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PART I - FINANCIAL INFORMATION
ITEM 1 - FINANCIAL STATEMENTS

APACHE CORPORATION AND SUBSIDIARIES
STATEMENT OF CONSOLIDATED OPERATIONS
(UNAUDITED)

REVENUES AND OTHER:
0il and gas production revenuesS .............eeuuuun
Other o e e

OPERATING EXPENSES:
Depreciation, depletion and amortization ...........
Asset retirement obligation accretion ..............
Lease operating COStS ......viiri it
Share appreciation plan - lease operating costs
Gathering and transportation costs .................
Severance and other taxes ...........ccviiiiiiiann
General and administrative .............. ... 0
Share appreciation plan - general and administrative
China litigation ..........iiiiiiiiiiiinii s
Financing costs:
Interest eXPenSe ...ttt
Amortization of deferred loan costs .........
Capitalized interest ........... . .ivuuiinnnnn
Interest income .........iiiiiiiiiiii i

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

INCOME BEFORE INCOME TAXES .. ..ttt ittt tinenannennnns
Provision for income taxes ..........cciuvuiinnrrnnnnn

INCOME BEFORE CHANGE IN ACCOUNTING
PRINCIPLE ...ttt it it st st s e
Cumulative effect of change in accounting principle,
net of income tax ............. ... i,

NET INCOME ... ittt ittt et et s a s s s nnsns
Preferred stock dividends ............. ...,

INCOME ATTRIBUTABLE TO COMMON STOCK ............oiiiunnnnnn

BASIC NET INCOME PER COMMON SHARE:
Before change in accounting principle ..............
Cumulative effect of change in accounting principle

DILUTED NET INCOME PER COMMON SHARE:
Before change in accounting principle ..............
Cumulative effect of change in accounting principle

FOR THE QUARTER
ENDED JUNE 30,

FOR THE SIX MONTHS
ENDED JUNE 30,

(In thousands, except per common share data)

$1,247,412 $1,044, 330 $2, 400,166 $2,019, 492
(6,679) 10,026 (9, 494) 1,473
1,240,733 1,054,356 2,390,672 2,020, 965
295,737 272,356 581,965 486,705
10,891 10, 445 21,652 15,758
197,097 186,286 403,126 320,421
10,992 - 10,992 -
20,162 15,131 39,796 26,992
21,595 32,742 30,543 57,296
36,479 30,574 80,329 58, 405
11,012 - 11,012 -
71,216 - 71,216 -
40,193 41,428 80,742 79,124

595 536 1,162 1,067
(12,708) (12, 618) (26,358) (23,850)
(513) (428) (833) (1,502)
702,748 576,452 1,305, 344 1,020,416

- 3,330 - 6,692

537,985 474,574 1,085,328 993, 857
164,847 230,193 363,106 437,179
373,138 244,381 722,222 556,678

- - - 26,632

373,138 244,381 722,222 583,310
1,420 1,420 2,840 2,840

$ 371,718 $ 242,961 $ 719,382 $ 580,470
$ 1.14 $ .75 $ 2.21 $ 1.73
- - - .08

$ 1.14 $ .75 $ 2.21 $ 1.81
$ 1.13 $ .74 $ 2.19 $ 1.71
- - - .08

$ 1.13 $ .74 $ 2.19 $ 1.79

The accompanying notes to consolidated financial statements

are an integral partof this statement.
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APACHE CORPORATION AND SUBSIDIARIES
STATEMENT OF CONSOLIDATED CASH FLOWS
(UNAUDITED)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net ANCOME .ttt e e e e e
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation, depletion and amortization ..............oiiiiiiiann
Asset retirement obligation accretion ..............iiiiiiinnnan
Provision for deferred income taxes ...........civiiiiinninnnnnen..
Cumulative effect of change in accounting principle ..............
[0 o £ =
Changes in operating assets and liabilities:

(Increase) decrease in receivables .............. ... . o i,
(Increase) decrease in drilling advances and other ...............
(Increase) decrease in inventories ..............cciiiiiiiiie,
(Increase) decrease in deferred charges and other ................
Increase (decrease) in accounts payable .......... .. cviiiieiinnnn
Increase (decrease) in accrued eXPEeNnSEeS . .....vivrvinnnrrrensnnnns
Increase (decrease) in advances from gas purchasers ..............
Increase (decrease) in deferred credits and noncurrent liabilities

Net cash provided by operating activities .................

CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to property and equipment . ... ... e
ACqUISIition Of BP PropertoieS ..ttt ittt sttt s
(0o o 1=
Net cash used in investing activities .....................

CASH FLOWS FROM FINANCING ACTIVITIES:
Long-term Dorrowings ...t i e
Payments on long-term debt ... ... i e
Dividends paid ... e e
common stock activity ........i i e e e
Treasury stock activity, net ........ . i i i i i
Cost of debt and equity transactions ............uiiiiiiie e nnns
Net cash provided by (used in) financing activities .......
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ...ttt nnnnnnns
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR ...ttt ittt i e

CASH AND CASH EQUIVALENTS AT END OF PERIOD . ...\ttt

The accompanying notes to consolidated financial statements
are an integral partof this statement.
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FOR THE SIX MONTHS ENDED
JUNE 30,

(In thousands)

$ 722,222

581, 965
21,652
99, 098

32,759

(174,184)
(20,548)
4,426
(19, 637)
105, 697
(21, 467)
(9,072)
(23,859)

(1,058,149)

(19,188)

404
(135, 300)
(41,838)

13,383

$ 583,310

486,705
15,758
221,370

(26,632)
3,311

(147, 208)
(14,951)
4,410
(12, 636)
56,575
81,009
(8,088)
(18,768)

(771,046)
(1,157,134)
(32,342)

1,042,418
(852, 305)
(34,366)
570,363




APACHE CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET

(UNAUDITED)
JUNE 30,
2004
ASSETS
CURRENT ASSETS:
Cash and cash equivalents ..........cciiiiiiniinnenernnnnns $ 97,480
Receivables, net of allowanCe ............iiiiiinnnnnnnnnns 811,633
INVENEOTrAES ittt ittt et et et e et e 127,837
Drilling adVvVanCesS . ... uuuiinn ittt 62,451
Prepaid assets and other ........... ... i 58,463
1,157,864
PROPERTY AND EQUIPMENT:
0il and gas, on the basis of full cost accounting:
Proved properties ......... ...t 17,391,779
Unproved properties and properties under
development, not being amortized ............. 767,807
Gas gathering, transmission and processing facilities ..... 868, 315
OthEr e e e 249,494
19,277,395
Less: Accumulated depreciation, depletion and
amortization ....... ... (7,461,957)
11,815,438
OTHER ASSETS:
GOOdWIll, Net .. i ittt it e e s 189, 252
Deferred charges and other ........... .. iiiiiiiiinnnn.n 87,397
$ 13,249,951

DECEMBER 31,
2003

(In thousands)

$ 33,503
639, 055
125, 867
58,062
42,585

16,277,930

795,161
828,169
239,548

18, 140, 808

(6,880,723)

189, 252
67,717

$ 12,416,126

The accompanying notes to consolidated financial statements
are an integral part of this statement.
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APACHE CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
(UNAUDITED)

JUNE 30, DECEMBER 31,
2004 2003

(In thousands)
LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

ACCOUNES PaYable ..t e e $ 414,979 $ 300,598
Accrued Operating EXPENSE .. u ittt e 55,661 72,250
Accrued exploration and development ...........iiiiiiiiiiiii s 252,462 212,028
Accrued compensation and benefits ......... ... .. i 41,748 56,237
AcCrued INtereST ..ttt i i e e et e e e 32,527 32,621
Accrued InCOME taXES .. i ittt e e e 35,801 18,936

0il and gas derivative instruments ........... .. it 69,771 63,542
[0 1 =3 o 72,650 64,166
975,599 820,378

