbass for the year then ended. These
financial statements are the responsibility of@menpany's management. Our responsibility is to&sgan opinion on these financial
statements based on our audit. The financial setésrof Apache Corporation as of December 31, 280d for each of the two years in the
period then ended, were audited by other audittis ave ceased operations and whose report datedhNIa, 2002 expressed an
unqualified opinion on those financial statemergfle the adjustments described in Note

1. Their report, however, had an explanatory paagindicating that the Company, as described ite Ndo the consolidated financial
statements, changed its method of accounting tafecoil inventories effective January 1, 2000, asdliscussed in Notes 1 and 4 to the
consolidated financial statements changed its ndetfi@ccounting for derivative instruments effeetdanuary 1, 2001.

We conducted our audit in accordance with audistagndards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarsteements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgg the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenézpects, the financial position of Apache
Corporation and subsidiaries as of December 312 20@d the results of their operations and thein diasvs for the year then ended in
conformity with accounting principles generally apted in the United States.

As discussed above, the financial statements otlg@&orporation as of December 31, 2001, and fcn eathe two years in the period then
ended, were audited by other auditors who haveedeagerations. As described in Note 1, these fiahstatements have been revised to
reflect third party gathering and transportatiosts@s an operating cost instead of a reducticeveinues as previously reported. We audited
the adjustments described in Note 1 that were egpdi revise the 2001 and 2000 consolidated stateofi@perations. As described in Noti

in 2002 the Company's Board of Directors approvédeapercent stock dividend, and all referencesumber of shares and per share
information in the financial statements have begjunsied to reflect the stock dividend on a retrivadbasis. We audited the adjustments that
were applied to restate the number of shares anshaee information reflected in the 2002 finansiattements. Our procedures included (a)
agreeing the authorization for the five percentlsiividend to the Company's underlying recordsimtetd from management, and (b) testing
the mathematical accuracy of the restated numbshares, basic and diluted earnings per shareurlognion, such adjustments are
appropriate and have been properly applied. Howewemere not engaged to audit, review, or apply@ocedures to the 2001 and 2000
financial statements of Apache Corporation othantith respect to such adjustments and, accordimgd do not express an opinion or any
other form of assurance on the 2001 and 2000 finhstatements taken as a whole.

ERNST & YOUNG LLP

Houston, Texas
March 14, 2003



REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To the Shareholders of Apache Corporation:

We have audited the accompanying consolidated balsineet of Apache Corporation (a Delaware corjporaand subsidiaries as of
December 31, 2001 and 2000, and the related cdasedl statements of operations, shareholdersyequitl cash flows for each of the three
years in the period ended December 31, 2001. Tiremecial statements are the responsibility of @rmnpany's management. C
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with audigtagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgghe amounts and disclosures in the finarstatements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenézpects, the financial position of Apache
Corporation and subsidiaries as of December 311 20@ 2000, and the results of their operationstlagid cash flows for each of the three
years in the period ended December 31, 2001 inocariy with accounting principles generally accebte the United State

As discussed in Note 1 to the consolidated findrst&ements, effective January 1, 2000, the Comphanged its method of accounting for
crude oil inventories. In addition, as discusselates 1 and 4 to the consolidated financial states) effective January 1, 2001, the
Company changed its method of accounting for déviganstruments.

ARTHUR ANDERSEN LLP

Houston, Texas
March 12, 2002

THIS IS A COPY OF AN ACCOUNTANTS' REPORT PREVIOUSUSSUED BY ARTHUR ANDERSEN LLP, AND HAS NOT BEEN
REISSUED BY ARTHUR ANDERSEN. SEE ITEM 9 OF THIS FORLO-K FOR FURTHER INFORMATION.

F-3



APACHE CORPORATION AND SUBSIDIARIES
STATEMENT OF CONSOLIDATED OPERATIONS

FOR THE YEAR ENDED DECEMBER 31,

2002 2001 2000
(IN THOUSANDS, EXCEPT PER COMMON SHARE DATA)
REVENUES:
Oil and gas production revenues................ $2,559,748 $2,822,959 $2,308,833
Other revenues (I0SSES).........cocvuveeeennnee 125 (13,568) (6,855)

2,559,873 2,809,391 2,301,978

OPERATING EXPENSES:

Depreciation, depletion and amortization....... 843,879 820,831 583,546
International impairments. 19,600 65,000 --
Lease operating COStS.............ccceuvnnnns 462,124 404,814 253,709
Gathering and transportation costs... 38,567 34,584 19,616
Severance and other taxes............ccccee.... 63,088 69,827 59,173
General and administrative.................... 104,588 88,710 75,615
Financing costs:
Interest exXpense.........cccccvvvveeeeennnn. 155,667 178,915 168,121
Amortization of deferred loan costs......... 1,859 2,460 2,726
Capitalized interest............cccceeenee (40,691) (56,749) (62,000)
Interest income...........oeeeevvvnnnnns (4,002) (5,864) (2,209)
1,644,679 1,602,528 1,098,297
PREFERRED INTERESTS OF SUBSIDIARIES.............. 16,224 7,609 -
INCOME BEFORE INCOME TAXES........ccccoeeeiennne 898,970 1,199,254 1,203,681
Provision for income taxes.............c.c.... 344,641 475,855 483,086
INCOME BEFORE CHANGE IN ACCOUNTING PRINCIPLE..... 554,329 723,399 720,595
Cumulative effect of change in accounting
principle, net of income tax................ - - (7,539)
NET INCOME.......cccoeiiiiiiiiiiniieiiiees 554,329 723,399 713,056
Preferred stock dividends 10,815 19,601 19,988
INCOME ATTRIBUTABLE TO COMMON STOCK.............. $ 543,514 $ 703,798 $ 693,068
BASIC NET INCOME PER COMMON SHARE:
Before change in accounting principle.......... $ 3.66 $ 4.89 $ 514
Cumulative effect of change in accounting
PriNCIple....ccooeiieiiiiiieees - -- (.05)

$ 3.66 $ 4.89 $ 5.09

DILUTED NET INCOME PER COMMON SHARE:

Before change in accounting principle.......... $ 3.60 $ 473 $ 4.96
Cumulative effect of change in accounting
PriNCIple....ccoeeiieiiiiiiees - -- (.05)

$ 3.60 $ 473 $ 491

The accompanying notes to consolidated financééstents are an integral part of this statement.
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APACHE CORPORATION AND SUBSIDIARIES

STATEMENT OF CONSOLIDATED CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31,

2002 2001 2000

(IN THOUSANDS)
CASH FLOWS FROM OPERATING ACTIVITIES:

NEetinCOME....coovvieiiisi e, $ 554,329 $ 723,399 $ 713,056
Adjustments to reconcile net income to net cash p rovided
by operating activities:
Depreciation, depletion and amortization....... ... 843,879 820,831 583,546
Provision for deferred income taxes............ . ... 137,672 305,214 350,703
Amortization of deferred loan costs............ . ... 1,859 2,460 2,726
International impairments........ccccccoeeeeee. 19,600 65,000 -
Amortization of inherited derivatives......... ... (23,693) (70,028) -
Cumulative effect of change in accounting princ iple, net
of iIncome taX....covcvvvveviciiecniceees -- -- 7,539
Other..ciiiiiiiee e 9,531 10,469 9,719
Changes in operating assets and liabilities, net of
effects of acquisitions:
(Increase) decrease in receivables.............. .. (122,830) 199,160  (253,721)
(Increase) decrease in advances to oil and gas ventures
and other......cccoooviiiiiiiiiieiceeeee (26,116)  (14,474) (6,167)
(Increase) decrease in product inventory....... .. 717 (3,005) 722
(Increase) decrease in deferred charges and oth ef....... 496 (922) 5,967
Increase (decrease) in payables.......c......... .. 32,219  (143,969) 111,841
Increase (decrease) in accrued expenses........ e (16,595) 10,065 33,263
Increase (decrease) in advances from gas purcha sers..... (14,574) (13,079) (27,850)
Increase (decrease) in deferred credits and non current
liabilities. ..o (15,776) 13,879 (13,976)
NET CASH PROVIDED BY OPERATING ACTIVITIES. ... 1,380,718 1,905,000 1,517,368
CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to property and equipment............. ... (1,037,368) (1,528,984) (955,576)
Acquisition of Louisiana properties.......c...... ... (258,885) -- --
Acquisition of Fletcher subsidiaries, net of cash
F= (o0 011 =T O -~ (465,018) -
Acquisition of Repsol properties, net of cash acq uired.... - (446,933) (118,678)
Acquisition of Phillips properties.......ccco..... ... -- -~ (490,250)
Acquisition of Occidental properties.............. ... (11,000) (11,000) (321,206)
Acquisition of Collins & Ware properties......... ... - - (320,682)
Proceeds from sales of oil and gas properties, ne | FHUPT 7,043 348,296 26,271
Proceeds from (purchase of ) short-term investmen ts,
NEL i 101,723  (103,863) -
Other, Net....cocovviiiiiiiieieeeeee (37,520) (76,835) (36,875)
NET CASH USED IN INVESTING ACTIVITIES..... ... (1,236,007) (2,284,337) (2,216,996)
CASH FLOWS FROM FINANCING ACTIVITIES:
Long-term borrowings........cocoveveeevicees 1,467,929 2,759,740 1,125,981
Payments on long-term debt................c...... . . (1,553,471) (2,733,641) (793,531)
Dividends paid.......cccccovevvvimnieiceeneee (68,879)  (54,492) (52,945)
Preferred stock activity, net.......cccccoceeee.. L -- (2,613)

......... 30,708 10,205 465,306
......... 1,991  (42,959)  (17,730)

Common stock activity, net
Treasury stock activity, net

Cost of debt and equity transactions............. .. (6,728) (1,718) (838)
Proceeds from preferred interests of subsidiaries , het of
ISSUANCE COSES..coveiiiiiiiiiiiiiee e - 440,654 -

NET CASH PROVIDED BY (USED IN) FINANCING

ACTIVITIES. ... (128,450) 377,789 723,630
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT S........ 16,261 (1,548) 24,002
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR.....  ......... 35,625 37,173 13,171
CASH AND CASH EQUIVALENTS AT END OF YEAR.......... . ... $ 51,886 $ 35625 $ 37,173

The accompanying notes to consolidated financééstents are an integral part of this statement.
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APACHE CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

ASSETS
CURRENT ASSETS:
Cash and cash equivalents..............c.c.......
Receivables............cccccoeviiiiiiiniinnnn,
Inventories.......

Drilling advances...............
Prepaid assets and other...
Short-term investments..........cccccoeeveeenn.

PROPERTY AND EQUIPMENT:
Oil and gas, on the basis of full cost accounting
Proved properties...........ccccvvveveneennnns
Unproved properties and properties under develo
not being amortized............ccocceeeeene
Gas gathering, transmission and processing facili

Less: Accumulated depreciation, depletion and
amortization.............ccceeeeeniiinennen.

OTHER ASSETS:
Goodwill, Net.........ccoveiiiiiiiiine,
Deferred charges and other......................

LIABILITIES AND SHAREHOLDE
CURRENT LIABILITIES:

Accounts payable..........ccccccveveniennnnnn.
Accrued operating eXpense............ccceeeeenee
Accrued exploration and development..............
Accrued compensation and benefits................
Accrued interest..........ccecevevrciveeennnns
Accrued income taxes.

LONG-TERM DEBT........cocoiiiiiiiiiiiiinecis

DEFERRED CREDITS AND OTHER NONCURRENT LIABILITIES:

INCOME taXES....ovvvieiiiieieeiiiiiiiiiiis
Advances from gas purchasers.....................
Oil and gas derivative instruments

PREFERRED INTERESTS OF SUBSIDIARIES................

COMMITMENTS AND CONTINGENCIES (Note 11)
SHAREHOLDERS' EQUITY:
Preferred stock, no par value, 5,000,000 shares

authorized --
Series B, 5.68% Cumulative Preferred Stock, 100
shares issued and outstanding.................
Series C, 6.5% Conversion Preferred Stock, 138,
shares issued and outstanding for 2001........

Common stock, $1.25 par, 215,000,000 shares autho

155,464,540 and 148,230,383 shares issued,
respectively......cccccvveeeeiiiieieeieninn,
Paid-in capital
Retained earnings
Treasury stock, at cost, 4,211,328 and 4,272,045
respectively......cccccvveeeeieiieieeieninnn,
Accumulated other comprehensive loss.............

DECEMBER 31,

(IN THOUSANDS)

......... $ 51,886 $ 35,625

......... 527,687 404,793

109,204 102,536

45,298 26,438

32,706 25,407
-- 102,950

. 12,827,459 11,390,692

......... 656,272 839,921
ties..... 784,271 748,675
......... 194,685 168,915

......... 189,252 188,812
......... 38,233 34,023

$ 9,459,851 $ 8,933,656

RS' EQUITY

......... $ 214,288 $ 179,778
......... 47,382 50,584
......... 146,871 175,943
32,680 30,947
30,880 28,592
44,256 40,030
15,878 16,584

......... 1,120,609 991,723
125,453 140,027

,000

......... 98,387 98,387
482

......... - 208,207
rized,

......... 194,331 185,288
3,427,450 2,803,825
1,427,607 1,336,478

shares,
......... (110,559) (111,885)
......... (112,936) (101,817)



$9,459,851 $ 8,933,656

The accompanying notes to consolidated financééstents are an integral part of this statement.
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APACHE CORPORATION AND SUBSIDIARIES

STATEMENT OF CONSOLIDATED SHAREHOLDERS' EQUITY

SERIESB SERIESC

COMPREHENSIVE PREFERRED PREFERRED COMMON PAID-IN
INCOME STOCK STOCK  STOCK  CAPITAL
(IN THOUSANDS)
BALANCE AT DECEMBER 31, 1999....... $98,387 $210,490 $168,057 $1,694,474 $
Comprehensive income (loss):
Net income... $713,056 - - - -
Currency translation

adjustments.................. (31,389) - - - -
Marketable securities.......... (397) - - - -

$681,270

Cash dividends:

Preferred.........ccccvveennns - - - -
Common ($.18 per share)........ - - - -
Preferred stock repurchased...... - (2,283) - -
Common shares issued............. - - 14579 453,771
Treasury shares purchased, net... - - - 428
BALANCE AT DECEMBER 31, 2000....... 98,387 208,207 182,636 2,148,673
Comprehensive income (loss):
Netincome............cccuuees $723,399 - - - -
Currency translation
adjustments.................. (74,028) - - - -
Commodity hedges.... . 12,136 - - - -
Marketable securities. 307 - - - -
Comprehensive income.. $661,814

Cash dividends:
Preferred........ccccceeennns - - - -
Common ($.33 per share)........ - - - -
Ten percent common stock

dividend.............ccoo..... - - -- 544,848
Common shares issued............. -- - 2,652 109,086
Treasury shares purchased, net... -- - - 1,218

BALANCE AT DECEMBER 31, 2001....... 98,387 208,207 185,288 2,803,825

Comprehensive income (loss):

Net income... $554,329 - - - -

Currency translation

adjustments.................. 5,328 -- - - --

Commodity hedges............... (16,322) - - - -
Marketable securities....

Cash dividends:

Preferred.......ccccocvvennnes - - - -
Common ($.38 per share)........ - - - -
Five percent common stock
dividend..........cccvvvvnnee -- - - 395,820
Common shares issued............. -- - 1,240 26,044
Conversion of Series C Preferred
- (208,207) 7,803 200,404

- - - 666
- - - 691
BALANCE AT DECEMBER 31, 2002....... $98,387 $ -~ $194,331 $3,427,450 $
ACCUMULATED
OTHER
COMPREHENSIVE TOTAL
INCOME SHAREHOLDERS'
(LOSS) EQUITY
(IN THO USANDS)
BALANCE AT DECEMBER 31, 1999....... $ (8,446) $2,669,427
Comprehensive income (loss):
Net income.........ccccvvvvee. - 713,056
Currency translation
adjustments.................. (31,389) (31,389)
Marketable securities.......... (397) (397)
Comprehensive income.............
Cash dividends:
Preferred.........ccceeennns -- (19,658)
Common ($.18 per share)........ - (25,258)
Preferred stock repurchased...... - (2,613)

Common shares issued............. - 468,350

RETAINED TREASURY
EARNINGS  STOCK

558,721 $ (52,256)

713,056 -

(19,658) -
(25,258) -
(330) -

- (17:-306)

1,226,531  (69,562)

723,399 -

(19,601) -
(48,980) -

(544,871) -

- (42323)

1,336,478 (111,885)

554,329 -

(10,815) -
(56,565) -

(395,820) -

1,427,607 $(110,559)




Treasury shares purchased, net... - (16,878)

BALANCE AT DECEMBER 31, 2000....... (40,232) 3,754,640
Comprehensive income (loss):
Net income..........cccuveveee. - 723,399
Currency translation
adjustments.................. (74,028) (74,028)
Commodity hedges............... 12,136 12,136
Marketable securities.......... 307 307

Comprehensive income.............
Cash dividends:

Preferred.........ccceeennns -- (19,601)
Common ($.33 per share)........ - (48,980)
Ten percent common stock
dividend..........ccccooeenee - (23)
Common shares issued............. - 111,738
Treasury shares purchased, net... - (41,105)
BALANCE AT DECEMBER 31, 2001....... (101,817) 4,418,483
Comprehensive income (loss):
Net income..........cccuvveee. - 554,329
Currency translation
adjustments.................. 5,328 5,328
Commodity hedges............... (16,322) (16,322)
Marketable securities. (125) (125)
Comprehensive income.............
Cash dividends:
Preferred........cccooveeenns - (10,815)
Common ($.38 per share)........ - (56,565)
Five percent common stock
dividend - -
- 27,284
- 1,992
691
BALANCE AT DECEMBER 31, 2002....... $(112,936) $4,924,280

The accompanying notes to consolidated financééstents are an integral part of this statement.

F-7



APACHE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operation-- Apache Corporation (Apache or the Company) i;ydependent energy company that explores for,ldpseand
produces natural gas, crude oil and natural gaglég The Company's North American exploration pratiuction activities are divided into
two U.S. operating regions (Central and Gulf Coast) a Canadian region. Approximately 78 percemh@Company's proved reserves are
located in North America. Internationally, Apachestexploration and production interests in Egyfishore Western Australia and in
Argentina, a development project underway offstidre People's Republic of China (China) that is etgzeto commence production in 2003
and exploration interests in Poland.

The Company's future financial condition and ressaftoperations will depend upon prices receivedt$ooil and natural gas production and
the costs of finding, acquiring, developing anddureing reserves. A substantial portion of the Camyfsaproduction is sold under market-
sensitive contracts. Prices for oil and naturalaassubject to fluctuations in response to chairgeapply, market uncertainty and a variety
of other factors beyond the Company's control. €Hastors include worldwide political instabilitggpecially in the Middle East), the foreign
supply of oil and natural gas, the price of foreignports, the level of consumer demand, and thee@ind availability of alternative fuels.

Stock Dividends -- On September 13, 2001, the CaryipdBoard of Directors declared a 10 percent sttizcikiend payable on January 21,
2002 to shareholders of record on December 31,.2804 result, the Company reclassified approxiigais45 million from retained
earnings to common stock and paid-in capital, winggresents the fair market value at the date dadation of the shares distributed. No
fractional shares were issued and cash paymeaisp$891,000 were made in lieu of fractional sisar

On December 18, 2002, the Company's Board of Qirecteclared a five percent stock dividend payahl@pril 2, 2003 to shareholders of
record on March 12, 2003. As a result, in Decen20@2, the Company reclassified approximately $38%om from retained earnings to
common stock and paid-in capital, which repres#redair market value at the date of declaratiothefshares distributed. No fractional
shares will be issued and cash payments will beenmatieu of fractional shares.

All share and per share information in these fiflratatements and notes thereto have been restateflect both the 10 percent and five
percent stock dividends.

Principles of Consolidation -- The accompanyingsmitated financial statements include the accoohfspache and its subsidiaries after
elimination of intercompany balances and transastidhe Company's interests in oil and gas exptorand production ventures and
partnerships are proportionately consolidated.

Cash Equivalents Fhe Company considers all highly liquid debt instents purchased with an original maturity of thmeanths or less to |
cash equivalents. These investments are carrieosatwhich approximates fair value.

Allowance for Doubtful Accounts -- The Company lioety assesses the recoverability of all materade and other receivables to determine
their collectibility. Many of Apache's receivablase from joint interest owners on properties ofahhthe Company is the operator. Thus,
Apache may have the ability to withhold future newe disbursements to recover any non-payment f jjaierest billings. Generally, the
Company's crude oil and natural gas receivabletypreally collected within two months. In Egyppwever, the Company has experienced a
gradual decline in the timeliness of receipts fitbi@ Egyptian General Petroleum Corporation (EGP@jeriorating economic conditions
during 2001 and 2002 in Egypt have lessened thigahilidy of U.S. dollars, resulting in an additiahone to two month delay in receipts from
EGPC. Continuation of the hard currency shortagegypt could lead to further delays, deferrals ajmpent or non-payment in the future.
The Company accrues a reserve on a receivable Wwhsad on the judgment of management, it is prethialt a receivable will not be
collected and the amount of any reserve may be
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APACHE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

reasonably estimated. As of December 31, 2002 @6d,2he Company had an allowance for doubtful actof $31 million and $24
million, respectively.

Marketable Securities -- The Company accountsrfeestments in debt and equity securities in acemelavith Statement of Financial
Accounting Standards (SFAS) No. 115, "AccountingGertain Investments in Debt and Equity Securitigszestments in debt securities
classified as "held to maturity" are recorded abdired cost. Investments in debt and equity séearclassified as "available for sale" are
recorded at fair value with unrealized gains ars$és recognized in other comprehensive incomeafiietome taxes. The Company utilizes
the average-cost method in computing realized gaidslosses, which are included in other revenuéise consolidated statements of
operations.

Inventories -- Inventories consist principally abtilar goods and production equipment, statededitiver of weighted-average cost or
market, and oil produced but not sold, statedatdtver of cost (a combination of production c@std depreciation, depletion and
amortization (DD&A) expense) or market.

Property and Equipment -- The Company uses thec@dt method of accounting for its investment inaoid gas properties. Under this
method, the Company capitalizes all acquisitiopl@ation and development costs incurred for thgpse of finding oil and gas reserves,
including salaries, benefits and other internatsdgectly attributable to these activities. Exsilie of fieldievel costs, Apache capitalized ¢
million, $20 million and $23 million of these intel costs in 2002, 2001 and 2000, respectivelytCassociated with production and general
corporate activities, however, are expensed ip#r®d incurred. Interest costs related to unprqwegherties and properties under
development are also capitalized to oil and gapgmtes. Unless a significant portion of the Compaproved reserve quantities in a
particular country are sold (greater than 25 pdjcenoceeds from the sale of oil and gas propegie accounted for as a reduction to
capitalized costs, and gains and losses are nogmnéed.

Apache computes the DD&A of oil and gas propenies quarterly basis using the unit-of-producticetimod based upon production and
estimates of proved reserve quantities. Unprovegepties are excluded from the amortizable baséew#luated. Future development costs
and dismantlement, restoration and abandonmenrd,auest of estimated salvage values, are added tartfortizable base. These future costs
are generally estimated by engineers employed achg. Beginning in 2003, Apache changed its metifi@dcounting for dismantlement,
restoration and abandonment costs as describedts2

Apache limits, on a country-by-country basis, thpitalized costs of proved oil and gas properties of accumulated DD&A and deferred
income taxes, to the estimated future net cashsfio@m proved oil and gas reserves discounted aet€ent, net of related tax effects, plus
the lower of cost or fair value of unproved proferincluded in the costs being amortized. If @jziéd costs exceed this limit, the excess is
charged to additional DD&A expense. Included inglsémated future net cash flows are Canadian peiaditax credits expected to be
realized beyond the date at which the legislatimdler its provisions, could be repealed. To dae Qanadian provincial governments have
not indicated an intention to repeal this legisiati

Given the volatility of oil and gas prices, it sasonably possible that the Company's estimatescodanhted future net cash flows from proved
oil and gas reserves could change in the near téoih.and gas prices decline significantly, eveanly for a short period of time, it is
possible that write-downs of oil and gas propettiasld occur.

While Apache agrees that costs on its balance sheetid be written down if they exceed the valuésofeserves, the valuation methodology
currently prescribed is, in the Company's opinftawed. For purposes of the test, except whereethes longerm contracts, the price usec
calculate the present value of reserves is thaé pni effect on the last day of the quarter. Thia highly volatile price and one that often has
little to do with long-term value. The Company lpaénted this out in discussions with the Securitied Exchange Commission (SEC) and
will continue to work to resolve this importantgs
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APACHE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

Significant unproved properties are periodicallgessed for possible impairments or reductions lmevaf a reduction in value has occurred,
the impairment is transferred to proved propertizgproved properties that are individually insigrait are generally amortized over an
average holding period. For international operaiahere a reserve base has not yet been establibbethpairment is charged to earnings.
During 2002, the Company recorded approximately #0on ($12 million after tax) in impairments ahproved property costs in Poland.
The Company will continue to evaluate its operationPoland, which may result in additional impants in 2003. During 2001, the
Company recorded a $65 million ($41 million af@x)timpairment of unproved property costs in Chand Poland.

Buildings, equipment and gas gathering, transmisaitd processing facilities are depreciated omaégsit-line basis over the estimated useful
lives of the assets, which range from three to@dry. Accumulated depreciation for these asseatletb$240 million and $182 million at
December 31, 2002 and 2001, respectively.

Gooduwill -- The Company adopted SFAS No. 142 "Goitldvnd Other Intangible Assets" effective Januarp002. SFAS No. 142 addresses
financial accounting and reporting for acquired dwitl and other intangible assets and supersedesuxting Principles Board (APB)
Opinion No. 17 "Intangible Assets." As a resultias pronouncement, goodwill is no longer subjecamortization. Rather, goodwill is
subject to at least an annual assessment for impatrby applying a fair-value-based test. Goodigtthled $189 million at December 31,
2002, representing the excess of the purchase gvimethe estimated fair value of the assets aeduind liabilities assumed in the Fletcher
Challenge Energy (Fletcher) and Repsol YPF (Resmjyisitions, adjusted for currency fluctuatiohpache has recognized no impairment
of goodwill as of December 31, 2002. Had the pples of SFAS No. 142 been applied to prior yeansdgvill amortization of $7 million ($4
million after tax) expensed during 2001 would navé& been incurred. Income attributable to commocksfor the comparative period,
adjusted to exclude the effect of goodwill amottima, would have increased diluted earnings pereshg $.03.

Accounts Payable -- Included in accounts payabl®tt December 31, 2002 and 2001, are liabilitfespproximately $37 million
representing the amount by which checks issuedhdiupresented to the Company's banks for collecégceeded balances in applicable
bank accounts.

Revenue Recognition -- Apache uses the sales meftexxtounting for natural gas revenues. Underrttéthod, revenues are recognized
based on actual volumes of gas sold to purchabkesvolumes of gas sold may differ from the volurtees/hich Apache is entitled based on
its interests in the properties. These differermreate imbalances that are recognized as a liabitity when the estimated remaining reserves
will not be sufficient to enable the underproducgdher to recoup its entitled share through proauctin both years ended December 31,
2002 and 2001, the Company recorded liabilitie$4million for gas imbalances, which are refledredther non-current liabilities. No
receivables are recorded for those wells where A@paas taken less than its share of productionir@aalances are reflected as adjustments
to proved gas reserves and future cash flows imtiagidited supplemental oil and gas disclosurefusaients for gas imbalances totaled less
than one percent of Apache's proved gas reseni@scatmber 31, 2002, 2001 and 2000.