LONG-TERM DEBT ..ttt ittt it it tn s ittt s a ettt e st e enns 2,192,070 2,326,966

DEFERRED CREDITS AND OTHER NONCURRENT LIABILITIES:

TNCOME TAXES '+ v vttt et e ettt e e e e et e e e e ettt e et 1,786,314 1,697,238
Advances from gas PUrChaSEersS ...ttt 100,135 109, 207
Asset retirement obligation ............iiiiii i s 759, 617 739,775
0il and gas derivative instruments ...........c.iiiiii i 1,233 5,931
[0 L83 1= 160, 794 183,833

2,808,093 2,735,984

SHAREHOLDERS' EQUITY:
Preferred stock, no par value, 5,000,000 shares authorized - Series B,
5.68% Cumulative Preferred Stock, 100,000 shares issued and

OUESEANAING .o v ittt e 98, 387 98, 387
Common stock, $0.625 par, 430,000,000 shares authorized,

333,669,932 and 332,509,478 shares issued, respectively ....... 208,544 207,818
Paid-1n CAPALAL &ttt ettt e 4,094,351 4,038,007
Retained  arnNings ... ..uitiin ittt it e e 3,126,013 2,445,698
Treasury stock, at cost, 7,667,696 and 8,012,302 shares,

respectively ... e (100,102) (105,169)
Accumulated other comprehensive 10SS .........iiiiiiiiiniien e (153,004) (151, 943)

7,274,189 6,532,798
$ 13,249,951 $ 12,416,126

The accompanying notes to consolidated financial statements
are an integral partof this statement.
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APACHE CORPORATION AND SUBSIDIARIES
STATEMENT OF CONSOLIDATED SHAREHOLDERS' EQUITY
(UNAUDITED)

(In thousands)

BALANCE AT DECEMBER 31, 2002..............
Comprehensive income (loss):
Net income.........viiiiiinnennnns
Commodity hedges, net of income tax
benefit of $30,902.................

Comprehensive income...................

Dividends:
Preferred......... ..,
Common ($.10 per share)..............
Five percent common stock dividend.....
Common shares issued...................
Treasury shares issued, net............
Other. ... .o i e

BALANCE AT JUNE 30, 2003..................

BALANCE AT DECEMBER 31, 2003..............
Comprehensive income (loss):
Net income......... . i
Commodity hedges, net of income tax
benefit of $648................ ...,

Comprehensive income...................

Dividends:
Preferred......... ...
Common ($.12 per share)..............
Common shares issued...............uu..
Treasury shares issued,
Other. ... e e

BALANCE AT JUNE 30, 2004............000000

(In thousands)

BALANCE AT DECEMBER 31, 2002..............
Comprehensive income (loss):
Net income......... . iiiiiinniinnnns
Commodity hedges, net of income tax
benefit of $30,902.................

Comprehensive income...................

Dividends:
Preferred......... ..,
Common ($.10 per share)..............
Five percent common stock dividend.....
Common shares issued...................
Treasury shares issued,
Other. ... e s

BALANCE AT JUNE 30, 2003.............000..

BALANCE AT DECEMBER 31, 2003..............
Comprehensive income (loss):
Net income............. i,
Commodity hedges, net of income tax
benefit of $648............. ... ...

Comprehensive income...................

Dividends:
Preferred.......... .o
Common ($.12 per share)..............
Common shares issued................u..
Treasury shares issued,
Other. ... oo s

BALANCE AT JUNE 30, 2004............000000

COMPREHENSIVE
INCOME

$ 583,310

(51,870)

$ 722,222

RETAINED T
EARNINGS

SERIES B
PREFERRED  COMMON PAID-IN
STOCK STOCK CAPITAL
$ 98,387 $194,331 $3,427,450
- 581 25,333
- 12,444 563, 050
- - 2,113
- - (509)
$ 98,387 $207,356 $4,017,437
$ 98,387 $207,818 $4,038,007
- 726 49,201
- - 4,738
- - 2,405
$ 98,387 $208,544 $4,094,351
ACCUMULATED
OTHER TOTAL
REASURY  COMPREHENSIVE  SHAREHOLDERS'
STOCK INCOME (LOSS) EQUITY

$1,427,607 $(110,559) $ (112,936) $ 4,924,280
583,310 - - 583,310

- - (51,870) (51,870)

(2,840) - - (2,840)
(33,705) - - (33,705)
(25,914) - B, _

. 3 - 575, 494

- 3,257 - 5,370

(6) - - (515)
$1,948,452  $(107,302) $ (164,806) $ 5,999,524
$2,445,698  $(105,169) $ (151,943) $ 6,532,798
722,222 - - 722,222
- - (1,061) (1,061)
(2,840) - - (2,840)
(39,067) - - (39,067)

- - - 49,927

- 5,067 - 9,805

- - 2,405

$3,126,013  $(100,102) $ (153,004) $ 7,274,189

The accompanying notes to consolidated financial statements



are an integral part of this statement.
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APACHE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

These financial statements have been prepared by Apache Corporation
(Apache or the Company) without audit, pursuant to the rules and regulations of
the Securities and Exchange Commission, and reflect all adjustments which are,
in the opinion of management, necessary for a fair statement of the results for
the interim periods, on a basis consistent with the annual audited financial
statements. All such adjustments are of a normal recurring nature. Certain
information, accounting policies, and footnote disclosures normally included in
financial statements prepared in accordance with accounting principles generally
accepted in the United States have been omitted pursuant to such rules and
regulations, although the Company believes that the disclosures are adequate to
make the information presented not misleading. These financial statements should
be read in conjunction with the financial statements and the summary of
significant accounting policies and notes thereto included in the Company's most
recent annual report on Form 10-K.

On September 11, 2003, the Company declared a two-for-one stock split,
distributed January 14, 2004, to shareholders of record on December 31, 2003.
Quarterly share and per share information for 2003 have been restated to reflect
the two-for-one stock split.

Reclassifications

Certain prior period amounts have been reclassified to conform with
current year presentations.

1. ACQUISITIONS

On May 24, 2004, Apache signed a letter of intent with ExxonMobil to
explore and develop properties in West Texas, Western Canada, Louisiana and the
Gulf of Mexico. The program will capitalize on the respective strengths and
assets of both companies in these areas. The agreement provides for transfers
and joint venture activity across a broad range of prospective and mature
properties. Apache's participation will include an estimated cash payment of
$385 million as of the effective date. The parties are negotiating definitive
agreements, based on the letter of intent which included the following:

- ExxonMobil will transfer its interest in 28 mature producing oil and
gas fields in West Texas and New Mexico, retaining a revenue
interest indexed to oil price through 2009 and a 50 percent working
interest in all properties beneath the currently producing
intervals.

- ExxonMobil Canada will farm out its interest in approximately
300,000 acres of undeveloped property interests in the Western
Canada Province of Alberta to Apache Canada Ltd. ExxonMobil Canada
will retain a 37.5 percent lessor royalty interest in fee lands and
a 35 percent working interest on ExxonMobil leaseholds as to any
production resulting from the drilling program to be undertaken by
Apache, currently targeted to include at least 250 wells.

- The companies will explore jointly for deep gas on approximately
800,000 acres of Apache onshore Louisiana and Gulf of Mexico
properties for an initial five-year period, with provisions for
extension.