The Company's Egyptian operations are conductesbipat to production sharing contracts under whattractor partners pay all operating
and capital costs for exploring and developingdbecessions. A percentage of the production, usualto 40 percent, is available to the
contractor partners to recover all operating amitabcosts. The balance of the production is sptibng the contractor partners and EGPC on
a contractually defined basis.

Derivative Instruments and Hedging Activities --aghe periodically enters into commodity derivatbeatracts to manage its exposure to oil
and gas price volatility. Commodity derivative aaats, which are usually placed with major finahuiatitutions that the Company believes
are minimal credit risks, may take the form of fesicontracts, swaps or options. The oil and gasemrce prices upon which these
commodity
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derivative contracts are based, reflect variouketandices that have a high degree of historioatatation with actual prices received by the
Company for its oil and gas production.

Effective January 1, 2001, Apache adopted SFAS1N88, "Accounting for Derivative Instruments and igied) Activities,” as amended.
SFAS No. 133, as amended, establishes accountthgeporting standards requiring that all derivatn&ruments be recorded in the balance
sheet as either an asset or liability measurediavélue (which is generally based on informatidmtained from independent parties) and
requires that changes in fair value be recognizerkotly in earnings unless specific hedge accagrttiteria are met. Hedge accounting
treatment allows unrealized gains and losses dnftas hedges to be deferred in other compreherisis@me. Realized gains and losses
from the Company's cash flow hedges, including eaited contracts, are generally recognized inradl gas production revenues when the
forecasted transaction occurs. If at any time ittedihood of occurrence of a hedged forecastedstaation ceases to be "probable,"” hedge
accounting under SFAS No. 133 will cease on a mosge basis and all future changes in the faineaf the derivative will be recognized
directly in earnings. Amounts recorded in other poshensive income prior to the change in the lilaed of occurrence of the forecasted
transaction will remain in other comprehensive meauntil such time the forecasted transaction irtgp@arnings. If it becomes probable that
the original forecasted production will not occilen the derivative gain or loss would be recléssifrom accumulated other comprehensive
income into earnings immediately. Hedge effectiwsne measured at least quarterly based on thé/eetdhanges in fair value between the
derivative contract and the hedged item over timgany ineffectiveness is immediately reportedthreorevenue (losses) in the statement of
consolidated operations.

Upon adoption, Apache formally documented and dedag all hedging relationships and verified ttehedging instruments were effective
in offsetting changes in actual prices receivednegyCompany. Prior to the adoption of SFAS No. E3Bamended, derivative instruments
were not reflected as derivative assets and ltedsland, therefore, had no carrying value. Derreainstruments documented and treated as
normal purchases or sales will continue to be mwiand recognized in income using accrual acooginti

Income Taxes -- Oil and gas exploration and pradnds a global business. As a result, Apache ligesit to taxation on our income in
numerous jurisdictions. The Company records dedaiar assets and liabilities to account for theeegd future tax consequences of events
that have been recognized in its financial stateasand tax returns. Apache routinely assessestiigability of its deferred tax assets. If the
Company concludes that it is more likely than haitt some portion or all of the deferred tax ass@tsot be realized under accounting
standards, the tax asset would be reduced by atiaitallowance. The Company considers future tiaiamzome in making such
assessments. Numerous judgments and assumptiomhiarent in the determination of future taxableoime, including factors such as future
operating conditions (particularly as related tevailing oil and gas prices).

Earnings from Apache's international operationgp@renanently reinvested; therefore, the Companyg doerecognize deferred taxes on the
unremitted earnings of its international subsidiarif it becomes apparent that some or all otitiremitted earnings will be remitted, the
Company would then reflect taxes on those earnings.

Foreign Currency Translation -- The U.S. dollacassidered the functional currency for each of Améginternational operations. In light of
the continuing transformation of the U.S. and Céraénergy markets into a single energy marketCinapany adopted the U.S. dollar as
the functional currency in Canada, effective Octdhe2002. Prior to this, the Canadian subsidiafigsctional currency was the Canadian
dollar. Translation adjustments resulting from #lating the Canadian subsidiaries' foreign currdimgncial statements into U.S. dollar
equivalents were reported separately and accundulatether comprehensive income. Some of the Cogip&anadian subsidiaries had
intercompany debt denominated in U.S. dollars.rRda@onversion, these transactions were long-itaumstments, and therefore, foreign
currency gains and losses were recognized in athraprehensive income. Transaction gains and l@sges
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recognized in other revenues (losses). Currenaglton adjustments held in other comprehensigenre on the balance sheet will remain
there indefinitely unless there is a substantiedlgnplete liquidation of the Company's Canadian afpens.

Net Income Per Common She¢- Basic net income per common share is computediiging income attributable to common stock bg th
weighted-average number of common shares outstguadiring the period. Diluted net income per comrabare reflects the potential
dilution that could occur if the Company's dilutivetstanding stock options were exercised usingteeage common stock price for the
period and if the Company's 6.5% Automatically Centible Equity Securities, Conversion PreferredcBi&eries C (Series C Preferred
Stock) was converted to common stock using the exaion rate in effect during the period. The Se@eRreferred Stock converted to Apa
common stock on May 15, 2002. These potentiallytidié securities are excluded from the computabibdilutive earnings per share when
their effect is antidilutive. Contingently issualsleares under the 2000 Share Appreciation PlarréS@preciation Plan) will be excluded
from the calculation of income per common shard the stated goals are met (see Note 9).

Stock-Based Compensation -- At December 31, 20@2Cbmpany had several stock-based employee coatfmmplans, which are defined
and described more fully in Note 9. The Companyaats for those plans under the recognition andsomeanent principles of APB Opinion
No. 25, "Accounting for Stock Issued to Employeesti related interpretations. Under this methoel Gbmpany records no compensa
expense for stock options granted when the exeptise of those options is equal to or greater tha@market price of the Company's
common stock on the date of grant, unless the anane subsequently modified. The following tabligstirates the effect on income
attributable to common stock and earnings per shi#ine Company had applied the fair value recagniprovisions of SFAS No. 123,
"Accounting for Stock-Based Compensation," as aredntb stockiased employee compensation for the Stock OptiansPthe Performan
Plan, and the Share Appreciation Plan.

FOR THE YEAR ENDED DECEMBER 31,

2002 2001 2000

(IN THOUSANDS)

Income attributable to Common Stock, as reported... ... $543,514 $703,798 $693,068
Add: Stock-based employee compensation expense incl uded in
reported net income, net of related tax effects.. ... 751
Deduct: Total stock-based employee compensation exp ense
determined under fair value based method for all awards
(see Note 9), net of related tax effects......... ... (20,494) (22,463) (13,212)
Pro forma Income Attributable to Common Stock...... ... $523,771 $681,335 $679,856
Net Income per Common Share:
Basic:
Asreported.......cooveviveciieeiieeeees $ 366 $ 489 $ 5.09
Proforma...cccoccevcencenceiceiceenee $ 352 $ 473 $ 4.99
Diluted:
As reported.....ccocveeviieiiieieeeees $ 360 $ 473 $ 491
Proforma.....ccccovviiiiciiiiiiiiiceee $ 345 $ 456 $ 4.83

The effects of applying SFAS No. 123, as amendethis pro forma disclosure should not be integaets being indicative of future effects.
SFAS No. 123, as amended, does not apply to avpaioisto 1995, and the extent and timing of addisibfuture awards cannot be predicted.

Use of Estimates -- The preparation of financiatesnents in conformity with accounting principlesngrally accepted in the U.S. requires
management to make estimates and assumptiondfiztthe reported amounts of assets and liakslgied related disclosure of contingent
assets and liabilities at the date
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of the financial statements and the reported ansoofitevenues and expenses during the reportingdoéertain accounting policies involve
judgments and uncertainties to such an extenthiea¢ is reasonable likelihood that materiallyeliéint amounts could have been repo

under different conditions, or if different assuiops had been used. Apache evaluates its estimateassumptions on a regular basis. The
Company bases its estimates on historical experiand various other assumptions that are believed teasonable under the circumstar

the results of which form the basis for making joggnts about carrying values of assets and liadslifnat are not readily apparent from other
sources. Actual results may differ from these estii® and assumptions used in preparation of ésial statements. Significant estimates
with regard to these financial statements incliedstimate of proved oil and gas reserve quastiel the related present value of estimated
future net cash flows therefrom (see Note 15).

Treasury Stock -- The Company follows the weightedrage-cost method of accounting for treasunkst@msactions.

Change in Accounting Principle -- In December 2a0@,staff of the Securities and Exchange Commis&EC) announced that commodity
inventories should be carried at cost, not markéies As a result, Apache changed its accountingriade oil inventories in the fourth qual
of 2000, retroactive to the beginning of the yaauq recognized a non-cash cumulative-effect ch@argarnings effective January 1, 2000 of
$8 million, net of income tax, to value crude oWéntory at cost.

Reclassifications -- To comply with the consengeched on Emerging Issues Task Force Issue 0AtOptinting for Shipping and
Handling Fees and Costs," third party gatheringtaarasportation costs have been reported as aatopgrost instead of a reduction of
revenues as previously reported. Reclassificatianve been made to reflect this change in prioiopestatements of consolidated operations.

2. NEW ACCOUNTING PRONOUNCEMENTS

In 2001, the Financial Accounting Standards Bo&AISB) issued SFAS No. 143, "Accounting for AssetilRenent Obligations." SFAS No.
143 addresses financial accounting and reportinglftigations associated with the retirement ofjtate long-lived assets and the associated
asset retirement costs. This statement requirepanies to record the present value of obligati@ms®eiated with the retirement of tangible
long-lived assets in the period in which it is imadl. The liability is capitalized as part of tledated long-lived asset's carrying amount. Over
time, accretion of the liability is recognized asaperating expense and the capitalized cost iredigted over the expected useful life of the
related asset. The Company's asset retiremeniatibing relate primarily to the plugging dismantlemeemoval, site reclamation and similar
activities of its oil and gas properties. Prioatioption of this statement, such obligations werzwed ratably over the productive lives of the
assets through its depreciation, depletion and gration for oil and gas properties without recogla separate liability for such amounts.

Effective January 1, 2003, the Company adopted SRASL43 which will result in an increase to nétarid gas properties of $410 million
and additional liabilities related to asset retiestnobligations of $369 million. These entrieseeflthe asset retirement obligation of Apache
had the provisions of SFAS No. 143 been appliedesinception. This will result in a non-cash cuntivieffect increase to earnings of $27
million ($41 million pretax).

In November 2002, the FASB issued Interpretation 450"Guarantor's Accounting and Disclosure Reauéets for Guarantees, Including
Indirect Guarantees of Indebtedness of Others$ Trterpretation elaborates on the disclosureg tmade by a guarantor in its interim and
annual financial statements about its obligatiomden certain guarantees that it has issued. Itcdésdies that a guarantor is required to
recognize, at the inception of a guarantee, aliipbor the fair value of the obligation undertakin issuing the guarantee. The initial
recognition and initial measurement provisionshié tnterpretation are applicable on a prospediags to guarantees issued or modified
December 31, 2002, irrespective of the guarantor's
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fiscal year-end. The Company adopted this pronaueoé upon the FASB's issuance and the implementhad no current impact on the
consolidated financial statements.

3. ACQUISITIONS AND DIVESTITURES
Acquisitions

On December 17, 2002, Apache announced the adqnisit certain South Louisiana properties compgs234,000 net acres (366 square
miles) with net proved reserves of approximately828illion barrels of oil equivalent (MMboe), 88mpent of which is natural gas, from a
private company. The acquisition includes 135 pooty wells, access to 849 square miles of 3-D deisovering the relatively contiguous
acreage position and ownership of the surface andral rights on most of the acreage, for approxatye259 million, subject to post-
closing adjustments. Apache also entered into aragpexploration joint venture with the seller védi®y the seller will actively generate
prospects on certain South Louisiana acreage tatiabcost of $25 million over a two-year perioB8e¢ Note 11.)

In 2002, the Company also completed other acqoistfor cash consideration totaling $95 millione$é acquisitions added approximately
19.5 MMboe to the Company's proved reserves.

In March 2001, Apache completed the acquisitioaudfstantially all of Repsol's oil and gas concessiterests in Egypt for approximately
$447 million in cash, subject to normal post clgsadjustments. The properties included interessewen Western Desert concessions and
had estimated proved reserves of 66 MMboe as ddi¢haisition date. The Company already held intsriesfive of the seven concessions.

In March 2001, Apache completed the acquisitioaulfsidiaries of Fletcher for approximately $465lioml in cash and 1.9 million restricted
shares of Apache common stock issued to Shell @asrdoldings (valued at $52.85 per share), sutjeobrmal post closing adjustments.
The transaction included properties located pritpami Canada's Western Sedimentary Basin. Estimateded reserves totaled 120.8 MMI
as of the acquisition date. Apache assumed aitiabfl $103 million representing the fair valuedsdrivative instruments and fixed-price
commodity contracts entered into by Fletcher.

The Fletcher and Repsol purchase prices were édidta the assets acquired and liabilities assurasdd upon their estimated fair values as
of the date of acquisition, as follows:

FLETCHER REPSOL

(IN THOUSANDS)

Value of properties acquired, including gathering a nd

transportation facilities..........ccccceeeeeeee. L $571,718 $299,933
GooAWill..oeeiiiiiiciieeee 107,200 90,000
Derivative instruments and fixed-price contracts... ... (103,486)
Common stock issued......cccoccveveveeeeeeeneens (100,325)
Working capital acquired, net.......ccccccoeeeeeee. L (2,846) 57,000
Notes assumed......cccoovvveveeviiiieeeeieees (5,356)
Deferred income tax liability.........cccccccccc... ... (1,887)
Cash paid, net of cash acquired..........ccccoce... L $ 465,018 $446,933

In August 2001, Apache completed the acquisitioproperties located in Texas, Oklahoma and New bewiith estimated proved reserves
of 9.2 MMboe as of the acquisition date for appmeedely $53 million in cash and the assumption ofede liabilities, representing the fair
value of derivative instruments of $9 million, sedij to normal post-closing adjustments.

In November 2001, Apache completed the acquisifoaill of Novus Bukha Limited's (Novus) oil and gamncession interests in Egypt for
approximately $66 million in cash. The acquisitinoluded estimated
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proved reserves of approximately 11.7 MMboe a$efdcquisition date. The properties included istisran three Western Desert
concessions, in which Apache previously held agratt.

In 2001, the Company also completed other acqoistfor cash consideration totaling $44 millione$é acquisitions added approximately
4.9 MMboe to the Company's proved reserves.

In January 2000, Apache completed the acquisitf@raducing properties in Western Oklahoma andTieas Panhandle, formerly ownec
a subsidiary of Repsol, for approximately $119 iavil] plus assumed liabilities of approximately $8illion. The properties were subject to
an existing volumetric production payment, whiclidans future production from the acquired propsrfighe $30 million assumed liability
represents the estimated operating costs assowiétethe volumetric production payment. The acgjiais included estimated proved
reserves of approximately 28.7 MMboe, which wasafiehe 8.4 MMboe production payment as of the &itjon date.

In June 2000, Apache completed the acquisitiommdlived producing properties in the Permian Basid South Texas from Collins &
Ware, Inc. (Collins & Ware) for approximately $3&illion. The acquisition included estimated provederves of approximately 83.7
MMboe as of the acquisition date. One-third of tbgerves were liquid hydrocarbons.

In August 2000, Apache completed the acquisitioa Bfelaware limited liability company (LLC) owneg bubsidiaries of Occidental
Petroleum Corporation (Occidental) and related nahyas production for approximately $321 millisiuding a discounted liability of $37
million, as of the acquisition date, representimg present value of future payments of approxirgaié#t million over four years. The
remaining discounted liability at December 31, 20@% $20 million. The Occidental properties arated in 32 fields on 93 blocks on the
Outer Continental Shelf of the Gulf of Mexico. Taequisition included estimated proved reserveppf@imately 53.1 MMboe as of the
acquisition date.

In December 2000, Apache completed the acquisitfd@anadian properties from Canadian affiliate®lillips Petroleum Company

(Phillips) for approximately $490 million. The adsjition included estimated proved reserves of agpmately 70.0 MMboe as of the
acquisition date. The properties comprise approtéip®12,000 net developed acres and 275,000 rmitvetoped acres, 786 square miles of
3-D seismic and 4,155 miles of 2-D seismic locateithe Zama area of Northwest Alberta. The asdstsiaclude three sour gas plants with a
total capacity of 150 million cubic feet per dayNidf/d), 13 compressor stations and 150 miles of edvand operated gas gathering lines.

In 2000, the Company also completed other acqaistfor cash consideration totaling $104 milliohe$e acquisitions added approximately
18.3 MMboe to the Company's proved reserves.

The following unaudited pro forma information shatle effect on the Company's consolidated restiligperations as if the Fletcher and
Repsol acquisitions occurred on January 1, 2000.prb forma information
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includes only significant acquisitions and numerassumptions, and is not necessarily indicativieitoire results of operations.

FOR THE YEAR ENDED DECEMBER 31,

2001 2000
AS R EPORTED PRO FORMA AS REPORTED PRO FORMA

(UNAUDITED) ( IN THOUSANDS, EXCEPT PER COMMON SHARE DATA)
ReVEeNUES.......cccoovvriiieceee $2,8 09,391 $2,916,346 $2,301,978 $3,090,248
Net inCome.........ccvcvvviriiiine 7 23,399 748,976 713,056 908,974
Preferred stock dividends................... 19,601 19,601 19,988 19,988
Income attributable to common stock.......... 7 03,798 729,375 693,068 888,986
Net income per common share:

BaSiC...veieiiieiee e $ 489 $ 505 $ 509 $ 6.16

Diluted.......cooovveiiiiieiieeee 4.73 4.89 491 5.96
Average common shares outstanding............ 1 44,007 144,450 136,265 144,405

Each transaction described above has been accdontesing the purchase method of accounting assdolean included in the consolidated
financial statements of Apache since the date gfiation.

Pending Acquisitions

On January 13, 2003, Apache announced the acguisifiproducing properties in the U.K. North Sed #re Gulf of Mexico, with estimated
proved reserves of 233.2 MMboe, from BP p.l.c. (B&) $1.3 billion, subject to normal closing adjugnts, with an effective date of January
1, 2003. Approximately two-thirds of the reservesia the North Sea's Forties oil field, establigha new international operating region for
the Company. Apache will become field operator with7 percent working interest. In conjunction witik Forties acquisition, Apache may
be required to issue a letter of credit to BP teetdhe present value of related asset retiremaigations if the rating of our senior unsecured
debt is lowered by both Moody's and Standard arm'®&om the Company's current ratings ofafed A3, respectively. Additionally, Apac
has hedged a portion of Forties production at figgdes (see Note 4) and will create a defined fiepension plan for certain employees (see
Note 11). The Gulf of Mexico properties are locatéidhore Texas and Louisiana, where the Comparyshhastantial existing operations.
assets comprise 113 total blocks and 61 fields7@nglercent of the production is operated. Apachieaeuire a 100 percent working interest
in 19 of the fields. The Gulf of Mexico segmenttlo¢ transaction closed March 13, 2003 and the N®etlhhsegment is expected to close early
in the second quarter. The Company is financingatitpuisition with a combination of internally geaterd funds, previously issued equity and
debt.

Divestitures

In 2002, Apache sold marginal properties contairlir@MMboe of proved reserves, for $7 million. Apaased the sales proceeds to reduce
bank debt.

During 2001, Apache sold marginal properties, prilman North America, containing 88 MMboe of prayeeserves, for $348 million.
Apache used the proceeds to reduce bank debt.

During 2000, Apache sold proprietary rights to aeriCanadian seismic data and various non-stratélighnd gas properties, collecting cash
of $26 million.

4. DERIVATIVE INSTRUMENTS AND FIXED-PRICE PHYSICAICONTRACTS

Apache uses a variety of strategies to managejitsseire to fluctuations in commaodity prices. Priilyathe company enters into cash flow
hedges in connection with certain acquisitions. 3iecess of these
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acquisitions is significantly influenced by Apachability to achieve targeted production at forémdprices. These hedges effectively reduce
price risk on a portion of the production from #guisitions.

Apache 2002 Derivative Activity -- As part of thew8h Louisiana properties acquired in December 28@2che entered into, and designated
as a cash flow hedge, natural gas option agreerneattablish floor and ceiling prices on anticgzhfuture natural gas production. As of
December 31, 2002, the Company had the followirtgrahgas volumes hedged through natural gas aption

TOTAL WEIGHTED FAIR VALUE
VOLUMES AVERAGE ASSET/

PRODUCTION PERIOD OPTION TYPE (MMBTU) FLOORI/CEILING (LIABILITY)
(IN THOUSANDS)

P00 T Coll ars 13,750,000 $3.50/6.09 $ (859)

2008.... e, Coll ars 18,300,000 3.25/5.81 (1,921)

2005, Coll ars 9,050,000 3.25/5.20 (727)

The fair value of derivative assets and liabilitiesorded for the Company's hedging activity repmésthe market value of the natural gas
options as of December 31, 2002. The hedging &¢tidd no impact on natural gas revenues durin@ 20@ere was no material
ineffectiveness associated with the cash flow hedigeing the period the options were outstanding.

2001 Unwind -- Prior to Apache's derivative actiuituring 2002, the Company had historically enténéal derivative positions divided into
three general categories: (1) Apache's hedgingiggt{2) derivatives assumed in acquisitions (Aicgd Contracts), and (3) advances from
gas purchasers. Driven by the uncertainty of hacthllapse of Enron Corp. could have impacted thevdtive markets, Apache closed all of

its derivative positions and certain fixpdece physical contracts during October and Novan20@1, receiving proceeds of approximately
million (referred to as the "Unwind")

Upon adoption of SFAS No. 133 on January 1, 200asm®f the acquisition date in the case of theultegl Contracts, the fair value of
Apache's derivative instruments was:

APA CHE HEDGING ACQUIRED ADVANCES FROM GAS
ACTIVITY CONTRACTS PURCHASER
(JAN UARY 1, 2001) (ACQUISITION DATE) (JANUARY 1, 20 01)
(IN THOUSANDS)
Commodity derivatives instruments............ $(116,229) $ (98,557) $ 121,453
Fixed-price physical contracts............... -- (14,085) (121,453)
$(116,229) $(112,642) $

At the time SFAS 133 was implemented, natural geep were approaching record highs. Although Apaghs realizing higher prices on its
unhedged production, the fair value of the Compaogsh flow hedges was out-of-thney by approximately $116 million ($71 millioret
of income tax). This unrealized loss was refle@e@ charge to other comprehensive income. Thraudhe year, commodity prices were
trending downward. As a result, Apache realizeg &0 million of this loss during the year. In ceation with the Unwind, the Company
closed out the rest of these open positions arelved cash proceeds of $8 million. These proceedllbevrecognized in earnings as the
original hedged production occurs. As of Decemider2802, $3 million remains to be recognized in200

The Company also uses long-term, fixed-price playsiontracts to lock in a portion of its naturabgaoduction at a given price. In the
Unwind, the Company received approximately $13ianlko terminate contracts with certain counteiipartSince the Company has no
continuing performance obligations under the cantérethe amount was recognized as a gain in odvenues (losses) in 2001.

In addition to the cash flow hedges the Compangredtinto, Apache assumed $113 million of derivatind physical contracts in connect
with two acquisitions. Because these derivativeseveait-of-
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the-money when the Company acquired them, the liabiig factored into the consideration paid to tHierse(see Note 3). Since commoc
prices generally decreased after the acquisitidpache was able to settle this liability in the Unevfor only $67 million, including $37
million paid to terminate the remaining open pasii. As a result, Apache recognized a gain of $®mduring 2001, and $14 million
during 2002. As of December 31, 2002, a loss off§&X remains and will be recognized in 2003 ar@#20

Effective January 1, 2001, Apache recognized avdtivie asset of $121 million reflecting the failue of gas price swaps entered into in
connection with certain advance payments receir@d fjas purchasers in 1998 and 1997. Apache ategm&ed a derivative liability of
$121 million reflecting the fair value of an embeddixed price physical contract. The net effecthafse transactions resulted in Apache
delivering natural gas to the advance purchasgseatiling market prices. Apache terminated thegréce swaps in the Unwind, receiving
proceeds of $78 million. These proceeds will b@gaized into earnings over the remaining life & tdontracts and effectively increase the
original contract's fixed prices by approximatelygercent. Upon termination, Apache designatedehmining contractual volumes of gas
that will be delivered to the purchaser as a noyinedd-price physical contract. See Note 8 foriiddal information on the advances from
gas purchasers.

Apache 2003 Derivative Activity -- Subsequent taryend and in conjunction with the BP acquisitidpache entered into several derivative
transactions in order to preserve the Companyanéiial position in a period of cyclically high gasd oil prices. The Company entered into
the following natural gas and crude oil fixed-prgxeaps:

NATURAL GAS FIXED-PRICE SWAPS (NYMEX) CRUDE OIL FIXED-PRICE SWAPS (NYMEX)
TOTAL VOLUMES AVERAGE TOTAL VOLUMES AVERAGE
PRODUCTION PERIOD (MMBTU)  FIXED PRICE PRODUCTION PERIOD (BARRELS) FIXED PRI CE
2003.....coeiis 61,675,000 $5.19 2003.....ccceees 16,700,000 $26.59
2004........ccee 51,240,000 4.52 2004........cceeee 1,550,000 26.59

Although the fixed-price swaps are settled at NYMEX Company's hedged forecasted sales are bagwétimg at different locations. The
Company believes the hedging relationships arelhigffiective; however, Apache entered into sepamateral gas basis swap contracts to fix
a portion of the sales price differential. Apacksignated all of the natural gas and crude oilfiggce swaps and basis swaps as cash flow
hedges of anticipated sales.

In addition to the fixed-price swaps, Apache erdténto a separate crude oil physical sales contvahtBP.

CRUDE OIL FIXED-PRICE PHYSICAL CONTRACTS (BRENT)
TOTAL VOLUMES AVERAGE
PRODUCTION PERIOD (MMBTU)  FIXED PRICE
2003, 8,350,000 $25.32
2004 14,175,000 22.24

5. SHORT-TERM INVESTMENTS

In August 2001, Apache purchased $116 million i8.WGovernment Agency Notes. The Company subsegussit $13 million of the notes
in 2001. Of the remaining balance, $17 million weesignated as "available for sale" securitiesvame sold for approximately $17 million
in January 2002. Approximately $86 million wereidested as "held to maturity” and carried at amedicost. These notes paid interest at
rates from 6.25 percent to 6.375 percent and méimeOctober 15, 2002.

F-18



APACHE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)
6. DEBT
Long-Term Debt

DECEMBER 31,

(IN THOUSANDS)
Apache:

Money market lines of credit.........cc.ccooec... L. $ 8,900 $ 1,600

Global credit facility -- U.S. ..... S -- 100,000
Commercial Paper.....ccccovceeeiiiieeeeenee 271,400 530,700
9.25-percent notes due 2002, net of discount..... ... - 99,974
6.25-percent debentures due 2012, net of discount ... 397,307 --
7-percent notes due 2018, net of discount........ .. 148,446 148,391
7.625-percent notes due 2019, net of discount.... ... 149,134 149,109
7.7-percent notes due 2026, net of discount...... ... 99,660 99,655
7.95-percent notes due 2026, net of discount..... .. 178,614 178,595
7.375-percent debentures due 2047, net of discoun | PR 148,009 148,003
7.625-percent debentures due 2096, net of discoun | FHUP 149,175 149,175

Subsidiary and other obligations:

Money market lines of credit........ccccccceeeee.. L - 1,196
Global credit facility -- Canada........cccoooe... L. -- 30,000
Fletcher notes........ccooovvevvivcenneeeee 5,356 5,356
Apache Finance Australia 6.5-percent notes due 20 07, net

of discount.......cccovviiiiiiiecneneeeee 169,260 169,137
Apache Finance Australia 7-percent notes due 2009 , het of

AiSCOUNL..ccoviiiiieiiiee e 99,535 99,478
Apache Finance Canada 7.75-percent notes due 2029 , net of

diSCOUNt..ccciiiiiiiieie e 297,019 296,988
Apache Clearwater notes due 2003..........ccc.... ... 37,000 37,000

Total debt....vveeeiiieeciee e 2,158,815 2,244,357
Less: current maturitieS.....ccccceveeeeeeeveeeees -- -

Long-term debt.....ccccoovevviiiiiiiiiieeee. $2,158,815 $2,244,357

In April 2002, the Company issued $400 million gipal amount, $397 million net of discount, of sgninsecured 6.25-percent notes
maturing on April 15, 2012. The notes are redeemaid a whole or in part, at Apache's option, suiltgea make-whole premium. The
proceeds were used to repay a portion of the Coypantstanding commercial paper and for genenglarate purposes.

On June 3, 2002, Apache entered into a new $1i6rbdlobal credit facility to replace its existimgobal and 364-day credit facilities. The
new global credit facility consists of four separhaink facilities: a $750 million 364-day facilitythe United States (36day facility); a $45(
million five-year facility in the United States (8. five-year facility); a $150 million five-yearddity in Australia; and a $150 million five-
year facility in Canada. The financial covenantshef global credit facility require the Company (i:maintain a consolidated tangible |
worth, plus the aggregate amount of any non-cagergdowns, of at least $2.3 billion as of Decem®&r2002, adjusted for subsequent
earnings, (ii) maintain an aggregate book-valueafsets of Apache and certain subsidiaries, agatkfon an unconsolidated basis of at least
$2 billion as of December 31, 2002, and (iii) mainta ratio of debt to capitalization of not greaten 60 percent at the end of any fiscal
guarter. The Company was in compliance with alificial covenants at December 31, 2002.
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The five-year facilities are scheduled to matureJone 3, 2007 and the 364-day facility is schedtdadature on June 1, 2003. The 364-day
facility allows the Company the option to conveutsianding revolving loans at maturity into one+yiam loans. The Company may request
extensions of the maturity dates subject to appraivine lenders. At the Company's option, theregérate is based on (i) the greater of (a)
The JP Morgan Chase Bank prime rate or

(b) the federal funds rate plus one-half of oneget or (ii) the London Interbank Offered Rate (OR) plus a margin determined by the
Company's senior long-term debt rating. In addijtibe U.S. five-year facility allows the Company thption to borrow under competitive
auctions. At December 31, 2002, the margin overQRBfor committed loans was .30 percent on the Yiear facilities and .32 percent on the
364-day facility. If the total amount of the lodosrrowed under all of the facilities equals or esad®33 percent of the total facility
commitments, then an additional .125 percent vélbldded to the margins over LIBOR. The Company @dss a quarterly facility fee of .10
percent on the total amount of each of the fiveryadilities and .08 percent on the total amounthef 364-day facility. The facility fees vary
based upon the Company's senior long-term delpigrafine U.S. five-year facility and the 364-dayilfacare used to support Apache's
commercial paper program. The available borrowisgacity under the global credit facility at Decem®g, 2002 was $1.2 billion.

At December 31, 2002, the Company also had cemtadommitted money market lines of credit which ased from time to time for working
capital purposes, under which an aggregate of #fbmivas outstanding as of December 31, 2002. $actowings are classified as long-
term debt in the accompanying consolidated balaheet as the Company has the ability and intergfioance such amounts on a long-term
basis through available borrowing capacity underuhsS. five-year facility and the 364-day facility.

The Company has a $1.2 billion commercial papegrm which enables Apache to borrow funds for up70 days at competitive interest
rates. The commercial paper balances at Decemb@&082 and 2001 were classified as long-term detiié accompanying consolidated
balance sheet as the Company has the ability dedtito refinance such amounts on a long-term lisisigh either the rollover of
commercial paper or available borrowing capacitgiarthe U.S. five-year facility and the 364-dayilfac The weighted average interest rate
for commercial paper was 1.85 percent in 2002 ahd gercent in 2001.

The 9.25-percent notes matured June 1, 2002 arelnepaid using commercial paper. These notes viessified as long-term debt at
December 31, 2001, in the accompanying consolidadtahce sheet as the Company had the abilityraadtito refinance such amount on a
long-term basis through available borrowing capagitder the global credit facility and 364-day fagi

The Company does not have the right to redeem fity wotes or debentures (other than the Apachpdation 6.25ercent notes due Ap
15, 2012 and the Apache Finance Australia 6.5-p¢metes due 2007, mentioned below) prior to matutinder certain conditions, the
Company has the right to advance maturity on thep@ércent notes, 7.95-percent notes, 7.375-pedsdrentures and 7.625-percent
debentures.

The notes issued by Apache Finance Pty Ltd (Ap&oh@nce Australia) and Apache Finance Canada Catipar(Apache Finance Canada)
are irrevocably and unconditionally guaranteed Ippéhe and, in the case of Apache Finance Austiatidpache North America, Inc., an
indirect wholly-owned subsidiary of the Company.ddncertain conditions related to changes in reletax laws, Apache Finance Australia
and Apache Finance Canada have the right to retteemotes prior to maturity. In the case of thefebcent notes, Apache Finance Austt
may also redeem the notes at its option subjeztnt@ke-whole premium (see Note 17).

In August 2001, Apache Clearwater, Inc. (Apachea@imter), a subsidiary of Apache, issued $37 miltbd senior floating rate notes, which
mature August 9, 2003. The notes bear interestatesequal to three-month LIBOR plus 1.05 pereet are redeemable at the Company's
discretion. The balance is classified as long-téeint in the accompanying consolidated balance stseite Company has the ability
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and intent to refinance such amounts on a long-btexsis through available borrowing capacity underl.S. five-year facility and the 364-
day facility.

The $14 million of discounts on the Company's dgtlidecember 31, 2002, is being amortized overita®f the debt issuances as additional
interest expense.

As of December 31, 2002 and 2001, the Company pprbaimately $19 million and $14 million, respeety, of unamortized deferred loan
costs associated with its various debt obligatidinese costs are included in deferred charges tued im the accompanying consolidated
balance sheet and are being amortized to expemsdtaylife of the related debt.

The indentures for the notes described above glaeain restrictions on the Company, including i8min Apache's ability to incur debt
secured by certain liens and its ability to entéo icertain sale and leaseback transactions. Ugaiic change in control, all of these debt
instruments would be subject to mandatory repuhaisthe option of the holders.

Aggregate Maturities of Debt

(IN THOUSANDS)

2003, . $ --
2004 ... -
2005.. e 830
2006...uei et 274
2007 i 489,559
Thereafter........cccovvveeeeieeeeeiiiiiiins 1,668,152
$2,158,815

The Company made cash payments for interest, regnofints capitalized, of $99 million, $105 milliand $93 million for the years ended
December 31, 2002, 2001 and 2000, respectively.

7. INCOME TAXES
Income before income taxes is composed of theiartig:

FOR THE YEAR ENDED DECEMBER 31,

2002 2001 2000

(IN THOUSANDS)

United States.......cocvvviniveniiiisieneee $286,840 $ 605,392 $ 654,136
0 1= T 612,130 593,862 549,545
TOtal i $898,970 $1,199,254 $1,203,681
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The total provision for income taxes consists effibllowing:

FOR THE YEAR ENDED DECEMBER 31,

2002 2001 2000

(IN THOUSANDS)
Current taxes:

Federal......cccoovvieiviiiiiiiiiiieceeeeeees $25,657 $19,0564 $12,000
State...... e, 1,564 4,995 --
Foreign............ - 179,748 146,592 120,383
Deferred taxes.....cccovvvvevevveineneeeeeeaieee 137,672 305,214 350,703
Totaleiiiiiiieecce e $344,641 $475,855 $483,086

A reconciliation of the U.S. federal statutory inm® tax amounts to the effective amounts is shoviawbe

FOR THE YEAR ENDED DECEMBER 31,

2002 2001 2000

(IN THOUSANDS)

Statutory inCome taX.......coecvevvveevcveeeeeees $314,639 $419,739 $421,288
State income tax, less federal benefit............. . ... 7,171 15,135 9,650
Effect of foreign operations L 35,283 38,890 52,354
Realized tax basis in investment.........ccco...... . .. (16,321) (1,350) -

All other, Net.....c.cocvvivviiiiiiiieee 3,869 3,441 (206)

$344,641 $475,855 $483,086

The net deferred tax liability is comprised of fbBowing:

DECEMBER 31,

(IN THOUSANDS)
Deferred tax assets:

Deferred inCOMe.....ccocveviieiviiiicieeeees $ (1,120) $ (3,744)
Federal net operating loss carryforwards......... ... (40,700) (2,462)
State net operating loss carryforwards........... .. (16,436) (13,469)
Statutory depletion carryforwards.......... e (5,652) -
Alternative minimum tax credits..........cooee... L. (13,836) (14,472)
Foreign net operating loss carryforwards......... ... (9,764) (9,444)
Accrued expenses and liabilities.........cccc..... ... (5,818) (8,088)
Other..ccoiii e (3,539) (3,415)
Total deferred tax assets.... - (96,865) (55,094)
Valuation allowance..........ccoceevvvcvv. L 9,764 -
Net deferred tax assets......ccccccevveee. (87,101) (55,094)
Deferred tax liabilities:
Depreciation, depletion and amortization......... ... 1,207,710 1,043,687
Other. .o - 3,130
Total deferred tax liabilities.................~— ... 1,207,710 1,046,817
Net deferred income tax liability...........c...... . .. $1,120,609 $ 991,723
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The Company has not recorded deferred income taxése undistributed earnings of its foreign sulasids as management intends to
permanently reinvest such earnings. As of Decer@beP002, the undistributed earnings of the foreigbsidiaries amounted to
approximately $2.1 billion. Upon distribution ofetbe earnings in the form of dividends or otherwtise,Company may be subject to U.S.
income taxes and foreign withholding taxes. Itas practical, however, to estimate the amount xé$ahat may be payable on the eventual
remittance of these earnings after consideraticavaflable foreign tax credits. Presently, limifeceign tax credits are available to reduce the
U.S. taxes on such amounts if repatriated.

At December 31, 2002, the Company had federal petading loss carryforwards of $116 million, stagt operating loss carryforwards of
$317 million and foreign net operating loss carryfards of $10 million. The state and federal nedrafing losses will expire over the next
and 20 years, respectively, if they are not otheewitilized. The foreign net operating loss camytrds relate to foreign pre-production
expenditures which will not be deductible for fgneiincome tax purposes until production beginsciis expected to be in 2003. Once tr
expenditures are deducted for foreign income tapgmes, any net operating loss has a five-yeayfcaward period. A full valuation
allowance has been provided on these foreign lo$$esCompany has alternative minimum tax (AMT)direarryforwards of $14 million
that can be carried forward indefinitely, but whizdm be used only to reduce regular tax liabilitiesxcess of AMT liabilities.

The Company made cash payments for income and @kes, net of refunds, of $171 million, $172 roitliand $123 million for the years
ended December 31, 2002, 2001 and 2000, respsactivel

8. ADVANCES FROM GAS PURCHASERS

In July 1998, Apache received $72 million from aghaser as an advance payment for future natusadiglaveries ranging from 6,726
MMBtu per day to 24,669 MMBtu per day, for a totl45,330,949 MMBLtu, over a teyear period commencing August 1998. In addition
purchaser pays Apache a monthly fee of $.08 per MM the contracted volumes. Concurrent with éinfangement, Apache entered into
three gas price swap contracts with a third pangyen which Apache became a fixed price payor fenigtal volumes at prices ranging from
$2.34 per MMBtu to $2.56 per MMBtu. The net reaflthese related transactions was that gas detiterthe purchaser was reported as
revenue at prevailing spot prices with Apache réadi a premium associated with the monthly fee pgithe purchaser.

In August 1997, Apache received $115 million frompuachaser as an advance payment for future najasatleliveries of 20,000 MMBtu per
day over a ten-year period commencing Septembéf. 18%ddition, the purchaser pays Apache a moriddyof $.07 per MMBtu on the
contracted volumes. Concurrent with this arrangdmfpache entered into two gas price swap contraittsa third party under which
Apache became a fixed price payor for identicaluods at average prices starting at $2.19 per MNtB11997 and escalating to $2.59 per
MMBtu in 2007. The net result of these related $entions was that gas delivered to the purchasereyrted as revenue at prevailing spot
prices with Apache realizing a premium associatét the monthly fee paid by the purchaser.

Contracted volumes relating to these arrangemeatmeluded in the Company's unaudited supplemeiitahd gas disclosures.

These advance payments have been classified ascadviirom gas purchasers and are being recogmizatiand gas production revenues as
gas is delivered to the purchasers under the tefriiee contracts. At December 31, 2002 and 200dameks of $125 and $140 million,
respectively, were outstanding. Gas volumes dediv¢éo the purchaser are reported as revenue aspraed to calculate the amount advar
before imputed interest, plus or minus amounts paigceived by Apache applicable to the price sagygements. Interest expense is
recorded based on a rate of eight percent.

In October and November 2001, Apache terminatedjdseprice swap contracts associated with thesenadg and received proceeds of $78
million. The effect of terminating these derivatimstruments reduces
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future price risk exposure to natural gas pricatititly by establishing a fixed price for the remigig quantities of gas to be delivered under
the terms of the contracts. Upon termination, Agagésignated the remaining contractual volumessftigat will be delivered to the
purchasers as a normal fixed-price physical sdie.rices used in settling the derivatives repiteskan average 51 percent increase over the
prices reflected in the original contracts. No gaioss was recognized at termination. The setthdns carried as advances from gas
purchases on the consolidated balance sheet ahdewiécognized in monthly sales based on thegodf the proceeds applicable to each
production month over the remaining life of the tants.

9. CAPITAL STOCK

The following shares have been restated to refteciO percent and five percent stock dividenddisissed in Note 1 of these financial
statements.

Common Stock Outstanding

2002 2001 2000
Balance, beginning of year...........cccccccoo..... ... 143,958,338 142,798,134 131,665,916
Treasury shares issued (acquired), net............. 60,716  (961,782) (530,699)
Shares issued for:
Public offering(1)(4).....ccccvvvvveeeerennnnn. -- -- 10,626,000
Acquisition of Fletcher subsidiaries(2).......... -- 1,898,275
Conversion of Series C Preferred Stock(3)........ ... 6,554,865 -- -
Stock option plans.........cccoceeeiiiinnenn. .. 679,293 242,470 1,036,917
Fractional shares repurchased.................... -- (18,759)
Balance, end of year...........ccccoceeeiirennnn. ... 151,253,212 143,958,338 142,798,134

(1) In August 2000, Apache completed a public affgiof 10.6 million shares of common stock, inchglil.4 million shares for the
underwriters' over-allotment option, for net prateef $434 million.

(2) In March 2001, Apache issued to Shell Overstaldings 1.9 million restricted shares for net geds of $100 million in connection with
the Fletcher acquisition.

(3) On May 15, 2002, we completed the mandatorywemsion of our Series C preferred stock into appnaxely 6.5 million common shares.

(4) On January 22, 2003, in conjunction with thetBfhsaction, we completed a public offering of ®flion shares of common stock,
including 1.3 million shares for the underwritarger-allotment option, raising net proceeds of $6BHion.
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Net Income Per Common Shé- A reconciliation of the components of basic aildted net income per common share for the yeate@
December 31, 2002, 2001 and 2000 is presentec itabite below:

2002 2001 2000
INCOME SHARES PER SHARE INCOME SHARES PER SHARE INCO ME SHARES PER SHARE
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)
BASIC:
Income attributable to
common stock............. $543,514 148,617 $3.66 $703,798 144,007 $4.89 $693, 068 136,265 $5.09
EFFECT OF DILUTIVE
SECURITIES:
Stock options and other.... -- 1,283 - 1,061 -- 1,209
Series C Preferred Stock... 5,149 2,406 13,952 6,555 14, 307 6,573
DILUTED:

Income attributable to
common stock, including
assumed conversions...... $548,663 152,306 $3.60 $717,750 151,623 $4.73 $707, 375 144,047 $4.91

Stock Option Plans -- At December 31, 2002, oficend employees had options to purchase sharke @dmpany's common stock under
one or more employee stock option plans adoptd®@®, 1995, 1998 and 2000 (collectively, the StOgkion Plans). Under the Stock Opt
Plans, the exercise price of each option equalmtiri&et price of Apache's common stock on the diaggant. Options generally become
exercisable ratably over a four-year period andrexafter 10 years.

The 2000 Stock Option Plan also permits the compairigsue options with a reload provision, whicls baen included in certain options
granted to officers and certain key employees @f@bmpany. Options with reload provisions vest dwer years, in equal installments every
six months. The reload provision permits the grantif new options for shares with a current mavieétte equal to any portion of the original
option exercise price, or withholding taxes dualmexercise of the original option, paid by thé@gee by means of the transfer or
attestation of ownership of shares of the compargrismon stock or units in the company's DeferrelivBegy Plan (if the income from the
exercise is to be deferred into that plan). Theerefl Delivery Plan allows the executive officemsl @ertain key employees of the compar
defer the receipt of income from equity compensafitans such as the Company's Stock Option Pldresn&w option granted as a reload
vests after six months, expiring on the same datbeoriginal option

1996 Performance Stock Option Plan -- On Octobed 926, the Company established the 1996 Perforen8tack Option Plan (the
Performance Plan) for substantially all full-tirmagoyees, excluding officers and certain key empésy Under the Performance Plan, the
exercise price of each option equals the markeemf Apache common stock on the date of grantopions become exercisable after nine
and one-half years and expire 10 years from the afagrant. Under the terms of the Performance,Plamgrants were made after December
31, 1998.
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A summary of the status of the plans described alasvof December 31, 2002, 2001 and 2000, and ekahging the years then ended, is
presented in the table and narrative below (shargsusands):

2002 2001 2000
WE IGHTED WEIGHTED WEIGHTED
SHARES AV ERAGE SHARES AVERAGE SHARES AVERAGE
UNDER EX ERCISE UNDER EXERCISE UNDER EXERCISE
OPTION P RICE OPTION PRICE OPTION PRICE
Outstanding, beginning of year........ 5629 $ 35.77 5,013 $32.06 5,225 $29.00
Granted........cccoeveeriieinnennn 893 55.97 1,201 49.89 1,021 43.00
Exercised........cc.cccovoeiinnnens (739) 30.56 (277) 28.05 (1,021) 27.23
Forfeited.........cccovereninennnnn. (229) 40.42  (308) 37.57 (212) 32.91
Outstanding, end of year(1)........... 5,554 39.53 5,629 35.77 5,013 32.06
Exercisable, end of year.............. 2,755 33.68 2,435 3165 1,615 28.23
Available for grant, end of year...... 534 1,279 1,707

Weighted average fair value of options
granted during the year(2).......... $20.28 $20.88 $ 18.05

The Black-Scholes model used by Apache to calculption fair values was originally developed tareste the fair value of freely tradable,
fully transferable options without vesting andiading restrictions, which significantly differsofn Apache's stock option awards. These
models also require highly subjective assumptionduding future stock price volatility and expedti#me until exercise, which significantly
affect the calculated values. Accordingly, managamdees not believe that this model provides @i single measure of the fair value of
Apache's stock option awards, but in the abseneebefiter prescribed methodology, utilizes it tall)e" options in accordance with SEC
guidelines.

The following table summarizes information abowic&toptions covered by the plans described abaesite outstanding at December 31,
2002 (shares in thousands):

(0] PTIONS OUTSTANDING OPTIONS EXERCISABLE
NUMBER O F  WEIGHTED NUMBER OF
SHARES AVERAGE WEIGHTED SHARES WEIGHTE D
UNDER REMAINING AVERAGE UNDER  AVERAGE
OUTSTANDI NG CONTRACTUAL EXERCISE EXERCISABLE EXERCIS E
RANGE OF EXERCISE PRICES OPTIONS LIFE PRICE OPTIONS  PRICE
$18.94 -$29.44.......ccoooiiis 1,171 4.66 $26.86 1,032 $26.76
29.55- 3117 1,298 4.48 30.49 491 30.29
31.49- 46.19.......ccciiiiiin. 1,140 7.06 40.19 696 39.90
47.62 - 56.11.....cccceiiiiiiens 1,945 8.77 52.81 536 50.25
5,554 2,755

(1) Excludes 133,701, 142,931 and 164,588 shareB@scember 31, 2002, 2001 and 2000, respectiigdyable under stock options
assumed by Apache in connection with the 1996 aitopn of The Phoenix Resource Companies, Inc.

(2) The fair value of each option is estimated fabe date of grant using the Black-Scholes opfidning model with the following weighted-
average assumptions used for grants in 2002, 202@00, respectively: (i) risk-free interest raté4.87, 4.95 and 6.74 percent; (ii)
expected lives of 4.5 years for 2002 and five yéar2001 and 2000 for the Stock Option Plans) éipected volatility of 37.17, 41.39 and
37.42 percent; and (iv) expected dividend yield$68f .51 and .57 percent.
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Share Appreciation Plan -- In October 2000, the Gany adopted the Share Appreciation Plan underhwdniants were made to the
Company's officers and substantially all full-timmployees. The Share Appreciation Plan providesgwance of up to an aggregate of 4.04
million shares of Apache common stock, based airattent of one or more of three share price gahés$hare Price Goals) and/or a
separate production goal (the Production Goal).e@adly, shares will be issued in three installmetsr 24 months after achievement of e
goal. When and if the goals are achieved, the Compall recognize compensation expense over thendfth vesting period equal to the
value of the stock on the date the particular goathieved. The shares of Apache common stockngmnritly issuable under the Share
Appreciation Plan will be excluded from the compiata of income per common share until the statealgyare met.

The Share Price Goals are based on achieving a phae of $87, $104 and $156 per share beforeadariy 2005. A summary of the number
of shares contingently issuable under the Shaoe Boals as of December 31, 2002, 2001 and 20@@s$ented in the table below (shares in
thousands):

SHARES SUBJECT TO
CONDITIONAL GRANTS

2002 2001 2000

Outstanding, beginning of year...........ccceeeee.. . L 3,195 2,882 -
Granted.......ccoveviiiiiiiiiiee 218 647 2,882
Forfeited.....ccoovvvniiiiiceees L (296) (334)
Outstanding, end of year(1)......ccocceevvvveeeee. L 3,117 3,195 2,882

Exercisable, end of year.......ccccocovvveeeeeee. L

Weighted average fair value of conditional grants - -
Share Price GoalsS(2)......cccccovvvevvveeveeeee $15.95 $18.61 $34.86

The Production Goal will be attained if and whea @ompany's average daily production equals orezdscé.33 barrels of oil equivalent per
diluted share (calculated on an annualized basishgl any fiscal quarter ending before January0D52 Such level of production was
approximately twice the Company's level of produttat the time the Share Appreciation Plan was tedioshares issuable in connection
with the Production Goal will be a number of shavethe Company's common stock equal to (a) 37t&qme, 75 percent or 150 percent of a
participant's annual base salary (at the timetafrahent), as applicable, divided by (b) the averdgily per share closing price of the
Company's common stock for the fiscal quarter duvitnich the Production Goal is attained.

In 2001, the Company modified the Stock Option BJd996 Performance Stock Option Plan and 2000eSh@preciation Plan to allow for
immediate vesting upon a change in control of owimer This modification did not require recognitiohany compensation expense.

(1) Represents shares issuable upon attainme7of$304 and $156 per share price goals of 675%B8fes, 1,690,525 shares and 750,699
shares, respectively, in 2002 and 693,134 shafg32,894 shares and 769,897 shares, respectinepdl and 626,010 shares, 1,562,715
shares and 694,155 shares, respectively, in 2000.

(2) The fair value of each Share Price Goal coodél grant is estimated as of the date of gramguaiMonte Carlo simulation with the
following weighted-average assumptions used fontgran 2002, 2001 and 2000, respectively: (i) fige interest rate of 2.90, 4.16 and 5.95
percent;

(i) expected volatility of 38.77, 46.27 and 446&cent; and (iii) expected dividend yield of .707 and .44 percent.
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In December 1998, the Company entered into a donditstock grant agreement with an executive ef@ompany which would award up to
115,496 shares of the Company's common stock énainnual installments. Each installment has a @& vesting period, 40 percent of the
conditional grants will be paid in cash at the nearkalue of the stock on the date of payment aadtiance (69,297 shares) will be issued in
Apache common stock. In 2001, the Company modifiedconditional stock grant agreement to allowifemediate vesting upon a change in
control of ownership. This modification did not g recognition of any compensation expense.

In May 2002, Apache's board of directors approveexecutive restricted stock plan for all executifféicers and certain key employees in
lieu of stock options. During the year, the Compamgarded 114,975 restricted shares that are sutbjeatable vesting over four years. The
value of the stock issued was established by th&ehprice on the date of grant and will be recdrds compensation expense over the
vesting terms. During 2002, $538 thousand was eubig expense.

Preferred Stock

The Company has five million shares of no par pretéstock authorized, of which 25,000 shares heen designated as Series A Junior
Participating Preferred Stock (the Series A PreféBtock), 100,000 shares have been designatbd 868 percent Series B Cumulative
Preferred Stock (the Series B Preferred Stock)1&@J000 shares have been designated as Seriese@&teStock. The shares of Series A
Preferred Stock are authorized for issuance putdoarertain rights that trade with Apache commimtis outstanding and are reserved for
issuance upon the exercise of the Rights as definddliscussed below.

Rights to Purchase Series A Preferred Stock --doenber 1995, the Company declared a dividend efight (a Right) for each 1.155
shares (adjusted for the 10 percent and five péstenk dividends) of Apache common stock outstamdin January 31, 1996. Each full
Right entitles the registered holder to purchasmfthe Company one ten-thousandth (1/10,000) bheesof Series A Preferred Stock at a
price of $100 per one ten-thousandth of a shatgesuto adjustment. The Rights are exercisablealéndar days following a public
announcement that certain persons or groups hapgrad 20 percent or more of the outstanding shafrégpache common stock or 10
business days following commencement of an offeB@percent or more of the outstanding sharespafche common stock. In addition, if a
person or group becomes the beneficial owner qfe26ent or more of Apache's outstanding commorkgftp in event), each Right will
become exercisable for shares of Apache's comnook at 50 percent of the then market price of hrarmon stock. If a 20 percent
shareholder of Apache acquires Apache, by mergeth@rwise, in a transaction where Apache doesuwive or in which Apache's comir
stock is changed or exchanged (flip over eveng Rights become exercisable for shares of the comstazk of the company acquiring
Apache at 50 percent of the then market price fmaehe common stock. Any Rights that are or weretig@ally owned by a person who has
acquired 20 percent or more of the outstandingeshalr Apache common stock and who engages in ndréaisactions or realizes the bene
of certain transactions with the Company will beeovoid. If an offer to acquire all of the Companytgstanding shares of common stock is
determined to be fair by Apache's board of dires;ttire transaction will not trigger a flip in evamta flip over event. The Company may also
redeem the Rights at $.01 per Right at any tim@ Lidtbusiness days after public announcementflip & event. The Rights will expire on
January 31, 2006, unless earlier redeemed by thgp&ay. Unless the Rights have been previously raddeall shares of Apache common
stock issued by the Company after January 31, @¥806iclude Rights. Unless and until the Rightcbme exercisable, they will be
transferred with and only with the shares of Apactimmon stock.