On January 13, 2003, Apache announced that it had entered into agreements
to purchase producing properties in the North Sea and Gulf of Mexico from
subsidiaries of BP p.l.c. (referred to collectively as "BP") for $1.3 billion,
with $670 million allocated to the Gulf of Mexico properties and $630 million
allocated to properties in the North Sea. The properties included estimated
proved reserves of 233.2 million barrels of oil equivalent (MMboe), 147.6 MMboe
located in the North Sea with the balance in the Gulf of Mexico. Both purchase
agreements were effective as of January 1, 2003. As is customary, Apache assumed
BP's abandonment obligation for the properties, which was considered in
determining the purchase price. Both the Gulf of Mexico and North Sea assets
acquired from BP were funded with available cash on hand, the issuance of 19.8
million shares of Apache common stock (adjusted for the five percent common
stock dividend and the two-for-one common stock split) and borrowings under the
Company's lines of credit and commercial paper program. The offering of Apache's
common stock provided net proceeds of approximately $554 million.
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Apache and BP closed the above referenced acquisition of the Gulf of
Mexico properties on March 13, 2003, which included BP's interest in 56
producing fields, and 104 blocks. At closing, the $670 million purchase price
was adjusted for normal closing items and preferential rights exercised by third
parties. The exercise of preferential rights by third parties reduced the
purchase price by $73 million and estimated reserves by 9.6 MMboe. The purchase
price was further adjusted for various normal closing items, including revenues
and expenditures related to the properties for the period between the effective
and closing dates. As a result, cash consideration of $509 million was paid by
Apache upon closing. In a separate transaction closed February 21, 2003, Apache
purchased BP's interest in several other Gulf of Mexico properties with
estimated proved reserves of 2.1 MMboe for an adjusted purchase price of $15
million. Including $4 million of transaction costs, total cash consideration for
the two acquisitions of Gulf of Mexico properties from BP totaled $528 million.

The acquisition of the U.K. North Sea properties closed on April 2, 2003,
at which time Apache paid a purchase price, adjusted for normal closing and
working capital adjustments, of $630 million. The acquisition of the North Sea
properties included a 96 percent interest in the Forties Field and established a
new core area for the Company. In conjunction with the Forties acquisition,
Apache may be required to issue a letter of credit to BP to cover the present
value of related asset retirement obligations if the rating of the Company's
senior unsecured debt is lowered by both Moody's and Standard and Poor's from
its current ratings of A3 and A-, respectively. Should this occur, the initial
letter of credit amount would be 129 million British pounds. Apache has agreed
to sell all of the North Sea production from those properties to BP through
December 31, 2004, at a combination of fixed and market sensitive prices
pursuant to a contract entered into in connection with the North Sea purchase
agreement.

Presented below is a breakdown of the cash consideration given for the BP
transaction as of the closing date.

u.s. - U.K. -
GULF OF MEXICO NORTH SEA TOTAL*

(In thousands)

Proved Property ...........c.vuuunn $ 539,110 $ 854,835 $ 1,393,945

Unproved Property ................ 57,500 65, 000 122,500

Working capital acquired, net .... -- 10,957 10, 957

Asset Retirement Obligation ...... (69,000) (250,887) (319,887)

Deferred income tax liability .... -- (50,381) (50,381)

Cash consideration .............. $ 527,610 $ 629,524 $ 1,157,134
* Property balance includes $12 million of transaction costs (U.S. - $4

million; North Sea - $8 million).

The following unaudited pro forma information shows the effect on the
Company's consolidated results of operations as if the acquisitions from BP
occurred on January 1 of each period presented. The pro forma information is
based in part on data provided by BP and on numerous assumptions and is not
necessarily indicative of future results of operations.

FOR THE SIX MONTHS ENDED JUNE 30, 2003

(In thousands, except per common share data)

Revenues and other .................. $2,020, 965 $2,258,927
Net income ...........ciuiiinnnnnnnnn 583,310 656,507
Preferred stock dividends ........... 2,840 2,840
Income attributable to common stock . 580,470 653,667
Net income per common share:

BaSiC .. it $ 1.81 $ 2.03

Diluted ........... i 1.79 2.01
Average common shares outstanding (1) 320,973 323,160

(1) Pro forma shares assume the issuance of 19.8 million common
shares (adjusted for the five percent common stock dividend
and the two-for-one common stock split) as of the beginning of
each period presented.