Series B Preferred Stock -- In August 1998, Apdskeed 100,000 shares ($100 million) of Series&dPred Stock in the form of one
million depositary shares, each representing ontittl/10) of a share of Series B Preferred Stfmrknet proceeds of $98 million. The Series
B Preferred Stock has no stated maturity,
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is not subject to a sinking fund and is not corilsé¥tinto Apache common stock or any other seasitif the Company. Apache has the
option to redeem the Series B Preferred Stock @0®1per preferred share on or after August 2582Bi@lders of the shares are entitled to
receive cumulative cash dividends at an annualafa$®.68 per depositary share when, and if, dedi&y Apache's board of directors.

Series C Preferred Stocklr May 1999, Apache issued 140,000 shares ($21libm)iof Series C Preferred Stock in the form efen million
depositary shares each representing one-fiftig80jlof a share of Series C Preferred Stock, fopreceeds of $211 million. Holders of the
shares were entitled to receive cumulative casideins at an annual rate of 6.5 percent, or $2p@tSlepositary share when, and if, declared
by Apache's board of directors.

In 2000, Apache bought back 75,900 depositary shatran average price of $34.42 per share. Thesexafehe purchase price to reacquire
the depositary shares over the original issuarice s reflected as a preferred stock dividenchendaccompanying statement of consolidated
operations. The remaining depositary shares coeaénto 6,554,865 shares of Apache common sto2R@2.

Comprehensive Income -- Components of accumulatest comprehensive income (loss) consist of theviohg:

FOR THE YEAR ENDED DECEMBER 31,

2002 2001 2000

(IN THOUSANDS)

Currency translation adjustments.................. $(108,750) $(114,078) $(40,050)
Unrealized gain (loss) on available for sale

SECUMEIES....ceeeieeiiiiiiieieeeeee e -- 125 (182)
Unrealized gain (loss) on derivatives.............. (4,186) 12,136 -
Accumulated other comprehensive loss............... $(112,936) $(101,817) $(40,232)

The unrealized gain (loss) on available for satugtes at December 31, 2001 and 2000 is netaifrire tax expense (benefit) of $67,000
$(94,000), respectively. The currency translatidjustments are not adjusted for income taxes asréiate to a permanent investment in non-
U.S. subsidiaries.

A rollforward of the unrealized gain on derivatiiegpresented in the table below:

GROSS AFTER-TAX

(IN THOUSANDS)

Unrealized gain on derivatives at December 31, 2001 ... $ 20,559 $12,136
Reclassification of net realized losses into earnin (oL (24,193) (14,128)
Net change in derivative fair value................~~ ... (3,507) (2,194)
Unrealized loss on derivatives at December 31, 2002 ... $ (7,141) $(4,186)

Based on commodity prices as of December 31, 2B@2Company expects to reclassify losses of $3ani[$3 million after tax) to earnings
from the balance in accumulated other comprehernisagme during the next twelve months. The remajfialance in other comprehensive
income is expected to be reclassified to futur@iegs, contemporaneously with the related salembfral gas production as applicable to
specific hedges. The actual amounts that will lotassified to earnings over the next year and beéywmuld vary materially from this
estimated amount as a result of changes in maokelitions.
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10. FINANCIAL INSTRUMENTS

The following table presents the carrying amounts$ estimated fair values of the Company's finanostfruments at December 31, 2002 and
2001. See Note 4 for a discussion of the Compateyigative instruments.

2002 2001

CARRYING FAIR CARRYING FAIR
AMOUNT VALUE AMOUNT VALUE

(IN THOUSANDS)

Short-term investments.............c.ccoeeuveae.. $ - $ - $102,950 $103,967
Long-term debt:
Apache

Money market lines of credit.................. 8,900 8,900 1,600 1,600
Global credit facility - U.S. ..... - -- 100,000 100,000
Commercial paper................ 271,400 271,400 530,700 530,700
6.25-percent debentures..............cc....... 397,307 448,880 - -
9.25-percent NOteS.........coevevuvvvvenennns - -- 99,974 102,560
7-percent notes........... 148,446 179,445 148,391 148,845

7.625-percent NOteS.........coevvenvnnnnnens 149,134 180,990 149,109 157,350
7.7-percent NOteS.......cvevvveeeieiiniinnnns 99,660 122,890 99,655 105,130
7.95-percent NOtes..........cocveervrennn. 178,614 226,926 178,595 194,454
7.375-percent debentures...................... 148,009 177,090 148,003 152,415
7.625-percent debentures...................... 149,175 179,205 149,175 157,380
Subsidiary and other obligations
Money market lines of credit.................. - - 1,196 1,196
Global credit facility -- Canada - -- 30,000 30,000
Fletcher notes.........ccoccvveviiiiieeenne 5356 6,065 5,356 5,716
Apache Finance Australia 6.5-percent notes.... 169,260 193,936 169,137 172,822
Apache Finance Australia 7-percent notes...... 99,535 116,430 99,478 104,230
Apache Finance Canada 7.75-percent notes...... 297,019 380,280 296,988 320,880
Apache Clearwater notes....................... 37,000 37,000 37,000 37,000

The following methods and assumptions were usedtimate the fair value of the financial instrunsestmmarized in the table above. The
Company's trade receivables and trade payabldsyateir very nature short-term. The carrying valireluded in the accompanying
consolidated balance sheet approximate fair vallbEaember 31, 2002 and December 31, 2001.

Short-Term Investments -- The fair value of the @any's short-term investments are estimates prdviméhe Company by independent
investment banking firms.

Long-Term Debt -- The 2002 fair value of the nates debentures is based upon an estimate provadbd Company by an independent
investment banking firm. The fair value of the reotand debentures for 2001 is based on quoted manikes and in the case of the 7.625-
percent debentures, an estimate provided by apamdkent banking firm. The carrying amount of thabgl credit facility, commercial paper,
money market lines of credit and Apache Clearwatées approximated fair value because the inteaéss are variable and reflective of
market rates.
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11. COMMITMENTS AND CONTINGENCIES
Litigation

China -- Apache China Corporation LDC was suechiabitration by Texaco China, B.V. in Septembe&dR0rexaco China later added
Apache Bohai Corporation LDC to the arbitrationeTdrbitration covers Texaco's claims for damagisgagrout of Apache Bohai's alleged
failure to drill three wells, prior to re-assignni@rfi the interest to Texaco. Apache China and Apd®bhai deny any liability. Apache Bohai
filed suit in federal district court, contendingetk is no right to arbitration. The district codenied Apache's claim. Apache has filed with the
federal court of appeals to have the trial coapimion reviewed and reversed. That matter is atirgpending, as is the arbitration, with a
hearing date expected during 2003.

On February 5, 2003, the Bankruptcy Court for thest®rn District of Louisiana entered an order aganifig Debtor XCL-China Ltd.'s most
recently filed plan of arrangement. XGThina is a participant in certain of our concessiionthe Zhao Dong Block in the Bohai Bay of Ch
We understand that XCL Ltd. will now have one peata@ less ownership interest, if any, in XCL-Chimigh any remaining ownership
interest being held by the bondholders of XCL Lltdconnection with the order, Apache China hasedjte waive its approval and
preferential purchase rights of the XCL-China iagiin the Zhao Dong Block for the event of theftoration and reorganization of the
Debtor only, without waiver of any rights concempifuture events. All agreements approved in 200Apgche China, XCL-China and the
various Chinese parties, which resolved the fundimgd) subsequent repayment of XCL-China's sharewdldpment costs, remain in place.

Canada -- In December 2000, certain subsidiari¢seo€ompany and Murphy Oil Corporation (Murphygdi a lawsuit in Canada charging
The Predator Corporation Ltd. (Predator) and otha&tts misappropriation and misuse of confidenti&livdata to obtain acreage offsetting a
significant natural gas discovery made by ApachgMaorphy during 2000 in the Ladyfern area of noatsteBritish Columbia. In February
2001, Predator filed a counterclaim seeking moaa {$6 billion and has since reduced this amounbtmore than C$4 billion. Managem
believes that the counterclaim is without merit #mat the amount claimed by Predator is frivolous.

Cinergy -- As described in Note 13 Transactiondtlated Parties and Major Customers, Cinergy btar§ & Trading, LLC (Cinergy)
purchases most of the Company's United Statesat@as production. Disputes have arisen betweear@yand Apache concerning various
matters, including Cinergy's claim to market Apast@anadian gas production. In response to thepeitéis, Cinergy commenced an
arbitration proceeding in September 2001 seekimpray other things, specific performance to reqthi;eCompany to sell its Canadian gas
production to Cinergy or pay damages. The Compsuaysputing Cinergy's assertions (including th&im to market our Canadian
production), filing a general denial and counteralagainst Cinergy for amounts arising from, amottger things, an audit commenced in
2001. Management does not believe the outcomeeddithitration will be material to our financial @ or results of operations. The
Company continues to market most of its U.S. gadumxtion through Cinergy, although the Companyctsraly discussing its gas marketing
arrangements and a resolution of the disputes@iitkrgy.

The Company is involved in litigation and is sulbjecgovernmental and regulatory controls arismghie ordinary course of business. It is
management's opinion that all claims and litigatiorolving the Company are not likely to have a eni adverse effect on its financial
position or results of operations.

Environmental -- The Company, as an owner or leaseeoperator of oil and gas properties, is sultgeetirious federal, provincial, state,
local and foreign country laws and regulationstie¢ato discharge of materials into, and protectifrthe environment. These laws and
regulations may, among other things, impose lighiln the lessee under an oil and gas lease farasteof pollution clean-up resulting from
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operations and subject the lessee to liabilitypf@iution damages. In some instances, the Comparylra directed to suspend or cease
operations in the affected area. We maintain imstga&overage, which we believe is customary irirttlastry, although we are not fully
insured against all environmental risks.

Apache manages its exposure to environmental iliglsilon properties to be acquired by identifyixgsgng problems and assessing the
potential liability. The Company also conducts pdit reviews, on a comparwide basis, to identify changes in its environmérisk profile.
These reviews evaluate whether there is a probiabiéty, its amount, and the likelihood that thability will be incurred. The amount of a
potential liability is determined by consideringnang other matters, incremental direct costs oflikeyy remediation and the proportionate
cost of employees who are expected to devote #isaymt amount of time directly to any possible emfation effort. As it relates to
evaluations of purchased properties, depending@mxttent of an identified environmental problene, €Company may exclude a property
from the acquisition, require the seller to remalthe property to Apache's satisfaction, or agpesssume liability for the remediation of the
property. The Company's general policy is to liariy reserve additions to any incidents or sitesat@considered likely to result in an
expected remediation cost exceeding $100,000. Amir@anmental costs and liabilities that are noereed for are treated as an expense wher
actually incurred. In our estimation, neither thegpenses nor expenses related to training andl@me programs, are likely to have a
material impact on our financial condition. As oéé@mber 31, 2002, the Company had an undiscouesedve for environmental remedial

of approximately $10 million. Apache is not awafeny environmental claims existing as of Decen8fer2002, which have not been
provided for or would otherwise have a material actpon its financial position or results of opevat. There can be no assurance, however,
that current regulatory requirements will not chengr past nomompliance with environmental laws will not be digered on the Compan
properties.

Exploration Agreement -- In conjunction with therghiase of oil and gas properties in December 28pache entered into a separate
exploration joint venture with the seller wherehg seller will actively generate prospects on déei$®uth Louisiana acreage through
December 31, 2004. Under the terms of the agreemeathe will pay up to $25 million for the selleshare of seismic, lease acquisition
drilling and completion cost on covered prospeetth no more than $13 million of carried cost regdito be paid on behalf of the seller
through December 31, 2003. Apache has the optigmdi the obligation, to participate in any indival prospect proposed by the seller. If
Apache does not pay a total of $25 million of cegkcost through December 31, 2004, it is obligétquhy the difference to the seller within
90 days of the expiration of the agreement.

International Lease Concessions -- The Compangugir its subsidiaries, has acquired or has beedittmmally or unconditionally granted
exploration rights in Australia, Egypt, China amaldhd. In order to comply with the contracts anteagents granting these rights, the
Company, through various wholly-owned subsidiaiiggsommitted to expend approximately $71 millianough 2006.

Retirement and Deferred Compensation Plans -- Tdmepgany provides a 401(k) savings plan for employé@sh allows participating
employees to elect to contribute up to 25 percéttiar salaries, with Apache making matching cifmttions up to a maximum of six percent
of each employee's salary. In addition, the Comamually contributes six percent of each partibigaemployee's compensation, as
defined, to a money purchase retirement plan. i€l plan and the money purchase retirement plasabject to certain annualagdjusted
government-mandated restrictions which limit theoant of each employee's contributions.

For certain eligible employees, the Company alswigdes a non-qualified retirement/savings plan Wwrattlows the deferral of up to 50
percent of each such employee's salary, and wiidpts employee contributions and the Company'shimgg contributions in excess of the
above-referenced restrictions on the 401(k) savitas and money purchase retirement plan. AdditipnApache Energy Limited and
Apache
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Canada Ltd. maintain separate retirement plangqsred under the laws of Australia and Canadmetetively.

Vesting in the Company's contributions to the 4D&gvings plan, the money purchase retirementatanthe non-qualified
retirement/savings plan occurs at the rate of 20gm per year. Upon a change in control of owriprskesting is immediate. Total costs
under all plans were $18 million, $16 million ar@ @illion for 2002, 2001 and 2000, respectivelyeTinfunded liability for all plans as of
December 31, 2002 and 2001 has been recordeden athrued expenses.

In connection with the pending acquisition of UNorth Sea assets from BP, Apache will establisbfandd benefit pension plan for certain
employees acquired in the transaction. BP will dbate amounts to the new plan related to pasisefoer the transferred employees.

Operating Lease and Other Commitments -- The Cognpas leases for buildings, facilities and equipnveith varying expiration dates
through 2008. Net rental expense was $16 millid, fillion and $16 million for 2002, 2001 and 208&spectively.

As of December 31, 2002, minimum rental commitmemider long-term operating leases, net of subleagals; and long-term pipeline
transportation commitments, ranging from one ty@4ars, are as follows:

NET MINIMUM COMMITMENTS
PIPELINE
TOTAL LEASES DRI LLING RIGS TRANSMISSION
(IN THO USANDS)
2003.....cvreerernen. $107,234 $13,213 $68,234  $25,787
49,735 13,404 14,182 22,149
33,769 11,969 2,957 18,843
31,158 11,543 2,957 16,658
23,096 4,137 2,957 16,002
65,151 319 478 64,354
$310,143 $54,585 $91,765  $163,793

12. PREFERRED INTERESTS OF SUBSIDIARIES

In August 2001, Apache entered into a series @fifiing transactions, described below, to pay dovistieg debt and increase financial
flexibility.

Apache contributed interests in various fields edlat $923 million to new subsidiaries in connettioth the financing transactions.
Additionally, Apache contributed $116 million in &l. Government Agency Notes, as discussed in NdimEelated institutional investors
contributed $443 million ($441 million, net of issce costs) to the various subsidiaries in exchéorgareferred stock ($82 million) of the
subsidiaries and a limited partner interest ($3@liam) in one of the entities. The third party istors are entitled to receive a weighted
average return of 123 basis points above the fdiegdilBOR interest rate. The preferred stock antted partner interests are repayable
from the assets of the subsidiaries. Apache retagtit risks related to collection of proceedsxrproduct sales and intercompany loans.
Apache also has an obligation to contribute anegaie amount not to exceed $250 million to fundg@néand future business operations of
the subsidiaries. However, the investors are niileshto receive more than their $443 million onigl investment, plus the agreed-upon
return. One of the subsidiaries also issued $3lfomibf senior floating rate notes as discusseldate 6.
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The limited partnership is scheduled to terminatefaAugust 9, 2021. However, the general parmerpache subsidiary, may elect to retire
all or part of the limited partner's interest ay ime without penalty. In addition, the limitedrp@ership agreement requires that the limited
and general partners reset the partners' ratdwhrever LIBOR every five years beginning in 20G@he partners fail to mutually agree on
new rates of return, the general partner must redlssolve the partnership or purchase the limii@dner's interest. Upon dissolution of the
partnership, retirement of the limited partnertgiiast, or purchase of the limited partner's irsielby the general partner, the limited partner
will receive the unrecouped balance of its iniid61 million capital investment.

If Apache's senior unsecured long-term debt ratfrga Standard & Poor's and Moody's fall to BBB{@wer and Baa3 or lower,
respectively, or if either rating is withdrawn, aubsidiaries that issued the preferred stock iamited partnership interests may need to
obtain additional cash or cash equivalents or nedegrt of the preferred interests to remain in clenpe with certain covenants. Also, if
Apache's rating falls to BB or lower or Ba2 or lowe limited partner has the right to cause tlssalution of the partnership, though Apa
can avoid this by exercising its right to retire thmited partnership interests without penalty.

The preferred stock certificates require that tipadhe subsidiaries and their preferred shareholdees the preferred stock dividend rate
every five years beginning in 2006. If they failtmtually agree on a new rate, the Apache subsgigianust either register the stock for pu
sale, or redeem all of the outstanding preferredkstThe Apache subsidiaries may elect to redeéor glart of the preferred stock at any ti
without penalty.

The assets and liabilities of the subsidiariesrastided in Apache's consolidated financial stateisat historical costs, with the preferred
stock and limited partner interests of the subsieareflected as a preferred interests of subéédian the consolidated balance sheet. The
dividends paid on the preferred stock and distiiimst paid on the limited partner interests areeméld as preferred interests of subsidiaries in
the statement of consolidated operations.

13. TRANSACTIONS WITH RELATED PARTIES AND MAJOR CU®DMERS

Cinergy Corp. - In June 1998, Apache contractetl @inergy Corp. to market substantially all the @amy's natural gas production from the
United States and agreed to develop terms for timeting of most of Apache's Canadian productiothenan amended and restated gas
purchase agreement effective July 1, 1998. Apaglukits 57 percent interest in ProEnergy for 778,8bares of Cinergy Corp. common
stock, which the Company subsequently sold fori®#on. In December 1998, Apache and Cinergy Cagreed to postpone the negotia

of terms to market most of Apache's Canadian primlucPursuant to the gas purchase agreement, Brgfgnrenamed Cinergy Marketing
and Trading LLC (Cinergy), will continue to marlk&pache's North American natural gas productionl Jothe 30, 2008, with an option,
following prior notice, to terminate on June 30020During this period, Apache is generally oblaghto deliver most of its United States gas
production to Cinergy and, under certain circumstanreimburse Cinergy if certain gas throughprgstholds are not met. All throughput
thresholds have been met. The prices receivedsfgias production under this agreement approximatdet prices. As described in Note 11,
Commitments and Contingencies, Apache and Cinamgparties to arbitration. Apache continues to reankost of its U.S. gas production
through Cinergy, although the Company is activesgdssing with Cinergy its gas marketing arrangamand a resolution of its disputes.

Related Parties -- In the ordinary course of bussnApache paid to Maralo, LLC or related entifiésaralo™) during 2002 approximately
$9,000 in revenues relating to four oil and gadsielwhich Maralo owns an interest and of whicha&pe is operator. Maralo paid Apache
approximately $1,000 in 2002 for Maralo's shareoofine expenses relating to such wells. Also dpi602, Maralo sub-leased certain office
space from Apache, for which Maralo paid Apacherapimately $95,000. Mary Ralph Lowe, a member of
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Apache's board of directors through December 19328 president, chief executive officer and tble stockholder of Maralo.

In the ordinary course of business, Cimarex EneCgy,("Cimarex"), formerly Key Production Compaihyg., paid to Apache during 2002
approximately $2 million for Cimarex's proportioaahare of drilling and workover costs, mineratiasts and routine expenses relating t
and gas wells in which Cimarex owns interests @ngdhich Apache is the operator. Cimarex was pajgraximately $4 million directly by
Apache or related entities for its proportionatarstof revenues from wells in which Cimarex mar#ldte revenues with Apache as operator.
Apache paid to Cimarex during 2002 approximatel¥&Q00 for Apache's proportionate share of drillamgl workover costs, mineral
interests and routine expenses relating to oilgawwells in which Apache owns interests and otwi@iimarex is the operator. Apache was
paid approximately $785,000 directly by Cimarexifsmproportionate share of revenues from wellalich Apache marketed its revenues
with Cimarex as operator. F. H. Merelli, a membfethe Apache's board of directors, is chairmarheftioard and chief executive officer of
Cimarex.

In the ordinary course of business, Matador Patrol€orporation ("Matador") paid to Apache durind2@pproximately $708,000 for
Matador's proportionate share of drilling and waewocosts, mineral interests and routine expereating to oil and gas wells in which
Matador owns interests and of which Apache is therator. Matador was paid approximately $1 millidrectly by Apache for its
proportionate share of revenues from wells in witatador marketed its revenues with Apache as ¢gerpache paid to Matador during
2002 approximately $2 million for Apache's propontte share of drilling and workover costs, minararests and routine expenses relating
to oil and gas wells in which Apache owns interestd of which Matador is the operator. Apache waid ppproximately $621,000 directly
by Matador for its proportionate share of reverfues wells in which Apache marketed its revenuethwlatador as operator. Eugene C.
Fiedorek, a member of the Apache's board of dirscte a member of the board of directors of Matado

During 2002, in the ordinary course of businesgjikqg Inc. ("Aquila”) and related companies paidNgache approximately $33 million for
natural gas produced by Apache, primarily in Canadgpila was paid approximately $348,000 by Apafdregathering, transportation and
compression services provided by Aquila. Janine Mt Vice-President -Oil and Gas Marketing of Apache since October 2@d2viously
was employed by Aquila Europe.

Major Customers -- In 2002, purchases by CinergyB@PC accounted for 19 percent and 22 perceheofompany's oil and gas
production revenues, respectively. In 2001, purebdy Cinergy and EGPC accounted for 35 perceni@mkrcent of the Company's oil and
gas production revenues, respectively. In 200G;hmsges by Cinergy and EGPC accounted for 26 peaceht 6 percent of the Company's oil
and gas production revenues, respectively. No gtherhaser has accounted for more than 10 peréeatenues for 2002, 2001 or 2000.

Concentration of Credit Risk -- The Company's rexnare derived principally from uncollateralizetes to customers in the oil and gas
industry; therefore, customers may be similarlgetéd by changes in economic and other conditiatisnithe industry. Apache has not
experienced significant credit losses on such s8leles of natural gas by Apache to Cinergy ardailyyuncollateralized. Apache sells all of
its Egyptian crude oil and natural gas to the EG#&QJ.S. dollars. Deteriorating economic conditiahsing 2001 and 2002 in Egypt have
lessened the availability of U.S. dollars, resgjtin a one to two month delay in receipts from EGE6ntinuation of the hard currency
shortage in Egypt could lead to further delaysedats of payment or non-payment in the future.
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14. BUSINESS SEGMENT INFORMATION

Apache has five reportable segments which are pitima the business of crude oil and natural ggsl@ation and production. The
accounting policies of the segments are the sartt@wae described in the summary of significant antiag policies. The Company evaluates
performance based on profit or loss from oil angl ggerations before income and expense items imziti® oil and gas operations and
income taxes. Apache's reportable segments aregedisaparately based on their geographic locatitinancial information by operating
segment is presented below:

OTHER
UNITED STATES CANA DA EGYPT AUSTRALIA INTERNATIONAL T OTAL
(IN THOUSANDS)
2002
Oil and Gas Production
Revenues................. $1,101,388 $ 557 ,720 $ 560,099 $334,039 $ 6,502 $2, 559,748

Operating Expenses:
Depreciation, depletion

and amortization....... 387,187 182 ,584 163,648 107,993 2,467 843,879
International
impairments............ - - - - 19,600 19,600
Lease operating costs.... 239,837 114 ,299 69,160 37,107 1,721 462,124
Gathering and
transportation costs... 17,311 21 ,256 -- - -- 38,567
Severance and other
taxes......cooceernnnns 34,792 5 ,489 - 22,807 - 63,088
Operating Income (Loss).... $ 422,261 $ 234 ,092 $ 327,291 $166,132  $(17,286) 1, 132,490
Other Income (Expense):
Other revenues........... 125
Administrative, selling
and other.............. ( 104,588)
Financing costs, net..... ( 112,833)
Preferred interests of
subsidiaries........... (16,224)
Income Before Income
TaXesS....cocervenenne. $ 898,970
Net Property and
Equipment................ $4,068,362  $2,190 ,029 $1,263,560 $807,332  $136,302  $8, 465,585
Total Assets............... $4,309,736  $2,401 ,319 $1,713,267 $883,704  $151,825  $9, 459,851

Additions to Net Property
and Equipment............ $ 597,954 $ 379 4413 $ 196,975 $100,761  $37,767  $1, 312,870
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OTHER
UNITED STATES CANA DA EGYPT  AUSTRALIA INTERNATIONAL T OTAL
(IN THOUSANDS)
2001
Oil and Gas Production
Revenues................. $1,474,628 $ 628 967 $ 460,910 $257,407 $ 1,047 @ $2, 822,959

Operating Expenses:
Depreciation, depletion

and amortization....... 423,727 178 ,770 135,225 82,686 423 820,831
International

impairments............ - - - - 65,000 65,000
Lease operating costs.... 227,418 95 ,833 49,449 31,728 386 404,814
Gathering and

transportation costs... 15,790 18 , 794 -- -- -- 34,584
Severance and other

taxes.....cooeeeennns 49,555 8 ,483 - 11,789 - 69,827

Operating Income (Loss).... $ 758,138 $ 327 ,087 $ 276,236 $131,204  $(64,762) 1, 427,903

Other Income (Expense):
Other revenues

(losses)......cc...... (13,568)
Administrative, selling
and other.............. (88,710)
Financing costs, net..... ( 118,762)
Preferred interests of
subsidiaries........... (7,609)
Income Before Income
TaXesS....coceveveeenne $1, 199,254
Net Property and
Equipment................ $3,855,674 $1,984 147 $1,238,234 $814,423  $120,594  $8, 013,072

Total Assets............... $4,172,551  $2,163 ,615 $1,564,474 $882,141  $150,875  $8, 933,656

Additions to Net Property
and Equipment............ $ 834,581 $1,015 ,184 $ 515,551 $113,171 $34,048 $2, 512,535
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OTHER
UNITED STATES CANA DA EGYPT  AUSTRALIA INTERNATIONAL T OTAL
(IN THOUSANDS)
2000
Oil and Gas Production
Revenues................. $1,386,642 $ 337 876 $ 360,772 $223543 $ - %2, 308,833

Operating Expenses:
Depreciation, depletion

and amortization....... 356,998 79 ,892 84,425 62,183 48 583,546
Lease operating costs.... 167,986 32 ,945 28,328 24,450 -- 253,709
Gathering and

transportation costs... 11,701 7 ,915 -- - -- 19,616
Severance and other

taxes......cooceernnns 48,015 5 ,072 - 6,086 - 59,173

Operating Income (Loss).... $ 801,942 $ 212 ,052 $ 248,019 $130,824 $ (48) 1, 392,789

Other Income (Expense):
Other revenues

(losses)......eeeennee (6,855)
Administrative, selling
and other.............. (75,615)
Financing costs, net..... ( 106,638)
Income Before Income
TaXesS....coovevveeenne $1, 203,681
Net Property and
Equipment................ $3,643,439 $1,378 ,639 $ 854,531 $783,884  $151,969  $6, 812,462
Total Assets............... $4,022,749  $1,463 , 306 $ 965,733 $856,575  $173,587  $7, 481,950

Additions to Net Property
and Equipment............ $1,461,479 $ 649 ,804 $ 93,083 $117,248 $20,865 $2, 342,479

15. SUPPLEMENTAL OIL AND GAS DISCLOSURES (UNAUDITED

Oil and Gas Operations -- The following table detth revenue and direct cost information relatioghe Company's oil and gas exploration
and production activities. Apache has no long-tagreements to purchase oil or gas production fanegidgn governments or authorities.

OTHER
UNITED STATES CA NADA EGYPT AUSTRALIA INTERNATIONAL TO TAL
(IN THOUSANDS)
2002
Oil and gas production
rEeVENUES........ceeeueeeen. $1,101,388 $55 7,720 $560,099 $334,039 $ 6,502 $2,5 59,748

Operating costs:
Depreciation, depletion and

amortization(1)........... 369,864 18 1,087 163,648 107,194 2,455 8 24,248
International impairments... -- - -- -- 19,600 19,600
Lease operating expenses.... 239,837 11 4,299 69,160 37,107 1,721 4 62,124
Gathering and transportation

COSES..ooiiiiaiirannn. 17,311 2 1,256 - - - 38,567
Production taxes(2)......... 33,336 - -- 18,659 - 51,995
Income taX.................. 165,390 10 4,869 157,100 58,167 (6,536) 4 78,990

1,511 389,908 221,127 17,240 1,8 75,524
$ 275,650 $13 6,209 $170,191 $112,912  $(10,738) $ 6 84,224
$ 571 $ 6.10 $ 536 $ 368 $ 6.29
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OTHER
UNITED STATES CA NADA EGYPT AUSTRALIA INTERNATIONAL TO TAL
(IN THOUSANDS)
2001
Oil and gas production
rEeVENUES........cccceueeeen. $1,474,628 $62 8,967 $460,910 $257,407 $ 1,047 $2,8 22,959

Operating costs:
Depreciation, depletion and

amortization(1)........... 409,096 17 7,159 135,086 81,930 388 8 03,659
International impairments... -- - -- -- 65,000 65,000
Lease operating expenses.... 227,418 9 5,833 49,449 31,728 386 4 04,814
Gathering and transportation

COSES....vviiiiren, 15,790 1 8,794 - - -- 34,584
Production taxes(2)......... 47,462 - -- 11,789 -- 59,251
Income taX.......ccoenee. 290,573 15 0,450 132,660 44,866 (24,279) 5 94,270

2,236 317,195 170,313 41,495 1,9 61,578
6,731 $143,715 $87,094  $(40,448) $ 8 61,381
580 $ 566 $ 470 $ 472 $ 6.05
2000
Oil and gas production
FeVENUES......cccvveeene $1,386,642 $33 7,876 $360,772 $223543 $ - $2;3 08,833
Operating costs:

Depreciation, depletion and

amortization(1)........... 345,624 7 6,286 84,302 61,358 -- 5 67,570
Lease operating expenses.... 167,985 3 2,945 28,328 24,451 -- 2 53,709
Gathering and transportation

COStS...coviirierenne 11,701 7,915 - - - 19,616
Production taxes(2)......... 46,509 - -- 6,086 - 52,595
Income tax.................. 305,559 9 8,489 119,108 44,760 - 5 67,916

877,378 21 5,635 231,738 136,655 - 14 61,406
Results of operations... $ 509,264 $12 2,241 $129,034 $86888 $ - $8 47,427
Amortization rate per boe..... $ 616 $ 553 $ 546 $ 442 $ - % 5.75

(1) This amount reflects DD&A of capitalized coefwil and gas proved properties only and, thersfdoes not agree with DD&A reflected
on Note 14, Business Segment Information.

(2) This amount reflects amounts directly reladit and gas producing properties and, therefdwes not agree with severance and other
taxes reflected on Note 14, Business Segment Irtom
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Costs Not Being Amortized -- The following tabléséorth a summary of oil and gas property costdeing amortized at December 31,
2002, by the year in which such costs were incurred

1999 A ND
TOTAL 2002 2001 2000 PRIO R

(IN THOUSANDS)
Property acquisition costs..............c..c....... $417,095 $165,247 $47,935 $70,622 $133,2 91
Exploration and development 239,177 124,639 53,914 24,041 36,5 83
Total..eeeiieeeeeee $656,272 $289,886 $101,849 $94,663 $169,8 74

Capitalized Costs Incurred -- The following tabétssforth the capitalized costs incurred in oil gad producing activities:

OTHER
UNITED STATES CA NADA EGYPT AUSTRALIA INTERNATIONAL TO TAL
(IN THOUSANDS)
2002
Acquisitions(1)............... $ 267,537 $8 4170 $ - $ - $ - $3 51,707
Purchase of non-producing
leases...... 2,264 2 0,150 - -- - 22,414
Exploration................... 19,805 2,833 55,580 50,327 2,330 1 30,875
Development................... 280,542 23 5,208 115,580 39,486 36,079 7 06,895
Capitalized interest. 13,200 1 4,392 8,875 4,224 - 40,691
Property sales................ 873 84 (8,000) -- -- (7,043)
$ 584,221 $35 6,837 $172,035 $94,037 $38,409 $1,2 45,539
2001
Acquisitions(1)............... $ 65,395 $56 1,700 $240,255 $ -- $12,936 $ 8 80,286
Purchase of non-producing
leases......ccccvveeennns 14,004 2 7,941 - -- - 41,945
Exploration................... 47,688 6 4,172 39,806 38,727 12,536 2 02,929
Development.......... 637,488 31 8,232 87,798 46,441 8,302 1,0 98,261
Capitalized interest. 24,500 1 3,920 11,293 7,036 - 56,749
Property sales................ (200,445) (14 7,851) -- -- -- 3 48,296)
$ 588,630 $83 8,114 $379,152 $92,204 $33,774  $1,9 31,874
2000
Acquisitions(1)............... $ 922,523 $40 1904 $ - $ - $ - $13 24,427
Purchase of non-producing
leases.......ccceuuvennnen. 10,712 1 1,548 - - - 22,260
Exploration................... 26,045 1 6,331 51,819 40,917 18,077 1 53,189
Development................... 459,046 10 7,748 33,130 32,918 -- 6 32,842
Capitalized interest. 27,185 1 0,063 12,194 9,908 2,650 62,000
Property sales................ (10,853) (1 5,418) - - - ( 26,271)
$1,434,658 $53 2,176 $97,143 $83,743 $20,727  $2,1 68,447

(1) Acquisitions include unproved costs of $70 ol $77 million and $125 million for transactioosmpleted in 2002, 2001 and 2000,
respectively.
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Capitalized Costs -- The following table sets fditth capitalized costs and associated accumulaecbciation, depletion and amortization,
including impairments, relating to the Companylsaoid gas production, exploration and developmetivities:

OTHER
UNITED STATES CANADA EGYPT AUSTRALIA INTERNATIONAL TOTAL
(IN THOUSANDS)
2002
Proved properties.... $7,906,966 $2,478,623 $1,232,119 $ 970,386 $239,365 $12,827, 459
Unproved properties.. 203,366 204,059 174,925 39,962 33,960 656, 272
8,110,332 2,682,682 1,407,044 1,010,348 273,325 13,483, 731
Accumulated DD&A..... (4,121,751)  (637,546) (502,658) (357,271) (137,668) (5,756, 894)
$3,988,581  $2,045,136 $ 904,386 $ 653,077 $135,657 $7,726, 837
2001
Proved properties.... $7,314,153  $2,103,263 $1,037,431 $ 816,620 $119,225 $11,390, 692
Unproved properties.. 211,958 215,003 197,578 99,691 115,691 839, 921
7,526,111 2,318,266 1,235,009 916,311 234,916 12,230, 613
Accumulated DD&A..... (3,751,887)  (466,703) (359,792) (259,373) (115,613) (4,953, 368)
$3,774,224  $1,851,563 $ 875,217 $ 656,938 $119,303 $7,277, 245
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Oil and Gas Reserve Information -- Proved oil aad geserve quantities are based on estimates peepythe Company's engineers in
accordance with guidelines established by the SE|BE.Company's estimates of proved reserve quantfigs U.S., Canadian and
international properties are subject to review lygét Scott Company, L.P. Petroleum Consultantepeddent petroleum engineers. Their
review concentrated on those reserves that cotestitsubstantial percentage of the SEC value. BD@@02, 2001 and 2000, their review
covered 68 percent, 61 percent and 72 percenedSHC value, respectively.

There are numerous uncertainties inherent in etimguantities of proved reserves and projectingre rates of production and timing of
development expenditures. The following reserva dapresents estimates only and should not bercedsas being exact.

CRUDE OIL, CON DENSATE AND NATURAL GAS LIQUIDS NATURAL GAS
(T HOUSANDS OF BARRELS) (MILLIO NS OF CUBIC FEET)
UNITED OTHER UNITED
STATES CANADA EGYPT AUSTRALIA INT'L TOTAL STATES CANADA  EGYPT

PROVED DEVELOPED RESERVES:
December 31, 1999.......... 186,962 50,401 30,719 33,887 -- 301,969 1,004,844 397,704 106,830

December 31, 2000.......... 232,361 66,484 26,028 29,124 -- 353,997 1,579,865 660,334 93,205
December 31, 2001.......... 230,017 76,250 59,188 45,628 699 411,782 1,407,561 1,148,516 338,707
December 31, 2002.......... 240,880 89,554 51,162 31,746 1,033 414,375 1,444,677 1,255,068 246,529
TOTAL PROVED RESERVES:
Balance December 31,1999..... 238,657 83,043 39,076 54,466 -- 415,242 1,214,887 407,053 156,049
Extensions, discoveries and
other additions.......... 36,681 6,589 9,168 6,074 -- 58,512 154,489 94,792 32,967
Purchases of minerals
in-place................. 60,519 29,514 - - -- 90,033 736,079 246,360 -
Revisions of previous
estimates................ 2,655 159 1,012 429 - 4255 32,414 (8,397) 2,966
Production................. (22,894) (5,828) (10,155) (5,691) -~ (44,568) (199,362) (47,758) (17,371)
Sales of properties........ (914) (87) - - -- (1,001) (10,454) (333) -
Balance December 31, 2000.... 314,704 113,390 39,101 55,278 -- 522,473 1,928,053 691,717 174,611
Extensions, discoveries and
other additions.......... 54,533 21,121 17,121 12,320 -- 105,095 166,307 281,037 52,938
Purchases of minerals
in-place................. 6,728 35,298 36,465 - 1,099 79590 34,827 512,927 247,302
Revisions of previous
estimates................ (7,943) 814 2,621 - - (4,508) (61,522) 8,391 13,392
... (24,157) (9,916) (14,322) (8,595) (42) (57,032) (224,600) (108,925) (35,010)
........ (22,428) (23,802) - - -- (46,230) (167,271) (83,265) -
Balance December 31, 2001.... 321,437 136,905 80,986 59,003 1,057 599,388 1,675,794 1,301,882 453,233
Extensions, discoveries and
other additions.......... 20,082 31,366 18,227 4,221 11,793 85,689 102,050 70,066 6,123
Purchases of minerals
in-place................. 7,109 5,055 - - -- 12,164 154,459 66,113 --
Revisions of previous
estimates................ 6,630 159 (8,140) 106 40 (1,205) 37,944 20,900 (37,480)
Production................. (21,790) (9,846) (15,977) (11,082) (225) (58,920) (183,708) (120,210) (44,769)
Sales of properties........ (46) - (305) - -~ (351) (2,446) - (6,440)
Balance December 31, 2002.... 333,422 163,639 74,791 52,248 12,665 636,765 1,784,093 1,338,751 370,667
NATURAL GAS TOTAL
(THOUSAND
(MILLIONS OF CuUBI C FEET) BARRELS OF
OTHER OIL
AUSTRALIA INT'L TOTAL EQUIVALENT)
PROVED DEVELOPED RESERVES:
December 31, 1999.......... 364,369 - 1,873,747 614,260
2,664,794 798,129

December 31, 2000.......... 331,390 -

December 31, 2001.......... 307,509 1,524 3,203,817 945,751

December 31, 2002 256,790 3,469 3,206,533 948,797
TOTAL PROVED RESERVES:

Balance December 31,1999..... 573,589 - 2,351,578 807,172
Extensions, discoveries and
other additions.......... 55,195 - 337,443 114,752
Purchases of minerals
in-place................. -- - 982,439 253,773
Revisions of previous
estimates................ (6) - 26,977 8,751

Production . - (303,980) (95,231)
Sales of properties........ - - (10,787)  (2,799)




Balance December 31, 2000.... 589,289 - 3,383,670 1,086,418
Extensions, discoveries and

other additions.......... 25,084 - 525,366 192,656
Purchases of minerals

in-place................. -- 2,969 798,025 212,594
Revisions of previous

estimates................ - - (39,739) (11,131)
Production................. (42,684) (236) (411,455) (125,608)
Sales of properties........ - - (250,536) (87,986)

Balance December 31, 2001.... 571,689 2,733 4,005,331 1,266,943

Extensions, discoveries and

other additions.......... 28,943 3,355 210,537 120,779
Purchases of minerals

in-place................. -- - 220,572 48,926
Revisions of previous

estimates................ 22 37 21,423 2,366
Production ... (42,998) (2,656) (394,341) (124,644)
Sales of properties........ - - (8,886) (1,832)

Balance December 31, 2002.... 557,656 3,469 4,054,636 1,312,538

As of December 31, 2002, 2001 and 2000, on a bafeduivalent basis 28, 25 and 27 percent of autdwide reserves, respectively, were
classified as proved undeveloped.
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Future Net Cash Flows -- Future cash inflows asetan year-end oil and gas prices except in tims¢ances where future natural gas or oil
sales are covered by physical contract terms proyibr higher or lower amounts. Operating costedpction and ad valorem taxes and
future development costs are based on current witt$10 escalation.

The following table sets forth unaudited informatiwoncerning future net cash flows for oil and geEserves, net of income tax expense.
Income tax expense has been computed using exdettee tax rates and giving effect to tax deduwtiand credits available, under current
laws, and which relate to oil and gas producingvdigts. This information does not purport to pnessthe fair market value of the Company's
oil and gas assets, but does present a standadismdsure concerning possible future net cashdlthat would result under the assumptions
used.

UNITED OTHER
STATES CANADA(1) EGYPT AUSTRALIA INTERNATIONAL TOTA L
(IN THOUSANDS)

2002
Cash inflows........... $17,550,514 $ 9,597,042 $3,820,016 $2,436,477 $402,311  $ 33,80 6,360
Production and
development costs.... (5,104,900) (2,267,595) (922,965) (698,600) (81,505) (9,07 5,565)
Income tax expense..... (3,875,478) (2,288,073) (963,906) (482,883) (59,164) (7,66 9,504)
Net cash flows......... 8,570,136 5,041,374 1,933,145 1,254,994 261,642 17,06 1,291
10 percent discount
rate.....cccevene (4,170,620) (2,633,601) (651,524) (373,032) (80,894) (7,90 9,671)
Discounted future net
cash flows(2)........ $4,399,516 $ 2,407,773 $1,281,621 $ 881,962 $180,748 $ 9,15 1,620
2001
Cash inflows........... $10,424,737 $ 5,468,028 $2,831,285 $1,838,437 $22,381 $20,58 4,868
Production and
development costs.... (4,071,024) (1,871,840) (871,257) (571,188) (17,321) (7,40 2,630)
Income tax expense..... (1,417,677) (851,971) (683,856) (345,392) -- (3,29 8,896)
Net cash flows......... 4,936,036 2,744,217 1,276,172 921,857 5,060 9,88 3,342
10 percent discount
rate......ccoovvenne (2,286,959) (1,337,536) (427,744) (286,696) (946) (4,33 9,881)
Discounted future net
cash flows(2)........ $2,649,077 $ 1,406,681 $ 848,428 $ 635,161 $ 4,114 $ 554 3,461
2000
Cash inflows........... $26,652,689 $ 8,865,939 $1,430,178 $2,133,073 $ - $39,08 1,879
Production and
development costs.... (5,549,309) (1,343,831) (298,711) (651,151) - (7,84 3,002)
Income tax expense..... (7,132,257) (2,194,511) (375,112) (385,953) -- (10,08 7,833)
Net cash flows......... 13,971,123 5,327,597 756,355 1,095,969 -- 21,15 1,044
10 percent discount
rate......ccoeeeene (6,148,566) (2,478,102) (238,985) (337,741) - (9,20 3,394)

Discounted future net
cash flows(2)........ $ 7,822,557 $ 2,849,495 $ 517,370 $ 758,228 $ - $11,94 7,650

(1) Included in the estimated future net cash flanesCanadian provincial tax credits expected toehézed beyond the date at which the
legislation, under its provisions, could be repdaleo date, the Canadian provincial governmentrizsndicated an intention to repeal this
legislation.

(2) Estimated future net cash flows before incoaxeeixpense, discounted at 10 percent per annuatedoapproximately $13.2 billion, $7.4
billion and $17.7 billion as of December 31, 20201 and 2000, respectively.
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The following table sets forth the principal sowoé change in the discounted future net cash flows

FOR THE YEAR ENDED DECEMBER 31,

2002 2001 2000
(IN THOUSANDS)

Sales, net of production costs..................... .. $(1,994,631) $(2,327,679) $(2,064,471)
Net change in prices and production costs.......... ... 4,767,785 (10,125,666) 4,693,840
Discoveries and improved recovery, net of related

COSES .o .. 1,885,266 1,760,299 2,703,195
Change in future development costs................. 222,160 182,816 67,442
Revision of quantities.............cccccceeeennns ... (15,400) (79,138) 135,669
Purchases of minerals in-place.................... ... 603,608 1,332,244 5,796,278
Accretion of discount.............cccveevinnnnn. 737,112 1,772,520 606,801
Change in income taxes............ooeecvvvvvvenes ... (2,200,925) 3,949,890 (4,284,904)
Sales of properties.........ccoceeeeieeeeeennnes .. (14,502) (1,306,042) (25,585)
Change in production rates and other............... ... (382,314) (1,563,433) (255,976)

$ 3,608,159 $(6,404,189) $ 7,372,289

Impact of Pricing -- The estimates of cash flowd egserve quantities shown above are based oreyeboil and gas prices, except in those
cases where future natural gas or oil sales areredwby physical contracts at specified pricexePftuctuations are largely attributable to
supply and demand perceptions for natural gas afadikty in oil prices.

Under the full-cost accounting rules of the SE@, @ompany reviews the carrying value of its provigénd gas properties each quarter on a
country-by-country basis. Under these rules, chpéd costs of proved oil and gas properties, fiecoumulated DD&A and deferred income
taxes, may not exceed the present value of estihfiatere net cash flows from proved oil and gaeress, discounted at 10 percent, plus the
lower of cost or fair value of unproved properiiesluded in the costs being amortized, net of egldax effects (the "ceiling"). These rules
generally require pricing future oil and gas prathrcat the unescalated oil and gas prices atrdeo€each fiscal quarter and require a write-
down if the "ceiling" is exceeded. Given the vdigtiof oil and gas prices, it is reasonably poksihat the Company's estimate of discounted
future net cash flows from proved oil and gas nesgicould change in the near term. If oil and gasep decline significantly, even if only for
a short period of time, it is possible that writaaths of oil and gas properties could occur in titere.
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16. SUPPLEMENTAL QUARTERLY FINANCIAL DATA (UNAUDITED)

FIRST SECOND THIRD FOURTH TOTAL
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

2002
REVENUES.......ccccvveeeeiiiiieeens $527,996 $656,315 $645,189 $730,373 $2,559,873
Expenses, net 447,324 510,005 498,661 549,554 2,005,544
Net income........ccocvveevcveneenns $80,672 $146,310 $146,528 $180,819 $ 554,329
Income attributable to common stock.... $ 75,764 $143,229 $145,122 $179,399 $ 543,514
Net income per common share (1)(2):
BasiC....cccveeveiiieeiiiiieeeens $ 0.53 $ 97 $ 96 $ 119 $ 366
Diluted.........cccoveeeeiiinnenn. $ 0.52 $ 95 $ 95 $ 118 $ 3.60
2001
REVENUES.......ccccvvveeeeciiiieeens $803,515 $808,681 $659,917 $537,278 $2,809,391
EXpenses, Net........c.ccoceeeieeenns 521,314 602,936 503,084 458,658 2,085,992
Net income........ccccveeevcvineennns $282,201 $205,745 $156,833 $ 78,620 $ 723,399
Income attributable to common stock.... $277,293 $200,868 $151,925 $ 73,712 $ 703,798
Net income per common share (1)(2):
BasiC...ccccveeviiiiee e $ 1.94 $ 139 $ 105 $ 51 $ 4.89
Diluted.........ccooveeeeiiinnenn. $ 1.86 $ 134 $ 103 $ 51 $ 473

(1) The sum of the individual quarterly net incopgg common share amounts may not agree with yedate®net income per common share
as each quarterly computation is based on the wergiverage number of common shares outstandimggdiivat period. In addition, certain
potentially dilutive securities were not includedcertain of the quarterly computations of diluted income per common share because to do
so would have been antidilutive.

(2) Earnings per share have been restated to trdfled.0 percent stock dividend declared Septerh®e2001, paid January 21, 2002 to
shareholders of record on December 31, 2001 anfivia@ercent stock dividend declared Decembe2082, payable April 2, 2003 to
shareholders of record on March 12, 2003.
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APACHE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)
17. SUPPLEMENTAL GUARANTOR INFORMATION

Prior to 2001, Apache Finance Australia was a fieasubsidiary of Apache with no independent opemnatiln this capacity, it issued
approximately $270 million of publicly traded notést are fully and unconditionally guaranteed tpashe and, beginning in 2001, Apache
North America, Inc. The guarantors of Apache FimaAastralia have joint and several liability. Sianly, Apache Finance Canada was al:
finance subsidiary of Apache and had issued apprabely $300 million of publicly traded notes thagne fully and unconditionally
guaranteed by Apache.

Generally, the issuance of publicly traded seasitwould subject those subsidiaries to the regpraquirements of the SEC. Since these
subsidiaries had no independent operations andfigdads "finance subsidiaries”, they were exempiteth these requirements.

During 2001, Apache contributed stock of its Ausdraand Canadian operating subsidiaries to Ap&thance Australia and Apache Finance
Canada, respectively. As a result of these corttahs, they no longer qualify as finance subsiéisriAs allowed by the SEC rules, the
following condensed consolidating financial statetseare provided as an alternative to filing sejgafiaancial statements.

Each of the companies presented in the condenssmlidating financial statements is wholly owned &@as been consolidated in Apache
Corporation's consolidated financial statementsfioperiods presented. As such, the condensedbtidatng financial statements should be
read in conjunction with the financial statemerft&\pache Corporation and subsidiaries and notagtb@f which this note is an integral p
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APACHE CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2002

APACHE
CORPORATION NO

Revenues:
Oil and gas production
revenues..........ccocuee...
Equity in net income of
affiliates...........c......
Other revenues (losses)

Operating Expenses:

Depreciation, depletion and
amortization................ 211,291

International impairments...... --

Lease operating costs.......... 198,052

Gathering and transportation
COSES..oiiiiiiieieeeees 15,896

Severance and other taxes...... 34,015

Administrative, selling and
other......ccooveiennnns 87,860

Preferred Interests of
Subsidiaries................... --

TaXeS..oovvveeeeieiiiiiiis 593,594
Provision (benefit) for income
faXeS...ccveieeieeeee 39,265

Net Income........cccceeeveenns 554,329

RECLASSIFICATION

ELIMINATIONS
(INTH
Revenues:
Oil and gas production
FEVENUES.......ceeeeureenns $(160,486)
Equity in net income of
affiliates.........c.coceee (484,847)

Other revenues (losses)........ -

Operating Expenses:
Depreciation, depletion and
amortization................. --
International impairments......

Lease operating costs..........

Gathering and transportation
COSES..coiviiiiiiiiieeans -

Severance and other taxes...... -

Administrative, selling and
other.......cccovveenins -

Financing costs, net........... -

(160,486)

Preferred Interests of

ALL OTH
APACHE SUBSIDIA

APACHE FINANCE APACHE

OF APAC

RTH AMERICA AUSTRALIA FINANCE CANADA CORPORAT

(IN THOUSANDS)

$ - $ - $ - $1,906,

20,976 32,905 76,707
N

20,976 32,880 76,707

- - - 632,
- - - 19,
- - - 424,

- - - 22,
- - 270 28,

- - 16,
-~ 18,050 41,058

(37,

1,861,

- 18,050 41,328 1,125,

20,976 14,830 35,379

—~  (6,146)  (16,221)

20,976 51,600

$20,976 $20,976 $ 51,600

719,
327,

391,

$ 391,

S&
CONSOLIDATED

843,879
19,600
462,124

38,567
63,088

104,588
112,833

ER
RIES

ION

588

558



Subsidiaries................... --

Income (Loss) Before Income
TaXES..uieeiiiieeeeiiieenn (484,847)
Provision (benefit) for income



APACHE CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2001

APACHE
CORPORATION NO

Revenues:
Oil and gas production
revenues..........ccocuee...
Equity in net income of
affiliates...........c......
Other revenues (losses)

Operating Expenses:

Depreciation, depletion and
amortization................ 170,854

International impairments...... --

Lease operating costs.......... 214,075

Gathering and transportation
COSES..oiiiiiiieieeeees 15,337

Severance and other taxes...... 49,201

Administrative, selling and
other......ccooveiennnns 78,440

Preferred Interests of
Subsidiaries................... --

TaXeS..oovvveeeeieiiiiiiis 988,033
Provision (benefit) for income
faXeS...ccveieeieeeee 264,634

Net Income........cccceeeveenns 723,399

RECLASSIFICATION
& ELIMINATIONS

(IN THO
Revenues:
Oil and gas production
FEVENUES.......ceeeeureenns $(462,363)
Equity in net income of
affiliates.........c.coceee (301,692)
Other revenues (losses)........ -
(764,055)

Operating Expenses:
Depreciation, depletion and
amortization................. -
International impairments...... --
Lease operating costs.......... (462,363)
Gathering and transportation

Preferred Interests of

ALL OTH
APACHE SUBSIDIA
APACHE FINANCE APACHE OF APAC
RTH AMERICA AUSTRALIA FINANCE CANADA CORPORAT

(IN THOUSANDS)

$ - $ - & - $1,897,

16,227 26,170 88,243 (31,
- 3,053 - (13,

16,227 29,223 88,243 1,852,

- - - 649,
- - - 65,
- - - 653,

- - - 19,
- - 36 20,

- - 10,
~ 18119 37,450 @,

- 18,119 37,486 1,410,

16,227 11,104 50,757 434,

- (5,123) (16,344) 232,

16,227 67,101 202,

$16,227 $16,227 $67,101 $ 202,

S
CONSOLIDATED

$2,822,959
(13,568)

820,831
65,000
404,814

34,584
69,827

88,710
118,762

ER
RIES

ION

977

102



Subsidiaries................... --

Income (Loss) Before Income
TaXES..uieeiiiieeeeiiieenn (301,692)
Provision (benefit) for income



APACHE CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2000

APACHE
CORPORATION N

Revenues:
Oil and gas production
FEVENUES......ccvveeiernnnne. $1,409,724
Equity in net income of
affiliates.................... 290,644

Operating Expenses:
Depreciation, depletion and

amortization.................. 356,998
Lease operating costs........... 168,336
Gathering and transportation

COSES..iiiiriiieeeeeeeen 11,701
Severance and other taxes....... 48,014
Administrative, selling and

other.......cccvveveninn. 63,418
Financing costs, net............ 80,066

728,533
Income (Loss) Before Income
TaXES..oiiiieieeeeeieiiiiee 967,512
Provision (benefit) for income
fAXES. v 246,917

Income (Loss) Before Change in
Accounting Principle............ 720,595
Cumulative effect of change in

accounting principle, net of

income taX.........coeeeenne (7,539)
Net Income........cccccveveernnnn. 713,056
Preferred stock dividends....... 19,988

Income Attributable to Common
5] (o1 SR $ 693,068

RECLASSIFICATIO
& ELIMINATIONS

(INTH
Revenues:
Oil and gas production
FEVENUES......ccuveeiernnne. $(382,100)
Equity in net income of
affiliates.................... (300,315)
Other revenues (losses)......... --
(682,415)

Operating Expenses:
Depreciation, depletion and
amortization.................. -
Lease operating costs........... (382,100)
Gathering and transportation

ALL OT
APACHE SUBSIDI
APACHE FINANCE APACHE

ORTH AMERICA AUSTRALIA FINANCE CANADA CORPORA

(IN THOUSANDS)

- - - 226

- - - 467

- - - 7

- - - 11

- - - 12

- - 19,297 7

- - 19,297 732

- - 2,120 534

- - (8,413) 244

- - 10,533 289

- - - 4

- - 10,533 284
$-  $-  $10533 $ 284

OF APA

NS
CONSOLIDATED

$2,308,833
862
(7,717)

583,546
253,709

19,616
59,173

75,615
106,638

HER
ARIES
CHE
TION

,209

,884)
,394)

931

,548
473

,915
,159

,197
,275

,567

,364

582

7182

,831)

,951

,951



Income (Loss) Before Income

TaXES..eiviveieeeeeeeieeiiinnns (300,315)
Provision (benefit) for income
tAXES. .o -

Income (Loss) Before Change in
Accounting Principle............ (300,315)
Cumulative effect of change in

accounting principle, net of
iNncome taxX.........coeeeeenne 4,831

1,203,681



APACHE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2002

ALL OTHER
APACHE APACHE SUBSIDIARIES
APACHE APACHE N ORTH FINANCE FINANCE OF APACHE RECLA SSIFICATIONS
CORPORATION  AMERI CA  AUSTRALIA CANADA CORPORATION &EL IMINATIONS CONSOLIDATED

(IN THOUSANDS)

Cash Provided by (Used in)

Operating Activities..... $ 39,727 % - $(18,687) $(43,819) $ 1,403,497 $ - $1,380,718
Cash Flows from Investing

Activities:
Additions to property and

equipment.... (249,971) - - - (787,397) - (1,037,368)
Acquisitions............. (269,885) - - - - - (269,885)
Proceeds from sales of

oil and gas

properties............. - - - - 7,043 - 7,043

Purchase of U.S.

Government Agency

Notes......cccoevennne - - - - 101,723 - 101,723
Investment in and

advances to

subsidiaries, net...... (168,481) (18,0 50) - - (843,894) 1,030,425 -

Other, net............... (15,105) - - - (22,415) - (37,520)
Net Cash Used in Investing

Activities (703,442) (18,0 50) - - (1,544,940) 1,030,425  (1,236,007)
Cash Flows from Financing

Activities:

Long-term debt activity,

Net...oovcieeeiiins 700,464 - 637 2,826 34,847 (824,316) (85,542)
Dividends paid........... (68,879) -- -- -- -- -- (68,879)
Common stock activity,

(1] PP 30,708 18,0 50 18,050 41,120 128,889 (206,109) 30,708
Treasury stock activity,

Net..coovciieeiiiins 1,991 - -- -- -- -- 1,991
Cost of debt and equity

transactions........... (6,728) - - - - - (6,728)

Net Cash Provided by

Financing Activities..... 657,556 18,0 50 18,687 43,946 163,736 ( 1,030,425) (128,450)
Net Increase (Decrease) in

Cash and Cash

Equivalents.............. (6,159) - - 127 22,293 - 16,261
Cash and Cash Equivalents

at Beginning of Year..... 6,383 - 2 - 29,240 - 35,625
Cash and Cash Equivalents

at End of Year........... $ 224 3 - $ 2 $ 127 $ 51,533 $ - $ 51,886
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APACHE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001

ALL OTHER
APA CHE APACHE APACHE SUBSIDIARIES
APACHE NO RTH FINANCE FINANCE OF APACHE RECLA SSIFICATIONS
CORPORATION AME RICA AUSTRALIA CANADA CORPORATION &EL IMINATIONS CONSOLIDATED

(IN THOUSANDS)

Cash Provided by (Used in)

Operating Activities.......... $1,149,273  $ - $(1,575) $ (29) $ 757,33 $ - $1,905,000
Cash Flows from Investing

Activities:

Additions to property and
equipment.... (708,139) - - - (820,845) - (1,528,984)
Acquisitions.... (11,000) - - - (911,951) - (922,951)
Proceeds from sales of oil and
gas properties.............. 200,445 -- -- -- 147,851 -- 348,296
Purchase of U.S. Government
Agency Notes - - - - (103,863) - (103,863)
Investment in and advances to
subsidiaries, net........... (1,055,334) (5 ,568) (5,568) (250,849) (652,967) 1,970,286 -
Other, net (17,564) - - - (59,271) - (76,835)
Net Cash Used in Investing

ACHiVIties.........c.o.o...... (1,591,592) (5 568) (5,568) (250,849) (2,401,046) 1,970,286  (2,284,337)
Cash Flows from Financing

Activities:

Long-term debt activity,

(1] TR 532,409 -- 1,577 250,878 668,787 ( 1,427,552) 26,099
Dividends paid... (54,492) -- -- -- -- -- (54,492)
Common stock activity, net.... 10,205 5 ,568 5,568 -- 531,598 (542,734) 10,205
Treasury stock activity,

Netewieeeeeeeeieenes (42,959) - - - - - (42,959)
Cost of debt and equity

transactions................ (1,718) -- -- -- -- -- (1,718)
Proceeds from preferred

interests of subsidiaries,

net of issuance costs....... - - - - 440,654 - 440,654

Net Cash Provided by Financing

ActiVities.........ccovvuenne 443,445 5 ,568 7,145 250,878 1,641,039 ( 1,970,286) 377,789
Net Increase (Decrease) in Cash

and Cash Equivalents.......... 1,126 - 2 - (2,676) - (1,548)
Cash and Cash Equivalents at

Beginning of Year............. 5,257 - - - 31,916 - 37,173
Cash and Cash Equivalents at End

of Year........coooevvennnnn, $ 6383 $ - $ 2 $ - $ 29240 $ - $ 35,625




APACHE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2000

ALL OTHER
APACHE APACHE SUBSIDIARIES
APACHE APACH E FINANCE FINANCE OF APACHE RECLA SSIFICATIONS
CORPORATION NORTH AM ERICA AUSTRALIA CANADA CORPORATION &EL IMINATIONS CONSOLIDATED

Cash Provided by (Used in)

Operating Activities..... $ 899,872 $ - - $250 $ 1,721 $615,52 $ - $1,517,368
Cash Flows from Investing

Activities:

Additions to property and
equipment.... (579,856) - - - - (875,720) - (955,576)
Acquisitions............. (760,566) - - - - (490,250) - (1,250,816)
Proceeds from sales of
oil and gas
properties............. 10,853 - - -- - 15,418 -- 26,271
Investment in and
advances to
subsidiaries, net...... (472,778) - - (406) (27,084) (25,337) 525,605 -
Other, net............... (15,380) - - - - (21,495) - (36,875)
Net Cash Used in Investing

Activities............... (1,817,727) - - (406) (27,084) (897,384 525,605 (2,216,996)
Cash Flows from Financing

Activities:

Long-term debt activity,

(1] PP 530,390 - - 156 202 280,741 (479,039) 332,450
Dividends paid........... (52,945) - - -- - -- -- (52,945)
Issuance (repurchase) of

preferred stock........ (2,613) - - -- -- -- -- (2,613)
Common stock activity,

Net..coovciieeiiins 465,306 - - - 25,161 21,405 (46,566) 465,306
Treasury stock activity,

- - - - - - (17,730)
- - - - - - (838)
Net Cash Provided by
Financing Activities..... 921,570 - - 156 25,363 302,146 (525,605) 723,630
Net Increase (Decrease) in
Cash and Cash
Equivalents.............. 3,715 - - - - 20,287 - 24,002
Cash and Cash Equivalents
at Beginning of Year..... 1,542 - - - - 11,629 - 13,171
Cash and Cash Equivalents
at End of Year........... $ 5,257 $ - - $-- $ - $ 31916 $ - $ 37,173




APACHE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT

CONDENSED CONSOLIDATING BALANCE SHEET
FOR THE YEAR ENDED DECEMBER 31, 2002

ALL OTHER
APACHE APACHE SUBSIDIARIES
APACHE APACHE FINANCE FINANCE OF APACHE RECLA
CORPORATION NORTH AME RICA AUSTRALIA CANADA CORPORATION &EL
(IN THOUSANDS)
ASSETS
Current Assets:
Cash and cash
equivalents........... $ 224 $ - - $ 2 $ 127 $ 51,533 $
Receivables .. 121,410 - - - - 406,277
Inventories ... 15,509 - - - - 93,695
Advances to oil and gas
ventures and others... 19,468 - - - - 58,536
Short-term
investments........... - - - - - -
156,611 - - 2 127 610,041
Property and Equipment,
Net.....ccovvrvirnns 3,403,716 - - - -- 5,061,869
Other Assets:
Intercompany receivable,
Net....ooevevvnen, 1,146,086 - - (662) (253,851) (891,573)
Goodwill, net........... - - - - -- 189,252
Equity in affiliates.... 2,994,954 142,42 2 402,596 958,382 (808,503) (
Deferred charges and
other........ccc.ec. 31,804 - - - 2,472 3,957
$7,733,171 $142,42 2 $401,936 $707,130 $4,165,043 $(
LIABI LITIES AND SHAREHOLDERS' EQUITY
Current Liabilities:
Accounts payable........ $ 124,152 $ - - $ - $ - $ 90,136 $
Other accrued
exXpenses............. 134,191 - - 2,229 1,263 180,264
258,343 - - 2,229 1,263 270,400
Long-Term Debit............ 1,550,645 - - 268,795 297,019 42,356
Deferred Credits and Other
Noncurrent Liabilities:
Income taxes............ 736,661 - - (11,510) (1,205) 396,663
Advances from gas
purchasers............ 125,453 - - - - -
Oil and gas derivative
instruments........... 3,507 - - - - -
134,282 - - - -- 24,044
999,903 - - (11,510) (1,205) 420,707
Preferred Interests of
Subsidiaries............ - - - -- - 436,626
Commitments and
Contingencies
Shareholders' Equity...... 4,924,280 142,42 2 142,422 410,053 2,994,954 (
$7,733,171 $142,42 2 $401,936 $707,130 $4,165,043 $(
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INUED)

SSIFICATIONS
IMINATIONS CONSOLIDATED

- $ 51,886
- 527,687
- 109,204

- 78,004

-- 189,252
3,689,851) -

3,689,851)  $9,459,851

-- $ 214,288

- 317,947

- 1,120,609
- 125,453

- 3,507
- 158,326

3,689,851)  $9,459,851




APACHE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

CONDENSED CONSOLIDATING BALANCE SHEET
FOR THE YEAR ENDED DECEMBER 31, 2001

APACHE APACH
CORPORATION NORTH AM

ASSET
Current Assets:
Cash and cash
equivalents............ $ 6,383 $
Receivables.............. 94,881
Inventories.............. 17,024
Advances to oil and gas
ventures and others.... 24,644
Short-term investments... --
142,932
Property and Equipment,
[N\ [=] S, 3,098,485

Other Assets:
Intercompany receivable,
[11] PP 1,426,455
Goodwill, net............ -
Equity in affiliates..... 2,566,969 103,5
Deferred charges and
other.................. 27,688

$7,262,529  $103,5

LIABILITIES AND SHAR
Current Liabilities:
Accounts payable......... $ 75164 $
Other accrued expenses... 165,858

Long-Term Debt............. 1,605,201
Deferred Credits and Other
Noncurrent Liabilities:
Income taxes............. 696,441
Advances from gas
purchasers

Preferred Interests of
Subsidiaries............. --

Commitments and
Contingencies
Shareholders' Equity....... 4,418,483 103,5

$7,262,529  $103,5

RECLASSIFICATIONS
& ELIMINATIONS CO
(IN THOUSANDS
ASSETS
Current Assets:
Cash and cash
equivalents............ $ - $
Receivables...
Inventories.............. --
Advances to oil and gas
ventures and others.... -

ALL OTHER
APACHE APACHE SUBSIDIARIES OF
E FINANCE FINANCE APACHE
ERICA AUSTRALIA CANADA CORPORATION

(IN THOUSANDS)

- $ 2 % - $ 29240
- - - 309,912
- - - 85,512

- - - 27,201
- - ~ 102,950

-- 2 -- 554,815

4,914,587

- (25) (251,025) (1,175,405)
- - - 188,812
77 369,601 1,082,328  (812,827)

- -- 2,564 3,771

77  $369,668 $ 833,867 $3,673,753

EHOLDERS' EQUITY

- $ - $ - $ 104614
—~ 2599 1,246 172,977

-- 2,599 1,246 277,591

-~ 268615 296,988 73,553
- (5123) 18 300,387

- - - 14,570

- (5123) 18 314,957

- - - 440,683

i 103,577 535,615 2,566,969

77  $369,668 $ 833,867 $3,673,753

35,625
404,793
102,536

51,845



Short-term investments... --

Other Assets:
Intercompany receivable,

(215 SO -
Goodwill, net -
Equity in affiliates..... (3,309,738)
Deferred charges and

other................. -

$(3,309,738) %

LIABILITIES AND SHARE

EQUITY
Current Liabilities:
Accounts payable......... $ - $
Other accrued expenses... --
Long-Term Debt . --

Deferred Credits and Other
Noncurrent Liabilities:
Income taxes............. --
Advances from gas

Preferred Interests of
Subsidiaries............. --

Commitments and
Contingencies
Shareholders' Equity....... (3,309,738)

HOLDERS'

179,778
342,680

991,723

140,027
175,925
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SHAREHOLDER INFORMATION

Stock Data

* Per share prices have been adjusted to reflectfiiects of the ten percent stock dividend in 280d the five percent stock dividend in 2(
** The amounts in the chart have been adjusteéfiect the ten percent stock dividend in 2001 dnadfive percent stock dividend in 2002.

The Company has paid cash dividends on its commuak $or 36 consecutive years through DecembeBQ2. During 2000, the Company
changed the dividend payment schedule on its constumk from a quarterly basis to an annual basiggver, during 2001, the Company
implemented a return to a quarterly dividend payinsehedule beginning in 2002. Future dividend payeill depend upon the Company's

Dividends
Price Range* Share*

HIGH LOW DECLARED

2002

First Quarter........ $55.43 $42.25 $.095
Second Quarter....... 57.23 50.07 .095
Third Quarter........ 57.13 4292 .095

Fourth Quarter....... 57.75 47.09 .095
2001

First Quarter........ $63.10 $46.93 $ --

Second Quarter....... 57.84 41.60 --
Third Quarter........ 47.09 33.12 .242
Fourth Quarter....... 47.73 35.14 .095

level of earnings, financial requirements and otleégvant factors.

Apache common stock is listed on the New York ahtt&go stock exchanges (symbol APA). At Decembe2B02, the Company's shares
of common stock outstanding were held by approxage®,000 shareholders of record and 104,000 beiakfiwners. Also listed on the New

York Stock Exchange are:

o the Company's 9.25% notes, due 2002

(symbol APA 02)

0 Apache Finance Canada's 7.75% notes, due 208 @WPA 29)

CORPORATE OFFICES
One Post Oak Central

2000 Post Oak Boulevard
Suite 100

Houston, Texas 77056-4400
(713) 296-6000

INDEPENDENT PUBLIC ACCOUNTANTS

Ernst & Young LLP

Five Houston Center

1401 McKinney Street, Suite 1200
Houston, Texas 77010-2007

STOCK TRANSFER AGENT AND REGISTRAR
Wells Fargo Bank Minnesota, N.A.

Attn: Shareowner Services
P.O. Box 64854

South St. Paul, Minnesota 55164-0854

(651) 450-4064 or (800) 468-9716

Communications concerning the transfer of shaoss$,dertificates, dividend checks, duplicate mg#ior change of address should be

directed to the stock transfer agent.

DIVIDEND REINVESTMENT PLAN

Shareholders of record may invest their dividendsmatically in additional shares of Apache commtuotk at the market price. Participants
may also invest up to an additional $5,000 in Ageshares each quarter through this service. Ak lsarnvice fees and brokerage
commissions on purchases are paid by Apache. Aopobss describing the terms of the Plan and aroaa#tion form may be obtained from
the Company's stock transfer agent, Wells FargkB&éinnesota, N.A

242



ANNUAL MEETING

Apache will hold its annual meeting of sharehold®rsThursday, May 1, 2003, at 10 a.m. in the BatinpDoubletree Hotel at Post Oak, 2!
Post Oak Boulevard, Houston, Texas. Apache plamgtbcast the annual meeting live; connect thrahghApache web site:
http://www.apachecorp.com.

STOCK HELD IN "STREET NAME"

The Company maintains a direct mailing list to eagbhat shareholders with stock held in brokerag®ants receive information on a timely
basis. Shareholders wanting to be added to thisHisuld direct their requests to Apache's Pulilit laternational Affairs Department, 2000
Post Oak Boulevard, Suite 100, Houston, Texas, G-243®0, by calling (713) 296-6157 or by registeramgApache's web site:
http://www.apachecorp.com.

FORM 10-K REQUEST
Shareholders and other persons interested in ahgaiwithout cost, a copy of the Company's FornmKlfiled with the Securities and

Exchange Commission may do so by writing to ChefPé&per, Corporate Secretary, 2000 Post Oak Baule8aite 100, Houston, Texas,
77056-4400.

INVESTOR RELATIONS

Shareholders, brokers, securities analysts orgimrthanagers seeking information about the Compaaywelcome to contact Robert J. Dye,
Vice President of Investor Relations, at (713) 8862.

Members of the news media and others seeking irdtiom about the Company should contact Apache'tidPaid International Affairs
Department at (713) 296-6107.

WEB SITE: http://www.apachecorp.cc
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NO.

2.2

2.3

3.1

3.2

4.1

4.2

4.3

4.4

10.1

10.2

INDEX TO EXHIBITS

DESCRIPTION

Agreement and Plan of Merger among
Acquisitions, Inc. and The Phoenix
dated March 27, 1996 (incorporated
2.1 to Registrant's Registration St
Registration No. 333-02305, filed A

Purchase and Sale Agreement by and
Production Inc., as seller, and Reg
January 11, 2003 (incorporated by r
to Registrant's Current Report on F
13, 2003, SEC File No. 1-4300).

Sale and Purchase Agreement by and
Operating Company Limited, as selle
Limited, as buyer, dated January 11
reference to Exhibit 2.2 to Registr
Form 8-K, dated January 13, 2003, S

Restated Certificate of Incorporati
December 16, 1999, as filed with th
Delaware on December 17, 1999 (inco
Exhibit 99.1 to Registrant's Curren
dated December 17, 1999, SEC File N

Bylaws of Registrant, as amended Ma
by reference to Exhibit 3.1 to Regi
on Form 10-Q for the quarter ended
No. 1-4300).

Form of Certificate for Registrant'
(incorporated by reference to Exhib
Annual Report on Form 10-K for year
SEC File No. 1-4300).

Form of Certificate for Registrant'
Preferred Stock, Series B (incorpor
Exhibit 4.2 to Amendment No. 2 on F
Current Report on Form 8-K, dated A
No. 1-4300).

Form of Certificate for Registrant'
Convertible Equity Securities, Conv
Series C (incorporated by reference
Amendment No. 1 on Form 8-K/A to Re
on Form 8-K, dated April 29, 1999,

Rights Agreement, dated January 31,
and Norwest Bank Minnesota, N.A., r
the declaration of a rights dividen
shareholders of record on January 3
reference to Exhibit (a) to Registr
Statement on Form 8-A, dated Januar
1-4300).

Credit Agreement, dated June 12, 19
lenders named therein, Morgan Guara
Global Documentation Agent and U.S.
First National Bank of Chicago, as
NationsBank of Texas, N.A., as Co-A
Switzerland, Houston Agency, as Co-
Manhattan Bank, as Global Administr
by reference to Exhibit 10.1 to Reg
on Form 8-K, dated June 13, 1997, S

Form of Credit Agreement, dated as
Registrant, the Lenders named there
as Global Administrative Agent, Ban
Global Syndication Agent, Citibank,
Documentation Agent, Bank of Americ
Bank, National Association, as U.S.
and Citibank, N.A. and Union Bank o
U.S. Co-Documentation Agents (exclu
schedules) (incorporated by referen
Registrant's Quarterly Report on Fo
ended June 30, 2002, SEC File No. 1

Registrant, YPY

Resource Companies, Inc.,
by reference to Exhibit
atement on Form S-4,

pril 5, 1996).

between BP Exploration &
istrant, as buyer, dated
eference to Exhibit 2.1
orm 8-K, dated January

between BP Exploration
r, and Apache North Sea
, 2003 (incorporated by
ant's Current Report on
EC File No. 1-4300).

on of Registrant, dated

e Secretary of State of
rporated by reference to
t Report on Form 8-K,

0. 1-4300).

y 2, 2002 (incorporated
strant's Quarterly Report
March 31, 2002, SEC File

s Common Stock
it 4.1 to Registrant's
ended December 31, 1995,

s 5.68% Cumulative

ated by reference to

orm 8-K/A to Registrant's
pril 18, 1998, SEC File

s Automatically

ersion Preferred Stock,
to Exhibit 99.8 to
gistrant's Current Report
SEC File No. 1-4300).
1996, between Registrant
ights agent, relating to

d to Registrant's common
1, 1996 (incorporated by
ant's Registration

y 24, 1996, SEC File No.

97, among Registrant, the
nty Trust Company, as
Syndication Agent, The
U.S. Documentation Agent,
gent, Union Bank of
Agent, and The Chase
ative Agent (incorporated
istrant's Current Report
EC File No. 1-4300).

of June 3, 2002, among

in, JPMorgan Chase Bank,
k of America, N.A., as
N.A., as Global

a, N.A. and Wachovia
Co-Syndication Agents,

f California, N.A., as

ding exhibits and

ce to Exhibit 10.2 to

rm 10-Q for the quarter
-4300).



EXHIBIT

NO. DESCRIPTION

10.3 -- Form of 364-Day Credit Agreement, d ated as of June 3, 2002,
among Registrant, the Lenders named therein, JPMorgan Chase
Bank, as Global Administrative Agen t, Bank of America, N.A.,
as Global Syndication Agent, Citiba nk, N.A., as Global
Documentation Agent, Bank of Americ a, N.A. and BNP Paribas,
as 364-Day Co-Syndication Agents, a nd Deutsche Bank AG, New
York Branch, and Societe Generale, as 364-Day
Co-Documentation Agents (excluding exhibits and schedules)
(incorporated by reference to Exhib it 10.3 to Registrant's
Quarterly Report on Form 10-Q for t he quarter ended June 30,
2002, SEC File No. 1-4300).

10.4 -- Credit Agreement, dated June 12, 19 97, among Apache Canada
Ltd., a wholly-owned subsidiary of the Registrant, the
Lenders named therein, Morgan Guara nty Trust Company, as
Global Documentation Agent, Royal B ank of Canada, as
Canadian Documentation Agent, The C hase Manhattan Bank of
Canada, as Canadian Syndication Age nt, Bank of Montreal, as
Canadian Administrative Agent, and The Chase Manhattan Bank,
as Global Administrative Agent (inc orporated by reference to
Exhibit 10.2 to Registrant's Curren t Report on Form 8-K,
dated June 13, 1997, SEC File No. 1 -4300).

10.5 -- Form of Credit Agreement, dated as of June 3, 2002, among
Apache Canada Ltd, a wholly-owned s ubsidiary of Registrant,
the Lenders named therein, JPMorgan Chase Bank, as Global
Administrative Agent, Bank of Ameri ca, N.A., as Global
Syndication Agent, Citibank, N.A., as Global Documentation
Agent, Royal Bank of Canada, as Can adian Administrative
Agent, The Bank of Nova Scotia and The Toronto-Dominion
Bank, as Canadian Co-Syndication Ag ents, and BNP Paribas
(Canada) and Bayerische Landesbank Girozentrale, as Canadian
Co-Documentation Agents (excluding exhibits and schedules)
(incorporated by reference to Exhib it 10.4 to Registrant's
Quarterly Report on Form 10-Q for t he quarter ended June 30,
2002, SEC File No. 1-4300).

10.6 -- Credit Agreement, dated June 12, 19 97, among Apache Energy
Limited and Apache Oil Australia Pt y Limited, wholly-owned
subsidiaries of the Registrant, the Lenders named therein,
Morgan Guaranty Trust Company, as G lobal Documentation
Agent, Bank of America National Tru st and Savings
Association, Sydney Branch, as Aust ralian Documentation
Agent, The Chase Manhattan Bank, as Australian Syndication
Agent, Citisecurities Limited, as A ustralian Administrative
Agent, and The Chase Manhattan Bank , as Global
Administrative Agent (incorporated by reference to Exhibit
10.3 to Registrant's Current Report on Form 8-K, dated June
13, 1997, SEC File No. 1-4300).

10.7 -- Form of Credit Agreement, dated as of June 3, 2002, among
Apache Energy Limited, a wholly-own ed subsidiary of
Registrant, the Lenders named there in, JPMorgan Chase Bank,
as Global Administrative Agent, Ban k of America, N.A., as
Global Syndication Agent, Citibank, N.A., as Global
Documentation Agent, Citisecurities Limited, as Australian
Administrative Agent, Bank of Ameri ca, N.A., Sydney Branch,
and Deutsche Bank AG, Sydney Branch , as Australian Co-
Syndication Agents, and Royal Bank of Canada and Bank One,
NA, Australia Branch, as Australian Co-Documentation Agents
(excluding exhibits and schedules) (incorporated by
reference to Exhibit 10.5 to Regist rant's Quarterly Report
on Form 10-Q for the quarter ended June 30, 2002, SEC File
No. 1-4300).

10.8 -- Concession Agreement for Petroleum Exploration and
Exploitation in the Khalda Area in Western Desert of Egypt
by and among Arab Republic of Egypt , the Egyptian General
Petroleum Corporation and Phoenix R esources Company of
Egypt, dated April 6, 1981 (incorpo rated by reference to
Exhibit 19(g) to Phoenix's Annual R eport on Form 10-K for
year ended December 31, 1984, SEC F ile No. 1-547).

10.9 -- Amendment, dated July 10, 1989, to Concession Agreement for
Petroleum Exploration and Exploitat ion in the Khalda Area in
Western Desert of Egypt by and amon g Arab Republic of Egypt,
the Egyptian General Petroleum Corp oration and Phoenix
Resources Company of Egypt incorpor ated by reference to
Exhibit 10(d)(4) to Phoenix's Quart erly Report on Form 10-Q

for quarter ended June 30, 1989, SE C File No. 1-547).



EXHIBIT

NO.

10.11

10.12

10.13

10.14

+10.15

+10.16

+10.17

+*10.18

+10.19

+*10.20

+10.21

+10.22

DESCRIPTION

-~ Farmout Agreement, dated September
the Khalda Area Concession, by and
Company of Egypt and Conoco Khalda
reference to Exhibit 10.1 to Phoeni
Statement on Form S-1, Registration
October 23, 1985).

-- Amendment, dated March 30, 1989, to
relating to the Khalda Area Concess
Phoenix Resources Company of Egypt
Inc(incorporated by reference to Ex
Phoenix's Quarterly Report on Form
June 30, 1989, SEC File No. 1-547).

-~ Amendment, dated May 21, 1995, to C
Petroleum Exploration and Exploitat
Western Desert of Egypt between Ara
Egyptian General Petroleum Corporat
Egipto S.A., Phoenix Resources Comp
Corporation (incorporated by refere
Registrant's Annual Report on Form
December 31, 1997, SEC File No. 1-4

--  Concession Agreement for Petroleum
Exploitation in the Qarun Area in W
between Arab Republic of Egypt, the
Petroleum Corporation, Phoenix Reso
and Apache Oil Egypt, Inc., dated M
by reference to Exhibit 10(b) to Ph
Form 10-K for year ended December 3
1-547).

-- Agreement for Amending the Gas Pric
Concession Agreement for Petroleum
Exploitation in the Qarun Area, eff
(incorporated by reference to Exhib
Annual Report on Form 10-K for year
SEC File No. 1-4300).

-~ Apache Corporation Corporate Incent
(Senior Officers' Plan), dated July
by reference to Exhibit 10.13 to Re
on Form 10-K for year ended Decembe
1-4300).

--  Apache Corporation Corporate Incent
(Strategic Objectives Format), date
(incorporated by reference to Exhib
Annual Report on Form 10-K for year
SEC File No. 1-4300).

-- Apache Corporation 401(k) Savings P
(incorporated by reference to Exhib
Quarterly Report on Form 10-Q for t
September 30, 2002, SEC File No. 1-

-- Amendment to Apache Corporation 401
January 27, 2003, effective as Janu

--  Apache Corporation Money Purchase R
August 1, 2002 (incorporated by ref
Registrant's Quarterly Report on Fo
ended September 30, 2002, SEC File
-~ Amendment to Apache Corporation Mon
Plan, dated January 27, 2003, effec
2003.

-- Non-Qualified Retirement/Savings PI
restated as of January 1, 1997, and
of January 1, 1997, January 1, 1998
(incorporated by reference to Exhib
Annual Report on Form 10-K for year
SEC File No. 1-4300).

--  Amendment to Non-Qualified Retireme
Corporation, dated February 22, 200
January 1, 1999 (incorporated by re
Registrant's Registration Statement
Registration No. 333-31092, filed F
Amendment dated July 27, 2000 (inco
Exhibit 4.8 to Amendment No. 1 to R
Statement on Form S-8, Registration
August 18, 2000).

13, 1985 and relating to
between Phoenix Resources
Inc(incorporated by

X's Registration

No. 33-1069, filed

Farmout Agreement
ion, by and between
and Conoco Khalda
hibit 10(d)(5) to

10-Q for quarter ended

oncession Agreement for
ion in the Khalda Area in
b Republic of Egypt, the
ion, Repsol Exploracion
any of Egypt and Samsung
nce to exhibit 10.12 to
10-K for year ended

300).

Exploration and

estern Desert of Egypt,
Egyptian General

urces Company of Qarun
ay 17, 1993 (incorporated
oenix's Annual Report on
1, 1993, SEC File No.

ing Provisions under the
Exploration and

ective June 16, 1994

it 10.18 to Registrant's
ended December 31, 1996,

ive Compensation Plan A
16, 1998 (incorporated
gistrant's Annual Report
r 31, 1998, SEC File No.

ive Compensation Plan B

d July 16, 1998

it 10.14 to Registrant's
ended December 31, 1998,

lan, dated August 1, 2002
it 10.1 to Registrant's

he quarter ended

4300).

(k) Savings Plan, dated
ary 1, 2003.

etirement Plan, dated
erence to Exhibit 10.2 to
rm 10-Q for the quarter
No. 1-4300).

ey Purchase Retirement
tive as of January 1,

an of Apache Corporation,
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on Form S-8,

ebruary 25, 2000); and
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+10.24

+10.25

+*10.26

+10.27

+10.28

+10.29

+10.30

+10.31

+10.32

+10.33

+10.34

+10.35

+10.36

+10.37

DESCRIPTION
--  Amendment to Non-Qualified Retireme
Corporation, dated August 3, 2001,
1, 2000 and July 1, 2001 (incorpora
Exhibit 10.13 to Registrant's Quart
for the quarter ended June 30, 2001
-- Apache Corporation 1990 Stock Incen
restated September 13, 2001 (incorp
Exhibit 10.01 to Registrant's Quart
for the quarter ended September 30,
1-4300).
-- Apache Corporation 1995 Stock Optio
restated September 13, 2001 (incorp
Exhibit 10.02 to Registrant's Quart
for the quarter ended September 30,
1-4300).
-~ Apache Corporation 2000 Share Appre
and restated February 5, 2003, effe
2003.
-~ Apache Corporation 1996 Performance
amended and restated September 13,
reference to Exhibit 10.03 to Regis
on Form 10-Q for the quarter ended
File No. 1-4300).
-- Apache Corporation 1998 Stock Optio
restated September 13, 2001 (incorp
Exhibit 10.04 to Registrant's Quart
for the quarter ended September 30,
1-4300).
-- Apache Corporation 2000 Stock Optio
restated March 5, 2003 (incorporate
4.5 to Registrant's Registration St
Registration No. 333-103758, filed
-- 1990 Employee Stock Option Plan of
Companies, Inc., as amended through
effective April 9, 1990 (incorporat
Exhibit 10.33 to Registrant's Annua
year ended December 31, 1996, SEC F
-~ Apache Corporation Income Continuan
restated May 3, 2001 (incorporated
10.30 to Registrant's Annual Report
year ended December 31, 2001, SEC F
-- Apache Corporation Deferred Deliver
restated December 18, 2002, effecti
(incorporated by reference to Exhib
Amendment No. 2 to Registrant's Reg
Form S-8, Registration No. 333-3109
--  Apache Corporation Executive Restri
amended and restated December 18, 2
2, 2002 (incorporated by reference
Post-Effective Amendment No. 1 to R
Statement on Form S-8, Registration
December 30, 2002).
-- Apache Corporation Non-Employee Dir
Plan, as amended and restated Decem
(incorporated by reference to Exhib
Annual Report on Form 10-K for year
SEC File No. 1-4300).
-- Apache Corporation Outside Director
amended and restated May 3, 2001 (i
to Exhibit 10.08 to Registrant's Qu
10-Q for the quarter ended June 30,
1-4300).
-~ Apache Corporation Equity Compensat
Directors, as amended and restated
by reference to Exhibit 10.09 to Re
Report on Form 10-Q for the quarter
File No. 1-4300).
-~ Amended and Restated Employment Agr
1990, between Registrant and Raymon
reference to Exhibit 10.39 to Regis
Form 10-K for year ended December 3
1-4300).
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ted by reference to
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, SEC File No. 1-4300).
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* Filed herewith.

+ Management contracts or compensatory plans angements required to be filed herewith pursuahtta 15 hereot

EXHIBIT

NO. DESCRIPTION

+10.38 -- First Amendment, dated April 4, 199
Agreement between Registrant and Ra
by reference to Exhibit 10.40 to Re
on Form 10-K for year ended Decembe
1-4300).

+10.39 -- Amended and Restated Employment Agr
20, 1990, between Registrant and Jo
by reference to Exhibit 10.10 to Re
on Form 10-K for year ended Decembe
1-4300).

+10.40 -- Employment Agreement, dated June 6,
and G. Steven Farris (incorporated
10.6 to Registrant's Annual Report
ended December 31, 1989, SEC File N

+10.41 -- Amended and Restated Conditional St
dated June 6, 2001, between Registr
(incorporated by reference to Exhib
Quarterly Report on Form 10-Q for t
2001, SEC File No. 1-4300).

10.42 -- Amended and Restated Gas Purchase A
1, 1998, by and among Registrant an
Corporation, as seller, and Produce
as buyer (incorporated by reference
Registrant's Current Report on Form
1998, SEC File No. 1-4300).

10.43 -- Deed of Guaranty and Indemnity, dat
by Registrant in favor of BP Explor
Limited (incorporated by reference
Report on Form 8-K, dated January 1

1-4300).

*12.1 -- Statement of Computation of Ratios
Charges and Combined Fixed Charges
Dividends

*21.1 -- Subsidiaries of Registrant

*23.1 -- Consent of Ernst & Young LLP
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*99.1 -- Certification of Chief Executive Of
Officer

6, to Restated Employment
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EXHIBIT 10.18

Amendment
To
Apache Corporation 401(k) Savings Plan

Apache Corporation ("Apache") maintains the ApaCleporation 401(k) Savings Plan (the "Plan"). Iotem 10.4 of the Plan, Apache
reserved the right to amend the Plan from timéne t Apache hereby exercises such right as folltwyseplacing the last part of Appendix
beginning with the paragraph labelled "Acquisitigngith the following, effective as of January D(3.

ACQUISITIONS

A Period of Service for vesting purposes for a Newployee (listed below) shall be determined bytinggall periods of employment with t
Former Employer Controlled Group as periods of @yplent with Apache. The "Former Employer Contro&eup" means the Former
Employer (listed below), its predecessor compasyéaad any business while such business was traatadingle employer with the Former
Employer or predecessor company pursuant to Cadmsel14(b), 414(c), 414(m), or 414(0).

Any special provisions that apply to a New Emplogkell also be listed in the chart below.

The following individuals are "New Employees" ahé following companies are "Former Employers":

Former Employer New Employees
Hadson Energy Resources Corporation All individuals employed by HERC or HEL on
("HERC") and Hadson Energy November 12, 1993.

Limited ("HEL")

Crystal Oil Company ("Crystal") All individuals hired from Crystal or related
companies within a week of the closing date on
an asset purchase that was originally scheduled
to close on December 31, 1994.

Texaco Exploration & Production, Inc. All individuals hired from TEPI or Inc.
("TEPI") related companies in late February
and early March 1995 in connection with an
acquisition of assets from TEPI.

The Phoenix Resource Companies, All individuals hired by Apache in 1996 who were
Inc. ("Phoenix") Phoenix employees on May 20, 1996.
Crescendo Resources, L.P. All individuals hired from April 30, 2000
("Crescendo") through June 1, 2000 from Crescendo and

related companies in
connection with an April
30, 2000 asset acquisition
from Crescendo.
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Former Employer

Collins & Ware ("C&W") and
Longhorn Disposal, Inc. ("Longhorn")

Occidental Petroleum Corporation
("Oxy")

Private company ("Private")

New Employees
All individuals hired from C&W and Longhorn
and related companies in connection with
a May 23, 2000 asset acquisition from C&W and
Longhorn.

All individuals hired from Oxy and related
companies in connection with an August 2000
asset acquisition from an Oxy subsidiary.

All individuals hired in January 2003

from Private and related companies in connection
with an acquisition of certain property in
Louisiana effective as of December 1, 2002.
Each such individual shall be eligible to make
Participant Before-Tax Contributions as of the
day he becomes a Covered Employee.

EXECUTED this 27th day of January 2003.
APACHE CORPORATION

By: /sl Jeffrey M Bender

Name: Jeffrey M Bender
Title: Vice President, Human Resources



EXHIBIT 10.20

Amendment
To

Apache Corporation Money Purchase Retirement Plan

Apache Corporation ("Apache") maintains the ApaClogporation Money Purchase Retirement Plan (thar'l In section 9.4 of the Plan,
Apache reserved the right to amend the Plan frome tb time. Apache hereby exercises such rightlasafs, by replacing the chart at the end
of Appendix C with the following chart, effective af January 1, 2003.

Former Employer New Employees

Crescendo Resources, L.P. ("Crescendo") All individuals hired from April 30, 2000 through
June 1, 2000 from Crescendo and related
companies in connection with an April 30, 2000
asset acquisition from Crescendo.

Collins & Ware ("C&W") and Longhorn All individuals hired from C&W, Longhorn, and
Disposal, Inc. ("Longhorn") related companies in connection with a May 23,
2000 asset acquisition from C&W and Longhorn.

Occidental Petroleum Corporation ("Oxy") All individuals hired from Oxy and related
companies in connection with an August 2000
asset acquisition from an Oxy subsidiary.

Private company ("Private") All individuals hired in January 2003 from Private
and related companies in connection with an asset
acquisition of certain property in Louisiana
effective as of December 1, 2002.

EXECUTED this 27th day of January 2003.
APACHE CORPORATION

By: /sl Jeffrey M Bender

Name: Jeffrey M Bender
Title: Vice President, Human Resources
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EXHIBIT 10.26
APACHE CORPORATION

2000 SHARE APPRECIATION PLAN
"120 BY '04"

(AS AMENDED AND RESTATED FEBRUARY 5, 2003, EFFECTE/AS OF MARCH 12, 2003



Section 1 - Introduction................cccccen.

1.1 Establishment.......................

1.2 Purposes.......cccccccevviniinne
Section 2 - Definitions.........ccccccvvvveeeenn.

2.1 Definitions............ccccvvvnnes

2.2 Headings; Gender and Number.........
Section 3 - Plan Administration....................
Section 4 - Stock Subject to the Plan..............

4.1 Number of Shares...................

4.2 Other Shares of Stock..

4.3  Certain Adjustments.................
Section 5 - Reorganization or Liquidation..........
Section 6 - Grant of Plan Units....................

6.1 GrantS.....cccccevveeeeeeneneenennn.

6.2  Grant Agreements..........cccceeee.n

6.2.1 Grant Terms................

6.2.2 Payment of Payout Amounts..

6.3  Termination of Employment, Death, Di

6.4  Payment and Tax Withholding.........
6.5  Subsequent Grant Agreements.........
6.6  Stockholder Privileges..............

6.7 Limitations on Stock Issuable to Off
6.8 Deferral of Income..................

TABLE OF CONTENTS

o ©

WWNNN PP



Section 7 - Change of Control......................
7.1 In General..........ccoceeeeennee.
7.2 Limitation on Payments
7.3 Definition..........ccccoevvinnene.
Section 8 - Rights of Employees, Participants......
8.1 Employment...........

8.2  Non-transferability
Section 9 - Other Employee Benefits................

Section 10 - Plan Amendment, Modification and Termi

Section 11 - Requirements of Law...................
11.1 Requirements of Law.................
11.2  Section 16 Requirements.............
11.3 Governing Law...........ccccueeee.

Section 12 - Duration of the Plan..................

(el e))



APACHE CORPORATION
2000 SHARE APPRECIATION PLAN
(AS AMENDED AND RESTATED FEBRUARY 5, 2003, EFFECTB/AS OF MARCH 12, 2003)

SECTION 1
INTRODUCTION

1.1 Establishment. Apache Corporation, a Delawarparation (hereinafter referred to, together vitshAffiliated Corporations (as defined
below) as the "Company" except where the contéwratise requires), hereby established the ApaclpdZation 2000 Share Appreciation
Plan (the "Plan"), effective as of October 12, 2000

1.2 Purposes. The primary purpose of this Plan fedus the energies of the Company's employeeasgoificantly increasing shareholder
wealth through stock price appreciation to shareeprof $87, $104 and $156 and a doubling of they@my's currently projected oil and gas
production per share for calendar year 2000 (asséef] for (i) the Company's ten-percent stock @na] record date December 31, 2001,
payable January 21, 2002, and (ii) the Compamyésgiercent stock dividend, record date March 1932@ayable April 2, 2003). The share
price goals of this Plan seek to increase sharehaldalth by approximately $5.2 to $7.8 billionldad with the Company's employees
sharing in approximately three percent of the aoliitl shareholder value created. The productionh iga#esigned to inspire the Company's
employees to significantly improve the one fact@ttis most within the control of the Company, pratibn, and that is involved in
determining the Company's earnings per share astuftawv per share. Additional purposes of this Riatude the retention of existing key
employees and as an additional inducement in traiteent of talented personnel in a competitiveirmmment.

SECTION 2
DEFINITIONS
2.1 Definitions. The following terms shall have theanings set forth below:

"Affiliated Corporation" means any corporation @her entity (including but not limited to a partebip) which is affiliated with Apache
Corporation through stock ownership or otherwise igrtreated as a common employer under the
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provisions of Sections 414(b) and (c) or any susgesection(s) of the Internal Revenue Code.

"Base Salary" means, with regard to any Participsunth Participant's base compensation as an eswlifithe Company at the date of award
of a Plan Unit (except for the calculation of thelépendent Production Goal Amount, in which casadtite shall be the Independent
Production Goal Date), without regard to any bompesision, profit sharing, stock option, life insura or salary continuation plan which the
Participant either receives or is otherwise emtitehave paid on his behalf.

"Board" means the Board of Directors of the Company

"Category" means one of the three groupings ofiéaants in the Plan whose Plan Units representigie to receive the same multiple of
their base salary for each Payout Amount.

"Committee" means the Stock Option Plan Commitfethe Board or such other Committee of the Boaed ih empowered hereunder to
administer the Plan. The Committee shall be canstitat all times so as to permit the Plan to bmimidtered by "noremployee directors" (i
defined in Rule 16b-3 of the Securities Exchangecfd 934, as amended).

"Deferred Delivery Plan" means the Company's DefkiDelivery Plan, effective as of February 10, 2G0it may be amended from time to
time, or any successor plan.

"Eligible Employees" means those full-time emplayéacluding, without limitation, the Company's euéve officers), and certain part-time
employees, of the Company.

"Fair Market Value" means the closing price of 8teck as reported on The New York Stock Exchange,Composite Transactions
Reporting System ("Composite Tape") for a particdite. If there are no Stock transactions on slath, the Fair Market Value shall be
determined as of the immediately preceding datevluich there were Stock transactions.

"Final Amount” means with regard to any:

(a) Category | Participant, such number of shafédack (rounded down to the nearest full shareiptviequals two (2) times such
Participant's Base Salary divided by $156;



(b) Category Il Participant, such number of shafeStock (rounded down to the nearest full shafeirivequals one (1) times such
Participant's Base Salary divided by $156; and

(c) Category lll Participant, such number of shareStock (rounded down to the nearest full shatah equals 50 percent (.50) times such
Participant's Base Salary divided by $156;

which amount, in each case, shall be fixed andubject to adjustment due to market fluctuation.

"Final Price Threshold Date" means the last of Hhiyrading days (which need not be consecutivepdiany period of 30 consecutive
trading days occurring prior to January 1, 200%,Ami thereafter, on each of which 10 days theitpprice of the Stock as reported on the
Composite Tape equaled or exceeded $156 per s$htdre.above trading criteria are met more thaneptige first occurrence shall be deemed
to be the Final Price Threshold Date.

"Final Plan Unit" means an investment unit conéetinto the applicable Final Amount for a Partarnp upon occurrence of the Final Price
Threshold Date.

"Grant" has the meaning set forth in Section 6 difere
"Grant Agreement” has the meaning set forth iniSe@ hereof.
"Independent Production Goal Amount" means wittarddo any:

(a) Category | Participant, such number of shafé&tack (rounded down to the nearest full shareictviequals one and one half (1.5) times
such Participant's Base Salary divided by the Irddpnt Production Goal Price;

(b) Category Il Participant, such number of shafeStock (rounded down to the nearest full shatertvequals 75 percent (.75) times such
Participant's Base Salary divided by the IndepenBerduction Goal Price; and

(c) Category Il Participant, such number of shareStock (rounded down to the nearest full shat@th equals 37.5 percent (.375) times
such Participant's Base Salary divided by the leddpnt Production Goal Price;
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which amount, in each case, shall be fixed andsuabject to adjustment due to market fluctuation.

"Independent Production Goal Date" means the lagtod any fiscal quarter ending on or before Decem®i., 2004 during which fiscal
guarter the Company's average daily productiorc(taed on an annualized basis) equals or exce88darrels of oil equivalent per
outstanding share of Stock (calculated on a fullyted basis), as confirmed by the Company's inddpat auditors. If the above production
criterion is met more than once, the first occuceeshall be deemed to be the Independent Produstiah Date.

"Independent Production Goal Price" means the geedaily closing price of the Stock as reportedhenComposite Tape for the quarter
ending on the Independent Production Goal Date.

"Independent Production Goal Plan Unit" means aestment unit convertible into the applicable Inelegient Production Goal Amount for a
Participant upon occurrence of the IndependenturRtimh Goal Date.

"Initial Amount" means with regard to any:

(a) Category | Participant, such number of shafé&tack (rounded down to the nearest full sharelptviequals one (1) times such
Participant's Base Salary divided by $87;

(b) Category Il Participant, such number of sharfeStock (rounded down to the nearest full shateicivequals 50 percent (.50) times such
Participant's Base Salary divided by $87; and

(c) Category lll Participant, such number of shareStock (rounded down to the nearest full shatah equals 25 percent (.25) times such
Participant's Base Salary divided by $87;

which amount, in each case, shall be fixed andubject to adjustment due to market fluctuation.

"Initial Price Threshold Date" means the last of 40 trading days (which need not be consecutiveind any period of 30 consecutive
trading days occurring prior to January 1, 200%,Ami thereafter, on each of which 10 days theitpprice of the Stock as reported on the
Composite Tape equaled or exceeded $87 per shéne.dbove trading criteria are met more than ptheefirst occurrence shall be deemed
to be the Initial Price Threshold Date.



"Initial Plan Unit" means an investment unit cortil@e into the applicable Initial Amount for a Paipant upon occurrence of the Initial Price
Threshold Date.

"Internal Revenue Code" means the Internal Rev€uge of 1986, as it may be amended from time te.tim

"Participant” means an Eligible Employee designétgthe Committee from time to time during the texfithe Plan to receive one or more
grants of Plan Units under the Plan.

"Payout Amounts" means the Initial Amount, the Selary Amount, the Final Amount and/or the Independiroduction Goal Amount.
"Plan Units" means each of the Initial Plan Un8econdary Plan Units, Final Plan Units and/or Irtejent Production Goal Plan Units.

"Price Threshold Date" means the Initial Price Bhiidd Date, the Secondary Price Threshold DateF it Price Threshold Date and/or the
Independent Production Goal Date, as the contextrewuire.

"Secondary Amount" means with regard to any:

(a) Category | Participant, such number of shafédack (rounded down to the nearest full shareiptvequals three (3) times such
Participant's Base Salary divided by $104;

(b) Category Il Participant, such number of sharfeStock (rounded down to the nearest full shateicivequals one and one half (1.5) times
such Participant's Base Salary divided by $104; and

(c) Category lll Participant, such number of shareStock (rounded down to the nearest full shatah equals 75 percent (.75) times such
Participant's Base Salary divided by $104;

which amount, in each case, shall be fixed anduabject to adjustment due to market fluctuation.
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"Secondary Price Threshold Date" means the laahpfl0 trading days (which need not be consecutiveipg any period of 30 consecutive
trading days occurring prior to January 1, 200%,Ami thereafter, on each of which 10 days theitpprice of the Stock as reported on the
Composite Tape equaled or exceeded $104 per shtre.above trading criteria are met more thanegtice first occurrence shall be deemed
to be the Secondary Price Threshold Date.

"Secondary Plan Unit" means an investment unit edible into the applicable Secondary Amount féteaticipant upon occurrence of the
Secondary Price Threshold Date.

"Stock" means the $1.25 par value Common Stockeflompany.
"Stock Units" means investment units under the BeteDelivery Plan, each of which is deemed todpgvalent to one share of Stock.

2.2 Headings; Gender and Number. The headingsioedtin the Plan are for reference purposes ordystiall not affect in any way the
meaning or interpretation of the Plan. Except wbihrerwise indicated by the context, the masculieredgr shall also include the feminine
gender, and the definition of any term herein im$imgular shall also include the plural.

SECTION 3
PLAN ADMINISTRATION

The Plan shall be administered by the Committeactrordance with the provisions of the Plan, thenfitee shall, in its sole discretion,
adopt rules and regulations for carrying out thppaes of the Plan, including, without limitati@electing the Participants from among the
Eligible Employees and the Category of participafior each Participant, appointing designees ontsg@vho need not be members of the
Committee or employees of the Company) to assssCibmmittee with the administration of the Plard astablish such other terms and
requirements as the Committee may deem necessdssivable and consistent with the terms of the . member of the Committee shall
be liable for any action or determination madeaodfaith. The determinations, interpretations atekr actions of the Committee pursuar
the provisions of the Plan shall be binding andctusive for all purposes and on all persons.
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SECTION 4
STOCK SUBJECT TO THE PLAN

4.1 Number of Shares. Subject to Sections 4.3 actid® 6.1 hereof, up to four million forty two tieand five hundred (4,042,500) shares of
Stock are authorized for issuance under the Plan apnversion of any Plan Units in accordance withPlan's terms and subject to such
restrictions or other provisions as the Committeg finom time to time deem necessary. Shares okStich may be issued pursuant to the
conversion of any Plan Units awarded hereundet beapplied to reduce the maximum number of shair&ock remaining available for

use under the Plan. The Company shall at all tiduemg the term of the Plan and while any Plan $aie outstanding retain as authorized
and unissued Stock and/or Stock in the Compargéstiry, at least the number of shares from tintient® required under the provisions of
Plan, or otherwise assure itself of its abilitypgrform its obligations hereunder.

4.2 Other Shares of Stock. Any shares of Stockatasubject to issuance upon conversion of a Btatwhich expires, is forfeited, is
cancelled, or for any reason is terminated, andshiayes of Stock that for any other reason arésaogd to a Participant or are forfeited shall
automatically become available for use under tla@ Pl

4.3 Certain Adjustments. If the Company shall at éime increase or decrease the number of itsandgtg shares of Stock (other than by
way of issuing Stock in a public or private offayifor cash or property) or change in any way tghats and privileges of such shares by m
of a Stock dividend or any other distribution ugarth shares payable in Stock, or through a Stditk sgbdivision, consolidation,
combination, reclassification or recapitalizationdlving the Stock or a subscription for shareStafck that has the effect of diluting the
Company's capital (hereinafter a "capital restmistyf), then for purposes of determining the ealfitent to payments under Section 6, (i) the
number of shares authorized for issuance undeStdision 4, and (ii) the $87 per share amount, $iHt4hare amount and $156 per share
amount referenced in

Section 1 and contained in the definitions setfamtSection 2 hereof and the amount of produatimyuired to attain the Independent
Production Goal shall be, in each case, equitafilypaoportionally adjusted to take into account eapital restructuring. Any adjustment
under this Section shall be made by the Committdese determination with regard thereto, includiigether any adjustment is needed, ¢
be final and binding upon all parties.



SECTION 5
REORGANIZATION OR LIQUIDATION

In the event that the Company is merged or conatadiwith another corporation and the Company igh®surviving corporation, or if all «
substantially all of the assets or more than 2@gqu@rof the outstanding voting stock of the Compiamcquired by any other corporation,
business entity or person, or in case of a reorgéinin (other than a reorganization under the dr8&ates Bankruptcy Code) or liquidation of
the Company, and if the provisions of Section ®&b&do not apply, the Committee, or the board cdators of any corporation assuming the
obligations of the Company, shall, as to the Plah@utstanding Plan Units either (i) make apprdemmaovision for the adoption and
continuation of the Plan by the acquiring or susoesorporation and for the protection of any hodd® such outstanding Plan Units by the
substitution on an equitable basis of appropriieksof the Company or of the merged, consolidatedtherwise reorganized corporation
which will be issuable with respect to the Stodlayided that no additional benefits shall be corgférupon the Participants holding such Plan
Units as a result of such substitution, or (ii)\pded that a Price Threshold Date has occurredy updten notice to the Participants, the
Committee may accelerate the vesting and payméeas ddthe entitlement to receive cash and Stodeuautstanding Plan Units so that all
such existing entitlements are paid prior to arghsevent. In the latter event, such acceleratiati shly apply to entitlements to cash and
Stock payable as the result of the occurrenceeofrtbst recent Price Threshold Date and shall nsulsh acceleration, deem the occurrence
of a Price Threshold Date that has not occurretheyate of the notice.

SECTION 6
GRANT OF PLAN UNITS

6.1 Grants. Each Participant may be awarded aaligitant (a "Grant") of Plan Units under this Planthe Committee, which Grant shall be
composed of one Initial Plan Unit, Secondary Plait,Urinal Plan Unit and Independent Production IGér@dt. The Committee, in its sole
discretion, may award additional Grants to anyiBigent in connection with such Participant's reag a significant increase in salary anc
a promotion within the Company. Each Grant awatgethe Committee shall be evidenced by a writtare@gent entered into by the
Company and the Participant to whom the Grant igrded (the "Grant Agreement”), which shall contaimterms and conditions set out in
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this Section 6, as well as such other terms anditions as the Committee may consider appropriate.

6.2 Grant Agreements. Each Grant Agreement entetedby the Company and each Participant shalligpetich Category applies for such
Participant and contain at least the following temnd conditions. In the event of any inconsistdyetyveen the provisions of the Plan and
any Grant Agreement, the provisions of the Pladi giozern.

6.2.1 Grant Terms. Each Grant Agreement shall egel¢he Grant of Plan Units and entitle the Paudict to receive the indicated Plan Units
which shall convert into the right to receive aditional payment of cash and issuance of Stock aperoccurrence of one or more of the
Price Threshold Dates, all as set forth below.

(a) If at any time prior to January 1, 2005, thigidhPrice Threshold Date occurs, the Participaay become entitled to receive a portion or
all of the Initial Amount payable to Participantssuch Category, as specified in the applicablentGkgreement, in accordance with the
payment schedule and as otherwise set out in $egti?2.

(b) If at any time prior to January 1, 2005, the@®wlary Price Threshold Date occurs, the Partitipay become entitled to receive a portion
or all of the Secondary Amount payable to Participan such Category, as specified in the apple@ant Agreement, in accordance with
the payment schedule and as otherwise set outciin8e5.2.2.

(c) If at any time prior to January 1, 2005, thedFiPrice Threshold Date occurs, the Participant beome entitled to receive a portion ot
of the Final Amount payable to Participants in sG@etiegory, as specified in the applicable Granteg&grent, in accordance with the payment
schedule and as otherwise set out in Section 6.2.2.

(d) If at any time prior to January 1, 2005, thddpendent Production Goal Date occurs, the Paatitimay become entitled to receive a
portion or all of the Independent Production Goaldunt payable to Participants in the same Categargpecified in the applicable Grant
Agreement, in accordance with the payment schezhdeas otherwise set out in Section 6.2.2.

6.2.2 Payment of Payout Amounts. Subject to theipians of Section 6.3, the Payout Amounts shalbagable in increments strictly in
accordance with the following schedule:



(a) The entitlement to receive the first ahed (1/3) of any Payout Amount shall vest on #pplicable Price Threshold Date and shall be
by the Company to the Participant within thirty Y8&ys of the applicable Price Threshold Date énrttanner set out in Section 6.4 below.

(b) The entitlement to receive the remainder of Bayout Amount shall vest and become payable ialgzarts on the dates occurring,
respectively, 12 months and 24 months after théicgipe Price Threshold Date, in the same propostiand amounts as set forth in Section
6.4 below, and shall be paid by the Company tdPdicipant within thirty (30) days of such dateany of the above dates is not a business
day during which the Company is open for busingssh date of vesting or payment shall be the liusiness date occurring immediately
thereafter.

(c) No Payout Amount or portion thereof shall bggizle under this Section 6.2.2 if the applicabled T hreshold Date has not occurred prior
to January 1, 2005.

6.3 Termination of Employment, Death, Disabilityc.eExcept as set forth below, each Grant Agreersieall state that each Grant, the Plan
Units received thereunder and the right to recaiwe payment thereunder upon conversion of the Bhits shall be subject to the condition
that the Participant has remained an Eligible Eygdofrom the initial award of a Grant until the bpgble vesting date as follows:

(a) If the Participant voluntarily leaves the enypient of the Company, or if the employment of tlaetieipant is terminated by the Company
for cause or otherwise, any Plan Units not previoosnverted and the right to receive any PayoubAnis not yet paid in accordance with
Section 6.2.2 shall thereafter be void and foréefta all purposes.

(b) If the Participant retires from employment witle Company on or after attaining age 60, thea@tParticipant shall be entitled to receive
the payments in Stock and cash in accordance \eithidh 6.2.2, provided that (i) such Participarg bertified in writing to the Committee |
commitment not to enter into full-time employmentaoconsulting arrangement with a competitor ofGleenpany, and (ii) the applicable
Price Threshold Date has occurred prior to theidtaint's last day of employment with the Compa®ych retired Participant shall not be
entitled to any payment which may arise due toottirrence of a Price Threshold Date after thecgffe date of such Participant's
retirement. If the retired Participant dies befreeiving all of the payments to which he or shenitled under this Section 6.3(b), such
payments shall be made to those entitled undenetired Participant's will or by the laws of descen
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and distribution. A failure of the Participant torsply with the undertaking of clause (i) above btaaid such Participant's right to payments
hereunder.

(c) If the Participant dies, or if the Participdicomes disabled (as determined pursuant to theo@uyts Long-Term Disability Plan or any
successor plan), while still employed, paymenttock and cash in accordance with

Section 6.2.2 shall be made to the disabled Ppatitior to those entitled under the Participaniflsowby the laws of descent and distributic
provided that the applicable Price Threshold Dat& dccurred prior to the earlier of such Particijsattisability or death. There shall be no
entittement to any payment, which may arise duiéooccurrence of a Price Threshold Date aftee#irBer of such Participant's disability or
death.

6.4 Payment and Tax Withholding. Each Grant Agregrmkall provide that, upon payment of any enti@trupon conversion of any Plan
Units, the Participant shall make appropriate ayeaments with the Company to provide for the amafimhiinimum tax withholding required
by Sections 3102 and 3402 or any successor sesfiofithe Internal Revenue Code and applicable stadl local income and other tax laws,
as follows:

(a) If upon the achievement of a Threshold Datectiedit rating of the Company's long term, unsedw@bt is at or above investment grade,
then each payment of the related Payout Amount Beahade in a proportion of cash and shares akStetermined by the Committee, sl
that the cash portion shall be sufficient to caberwithholding amount required by this Sectione Tlash portion of any payment of a Payout
Amount shall be based on the Fair Market Valuéhefghares of Stock on the business day immedipteteding the payment date. Such
portion shall be withheld by the Company to sategiplicable tax withholding requirements.
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(b) If upon the achievement of a Threshold DateGbepany's long term, unsecured debt has a cidigrbelow investment grade, the
Committee, in its sole discretion, may either (d\pde for the payment of the withholding amourguieed by this Section as set forth in
Subsection (a) above or (ii) specify that each paynof the related Payout Amount to a Participaninade only after the Participant has
made funds available to the Company sufficientaeec the withholding amount required by this Settibhe funds required by this
Subsection (b) may be obtained by the Participgmhbans of a loan from a securities broker or dealevhich case the Participant may
satisfy the requirements hereof by delivering ® @ompany an irrevocable instruction to such braoketealer to promptly deliver to the
Company, by wire transfer or certified or cashielieck, the funds necessary to meet the Participalligations hereunder and such delivery
instructions for the shares issuable to the Pagtiti as the broker or dealer may require. The tzlon of the funds to be provided by the
Participant under this paragraph shall be basati®fair Market Value of the shares of Stock tessaed to the Participant, on the business
day immediately preceding the payment date.

(c) Upon a request made to the Committee by adaatit, the proportion of cash and Stock as s#h farSubsection (a) above may be, but
need not be, changed by the Committee, in itsdiskzetion, to provide for, among other things,cgleor additional tax burdens on a
Participant but, in no event, shall the cash portibany payment exceed fifty percent (50%).

6.5 Subsequent Grant Agreements. Following the diwwBGrants in 2000, additional Participants maylesignated by the Committee for
grants of Plan Units thereafter subject to the stamas and conditions set forth above for initiedrgs except that the Committee, in its sole
discretion, may reduce the value of the Initial Amty Secondary Amount, Final Amount or Independotuction Goal Amount to which
subsequent Participants may become entitled anajpplicable Grant Agreement shall be modified feeot such reduction.

6.6 Stockholder Privileges. No Participant shalldhany rights as a stockholder with respect tosdares of Stock into which a Plan Unit is
convertible until the Participant becomes the hotifeecord of such Stock.

6.7 Limitations on Stock Issuable to Officers ariceBtors. Any provision of the Plan notwithstanditize total number of shares of Stock
issuable to Participants who are directors or ef§cof the Company (as defined for the purposé&eofion 16 of the Securities Exchange Act
of 1934, as amended) shall not exceed 49 percehedbtal shares issuable under the Plan (the "D&dtation”). If the total number of
shares of Stock issuable to all of the Companyésctbrs and officers who are Participants in ttenRhall exceed
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the D&O Limitation, then the total number of shaoésStock issuable to such Participants shall deiced to a number equal to the D&O
Limitation and the number of shares of Stock istitdeach such Participant upon conversion ofRlap Unit shall be reduced pro rata.

6.8 Deferral of Income. For Participants eligibde participation in the Deferred Delivery Plan, @lla portion of the income resulting from
the conversion of Plan Units into Payout AmountsuBject to deferral into the Participant's Deféielivery Plan account, if the Participant
has made an irrevocable election to make suchard&fas follows: (a) with respect to the firsypeent to be made upon the occurrence of a
Price Threshold Date, no more than 30 days afteP#rticipant executes the applicable Grant Agreeared/or (b) with respect to any other
payment to be made after the occurrence of a Friceshold Date, at least six months prior to the dach payment is to be made by the
Company. If the Participant has complied with thewe requirements, all or a portion of the incoesuiting from any payment upon the
conversion of Plan Units into Payout Amounts sheldeferred into the Participant's Deferred Dejiv@lan account and no additional cash or
shares of Stock shall be delivered to the Partittipa

SECTION 7
CHANGE OF CONTROL

7.1 In General. In the event of the occurrence diange of control of the Company as defined irtiS8ed.3 hereof, and assuming the
occurrence of a Price Threshold Date, the entitigrteereceive cash and Stock upon conversion offdag Units shall vest automatically,
without further action by the Committee or the Rhand shall become payable as follows:

(a) If such change of control occurs subsequetitedmccurrence of a Price Threshold Date, (i) ifs dnethird (1/3) of the applicable Payc
Amount shall vest and be paid pursuant to Sectidr? @) hereof, and (ii) the remainder of such Rayonount shall vest as of the date of
such change of control and shall be paid by the gzom to the Participant within thirty (30) daystieé date of such change of control in the
manner set out in Section 6.4 hereof.

(b) If the occurrence of a Price Threshold Dateuoesubsequent to the date of a change of cottiehpplicable Payout Amount shall ves
full as of such Price Threshold Date and shall&id py the Company to the Participant within thi{3p) days of such Price Threshold Dat
the manner set out in

Section 6.4 hereof.

13



7.2 Limitation on Payments. If the provisions aktBection 7 would result in the receipt by anytiegrant of a payment within the meaning
of Section 280G or any successor section(s) ofrtteenal Revenue Code, and the regulations prontedigdereunder, and if the receipt of
such payment by any Participant would, in the apirof independent tax counsel of recognized stansitected by the Company, result in
the payment by such Participant of any excise taxiged for in Sections 280G and 4999 or any summesection(s) of the Internal Revenue
Code, then the amount of such payment shall becesbito the extent required, in the opinion of iretegent tax counsel, to prevent the
imposition of such excise tax; provided, howevieatthe Committee, in its sole discretion, may ari#ie the payment of all or any portion of
the amount of such reduction to the Participant.

7.3 Definition. For purposes of the Plan, a "chaofieontrol” shall mean any of the events specifiethe Company's Income Continuance
Plan or any successor plan which constitute a ahahgontrol within the meaning of such plan.

SECTION 8
RIGHTS OF EMPLOYEES, PARTICIPANTS

8.1 Employment. Neither anything contained in thenRr any Grant Agreement nor the granting of Blan Units under the Plan shall cor
upon any Participant any right with respect todbstinuation of his or her employment by the Conypanany Affiliated Corporation, or
interfere in any way with the right of the Compamyany Affiliated Corporation, at any time to temate such employment or to increase or
decrease the level of the Participant's compenséiion the level in existence at the time of theaedhof Plan Units.

8.2 Non-transferability. No right or interest ofyalRarticipant in a Plan Unit granted pursuant softan shall be assignable or transferable
during the lifetime of the Participant, either valarily or involuntarily, or subjected to any liedirectly or indirectly, by operation of law, or
otherwise, including execution, levy, garnishmattiachment, pledge or bankruptcy. In the eventRédicipant's death, a Participant's rights
and interests in any Plan Unit shall, to the expgavided in Section 6.3 hereof, be transferabléesyamentary will or the laws of descent and
distribution, and payment of any entitlements dndar the Plan shall be made to the Participargd lepresentatives, heirs or legatees. If in
the opinion of the Committee a person entitledagmpents or to exercise rights with respect to the B disabled from caring for his or her
affairs because of mental condition, physical ctiodior age, payment due such
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person may be made to, and such rights shall beisgd by, such person's guardian, conservatother ¢egal personal representative upon
furnishing the Committee with evidence satisfactaryhe Committee of such status.

SECTION 9
OTHER EMPLOYEE BENEFITS

The amount of any income deemed to be receivedRariicipant as a result of the payment upon caieenf a Plan Unit shall not constit
"earnings" or "compensation" with respect to whaely other employee benefits of such Participantiatermined, including without
limitation benefits under any pension, profit shgrilife insurance or salary continuation plan.

SECTION 10
PLAN AMENDMENT, MODIFICATION AND TERMINATION

The Committee or the Board may at any time termeinaihd from time to time may amend or modify thenPNo amendment, modification or
termination of the Plan shall in any manner adugraect any Plan Unit theretofore awarded untier®lan, without the consent of the
Participant holding such Plan Unit.

The Committee shall have the authority to adophsuodifications, procedures and subplans as mayebessary or desirable to comply with
the provisions of the laws (including, but not lied to, tax laws and regulations) of countries pthan the United States in which the
Company may operate, so as to assure the viabflitye benefits of the Plan to Participants empdbiyesuch countries.
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SECTION 11
REQUIREMENTS OF LAW

11.1 Requirements of Law. The issuance of Stocktlaaghayment of cash pursuant to the Plan shallbgect to all applicable laws, rules ¢
regulations, including applicable federal and stateurities laws. The Company may require a Ppditi as a condition of receiving payment
upon conversion of a Plan Unit, to give writtenuaasces in substance and form satisfactory to tregany and its counsel to such effect as
the Company deems necessary or appropriate in tor@@mply with federal and applicable state sé@giaws.

11.2 Section 16 Requirements. If a Participannisféicer or director of the Company within the meway of Section 16, Grants awarded
hereunder shall be subject to all conditions remlitnder Rule 16b-3, or any successor rule(s) pigated under the Securities Exchange Act
of 1934, as amended, to qualify the Plan Unitsafoy exemption from the provisions of Section 16ilabée under such Rule. Such conditions
are hereby incorporated herein by reference antlitsihaet forth in the agreement with the Partintpavhich describes the Grant.

11.3 Governing Law. The Plan and all Grant Agreeaereunder shall be construed in accordanceanithgoverned by the laws of the
State of Texas.

SECTION 12
DURATION OF THE PLAN

The Plan shall terminate at such time as may berméd@ted by the Committee, and no Plan Units stelwarded after such termination. If
sooner terminated under the preceding sentenc®|dmeshall fully cease and expire at midnight at@nber 31, 2004. Payout Amounts for
which one or more of the Price Threshold Datesduasirred and which remain outstanding at the tifte@Plan termination shall continue
in accordance with the Grant Agreement pertaininguch Plan Units.
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Dated: February 5, 2003 effective as of March TB3

APACHE CORPORATION

ATTEST:
/sl Cheri L. Peper By: /s/ Jeffrey M Bender
Cheri L. Peper Jeffrey M Bender
Corporate Secretary Vi ce President
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AND COMBINED FIXED CHARGES, PREFERRED STOCK DIVIDEN DS
AND PREFERRED INTERESTS OF SUBSIDIARIES

(UNAUDITED)

EARNINGS
Pretax income (loss) from continuing operations b
preferred interests of subsidiaries ...........
Add:Fixed charges excluding capitalized interest
preferred interest requirements of consolidated

Adjusted Earnings .........ccccovevieiiiveeenns

FIXED CHARGES AND PREFERRED STOCK DIVIDENDS
Interest expense including capitalized interest .
Amortization of debt expense ....................

Interest component of lease rental expenditures (
Preferred interest requirements of consolidated s

Fixed charges ........ccoocvvevvieiiiieennnns
Preferred stock dividend requirements (3) .......
Combined Fixed Charges and Preferred Stock Dividend

Ratio of Earnings to Fixed Charges ................

Ratio of Earnings to Combined Fixed Charges and Pre
Stock Dividends .........ccceeveeiiiiniiieniiens

(UNAUDITED)

EARNINGS
Pretax income (loss) from continuing operations b
preferred interests of subsidiaries ...........
Add:Fixed charges excluding capitalized interest
preferred interest requirements of consolidated

Adjusted Earnings .........ccccoveveeviinnennns

FIXED CHARGES AND PREFERRED STOCK DIVIDENDS
Interest expense including capitalized interest .
Amortization of debt expense ....................

Interest component of lease rental expenditures (
Preferred interest requirements of consolidated s
Fixed charges .......cccoeevevviieeiiinennnns

Preferred stock dividend requirements (3) .......

Combined Fixed Charges and Preferred Stock Dividend

Ratio of Earnings to Fixed Charges ................

Ratio of Earnings to Combined Fixed Charges and Pre
Stock Dividends ........ccoceeveiiiniiinnieens

EXHIBIT 12.1

APACHE CORPORATION
STATEMENT OF COMPUTATION OF RATIOS OF EARNINGS TO F IXED CHARGES

(IN THOUSANDS)

1) i

$ 915194 $ 1,20

128,730 13

$ 1,043,924 $ 1,34

$ 155,667 $ 17
1,859

11,895
19,581
189,002 19
17,540 3

$ 206542 $ 23

5.52

5.05

90,398 7

$ 434971 $ (10

$ 132986 $ 11
4,854
5,789

$ 168,417 $ 13

3.03

2.58

2000
6,863 $ 1,203,681
4,484 116,190
1,347 $ 1,319,871
8,915 $ 168,121
2,460 2,726
9,858 7,343
8,608 -
9,841 178,190
2,495 33,386
2,336 $ 211,576
6.71 7.41
5.77 6.24
08

7,563)

8,728

8,835)

9,703

4,496

3,808

8,007

2,905

0,912

- (@)

- (4)

(1) Represents the portion of rental expense asstonge attributable to interest factors of relateatal obligations determined at interest
rates appropriate for the period during which #ntal obligations were incurred. Approximately 823 percent applies for all periods

presented.

(2) The Company does not receive a tax benefiafportion of its preferred interests of consolidatabsidiaries. As a result, this amount
represents the f-tax earnings that would be required to cover pretemterest requirements of consolidated subsediz



(3) The Company does not receive a tax benefit§qreferred stock dividends. As a result, thioan represents the pre-tax earnings that
would be required to cover its preferred stockagvids.

(4) Earnings in 1998 were inadequate to cover eftked charges or combined fixed charges and predestock dividends by $237 million
and $240 million, respectively, as the Company rieguba loss for the period after a $243 millionteadlown of the carrying value of United
States oil and gas properties in compliance willhclast accounting rules (refer to Critical Accoungt Policies under Item 7 of this Form 10-
K).



EXHIBIT 21.1

PAGE 1 OF 2

APACHE CORPORATION - LISTING OF SUBSIDIARIES

AS OF FEBRUARY 28, 2003

EXACT NAME OF SUBSIDIARY AND NAME
UNDER WHICH SUBSIDIARY DOES BUSINESS

Apache Corporation (New Jersey)
Apache Aviation, Inc.
Apache Delaware LLC
Apache Finance Louisiana Corporation
Apache Foundation
Apache Gathering Company
Apache Holdings, Inc.
Apache International, Inc.
Apache North America, Inc.
Apache Finance Pty Limited
Apache Australia Management Pty Limit ed
Apache Australia Holdings Pty Lim ited
Apache Qarun Corporation LDC
Apache Louisiana Holdings, LLC
Apache Louisiana Minerals, Inc.
Apache Overseas, Inc.
Apache Abu Gharadig Corporation LDC
Apache Argentina Corporation LDC
RME Argentina S.A.
Apache Asyout Corporation LDC
Apache Bohai Corporation LDC
Apache China Corporation LDC
Apache Darag Corporation LDC
Apache East Bahariya Corporation LDC
Apache Enterprises LDC
Apache Faiyum Corporation LDC
Apache FC Argentina Company LDC
Apache Matruh Corporation LDC
Apache Mediterranean Corporation LDC
Apache North Sea Limited
Apache Poland Holding Company
Apache Eastern Europe B.V.
Apache Poland Sp. z o.0.
Apache South Umbarka Corporation LDC
Apache Umbarka Corporation LDC
Apache Oil Corporation
Apache Topwater, LLC
Apache Clearwater, Inc.
Clearwater Interests, LLC
Apache Topwater Operations, LLC
Apache Clearwater Operations, Inc.
Burns Manufacturing Company

JURISDICTION OF
INCORPORATION OR ORGANIZATION

New Jersey
Delaware
Delaware
Delaware
Minnesota
Delaware
Delaware
Delaware
Delaware
Australian Capital Territory
Victoria, Australia
Western Australia
Cayman Islands
Delaware
Delaware
Delaware
Cayman Islands
Cayman Islands
Argentina
Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands
United Kingdom
Delaware
Netherlands
Poland
Cayman Islands
Cayman Islands
Texas
Delaware
Delaware
Delaware
Delaware
Delaware
Minnesota



Page 2 of 2

APACHE CORPORATION - LISTING OF SUBSIDIARIES
AS OF FEBRUARY 28, 2003

EXACT NAME OF SUBSIDIARY AND NAME JURISDICTION OF
UNDER WHICH SUBSIDIARY DOES BUSINESS INCORPORATION OR ORGANIZATION

Apache Energy Limited Western Australia

Apache Northwest Pty Ltd.
Apache Carnarvon Pty Ltd.
Apache Dampier Pty Ltd.
Apache East Spar Pty Limited
Apache Harriet Pty Limited
Apache Kersail Pty Ltd
Apache Miladin Pty Ltd
Apache Nasmah Pty Ltd
Apache Oil Australia Pty Limited
Apache Airlie Pty Limited
Apache Varanus Pty Limited
Apache Pipeline Pty Ltd

Apache West Australia Holdings Limited

Apache UK Limited
Apache Lowendal Pty Limited

Western Australia

Western Australia

Western Australia

Western Australia

Victoria, Australia

Victoria, Australia

Victoria, Australia

Victoria, Australia

New South Wales, Australia
New South Wales, Australia
Queensland, Australia
Western Australia

Island of Guernsey

England and Wales
Victoria, Australia

Apache Transfer Company Delaware
DEK Energy Company Delaware
DEK Energy Texas, Inc. Delaware
DEK Exploration Inc. Delaware

Apache Finance Canada Corporation

Apache Canada Management Ltd
Apache Canada Holdings Ltd
Apache Canada Management Il Ltd
DEK Petroleum Corporation

Apache Canada Ltd.
Apache Canada Properties Ltd.
Apache FC Capital Canada Inc.
Apache FC Canada Enterprises Inc.

Nova Scotia, Canada
Alberta, Canada
Alberta, Canada
Alberta, Canada
Illinois

Alberta, Canada
Alberta, Canada
Alberta, Canada
Alberta, Canada

DEPCO, Inc. Texas

Heinold Holdings, Inc. Delaware
GOM Shelf, LLC Delaware
Phoenix Exploration Resources, Ltd. Delaware

TEI Arctic Petroleum (1984) Ltd. Alberta, Canada

Texas International Company Delaware
Apache Khalda Corporation LDC Cayman Islands
Apache Qarun Exploration Company LDC Cayman Islands
Nagasco, Inc. Delaware

Apache Marketing, Inc. Delaware

Apache Transmission Corporation - Texas Texas

Apache Crude Oil Marketing, Inc. Delaware

Nagasco Marketing, Inc. Delaware



EXHIBIT 23.1
CONSENT OF INDEPENDENT PUBLIC AUDITORS

As independent public auditors, we hereby congetite incorporation by reference of our report daarch 14, 2003, included in this Form
10-K for the year ended December 31, 2002, intocApaCorporation's previously filed Registrationt&taents on Form S-3 (Nos. 33-53129,
333-57785, 333-75633 and 333-32580) and Form Se8.(BB-31407, 33-37402, 33-53442, 33-59721, 33-3932-63817, 333-04059, 333-
25201, 333-26255, 333-32557, 333-36131, 333-53883,31092, 333-48758, 333-97403, 333-102330 anelB83358).

/sl Ernst & Young LLP

ERNST & YOUNG LLP

Houst on, Texas
March 14, 2003



[Ryder Scott Company, L.P. Letterhead]
EXHIBIT 23.2
Consent of Ryder Scott Company, L.P.

As independent petroleum engineers, we hereby abts¢he incorporation by reference in this Foi®aKLof Apache Corporation to our
Firm's name and our Firm's review of the provedhoil gas reserve quantities of Apache Corporasasf danuary 1, 2003, and to the
incorporation by reference of our Firm's name aew into Apache Corporation's previously filedgiration Statements on Form S-3
(Nos. 33-53129, 333-57785, 333-75633 and 333-32%8@) on Form S-8 (Nos. 33-31407, 33-37402, 33-8333-59721, 33-59723, 33-
63817, 333-04059, 333-25201, 333-26255, 333-32533-36131, 333-53961, 333-31092, 333-48758, 33%9,7433-102330 and 333-
103758).

/sl Ryder Scott Conpany, L.P.

Ryder Scott Conpany, L.P.

Houst on, Texas
March 21, 2003



EXHIBIT 99.1
APACHE CORPORATION

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
AND CHIEF FINANCIAL OFFICER

I, G. Steven Farris, certify that the Annual RepdrApache Corporation on Form 10-K for the yeadeshDecember 31, 2002, fully complies
with the requirements of Section 13(a) or 15(djhef Securities Exchange Act of 1934 (15 U.S.C.i8ed&8m or Section 780 (d)) and that
information contained in such report fairly repmetse in all material respects, the financial caoditand results of operations of Apache
Corporation.

/sl G Steven Farris

By: G Steven Farris
Title: President, Chief Executive Oficer
and Chief Operating O ficer

I, Roger B. Plank, certify that the Annual RepdrApache Corporation on Form 10-K for the year ehBecember 31, 2002, fully complies
with the requirements of Section 13(a) or 15(dbhef Securities Exchange Act of 1934 (15 U.S.C.i8edt8m or Section 780 (d)) and that
information contained in such report fairly repmetse in all material respects, the financial caoditand results of operations of Apache
Corporation.

/sl Roger B. Plank

By: Roger B. Pl ank

Title: Executive Vice President
and Chief Financial Oficer
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