on July 3, 2003, Apache announced that it had completed the acquisition of
producing properties on the Outer Continental Shelf of the Gulf of Mexico from
Shell Exploration and Production Company (Shell) for $200 million, subject to
normal post-closing adjustments, including preferential rights. Prior to the
transaction, Morgan Stanley Capital Group, Inc. (Morgan Stanley) paid Shell $300
million to acquire an overriding royalty interest in a portion of the reserves
to be produced for a period of four years. Shell's sale of an overriding royalty
interest to Morgan Stanley is commonly known in the industry as a volumetric
production payment (VPP). Under the terms of the VPP, Morgan Stanley is to
receive a fixed volume of o0il and gas production over the four-year term. The
VPP reserves and production will not be recorded by Apache.

Apache recorded estimated proved reserves of 124.6 billion cubic feet
(Bcf) of natural gas and 6.6 million barrels of oil. In addition, a $60 million
liability for the future cost to produce and deliver volumes subject to the VPP
was recorded by the Company because the overriding royalties are not burdened by
production costs. This liability is being amortized as the volumes are produced
and delivered to Morgan Stanley. The purchase agreement was effective as of July
1, 2003. The acquisition included interests in 26 fields covering 50 blocks
(approximately 209,000 acres) and interests in two onshore gas separation
plants. Apache operates 15 of the fields with 91 percent of the production. The
purchase price was funded by borrowings under the Company's lines of credit and
commercial paper program.

2. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

Apache uses a variety of strategies to manage its exposure to fluctuations
in commodity prices. As established by the Company's hedging policy, Apache
primarily enters into cash flow hedges in connection with selected acquisitions
to protect against commodity price volatility. The success of these acquisitions
is significantly influenced by Apache's ability to achieve targeted production
at forecasted prices. These hedges effectively reduce price risk on a portion of
the production from the acquisitions.

Apache entered into, and designated as cash flow hedges, natural gas
fixed-price swaps and natural gas option collars in conjunction with the BP and
certain South Louisiana property acquisitions. During the second quarter of
2004, Apache entered into crude oil option collars and puts designated as cash
flow hedges on existing base production in West Texas. These Nymex positions
were entered into in accordance with the Company's hedging policy and involved
several counterparties, all of which are rated A+ or better. As of June 30,
2004, the outstanding positions of our natural gas and crude oil cash flow
hedges were as follows:

PRODUCTION TOTAL VOLUMES WEIGHTED AVERAGE
PERIOD INSTRUMENT TYPE (MMBTU/BBL) FLOOR/CEILING
2004 Gas Collars 9,200,000 $ 3.25/ 5.81
Gas Fixed-Price Swap 25,760,000 4.33
0il Collars 1,472,000 35.00 / 42.20
2005 Gas Collars 9, 050, 000 3.25 / 5.20
0il Collars 1,387,000 28.00 / 38.90
0il Put Option 1,533,000 28.00
2006 0il Collars 1,387,000 28.00 / 38.90
0il Put Option 1,533,000 28.00

In addition to the fixed-price swaps and option collars, Apache entered
into a separate crude o0il physical sales contract with BP. The sales contract is
a normal purchase and sale under Statement of Financial Accounting Standards
(SFAS) No. 133 and, therefore, the Company has designated and accounted for the
contract under the accrual method. As of June 30, 2004, the outstanding terms of
the contract were as follows:

CRUDE OIL FIXED-PRICE PHYSICAL SALES CONTRACT (BRENT)

TOTAL VOLUMES AVERAGE
PERIOD (BARRELS) FIXED PRICE
2004 7,360,000 $ 22.06

In June 2004, Apache began hedging foreign currency exchange risk
associated with a portion of its forecasted Canadian and North Sea lease
operating expenditures by entering into forward purchase contracts. The Company
forward purchased $41 million Canadian dollars at an average exchange rate of
..735 and 12 million British pounds

FAIR VALUE ASSET/
(LIABILITY)

(In thousands)

$ (6,581)
(50, 452)
850

(12, 254)
(1,807)
1,724

(477)
2,521



at an average exchange rate of 1.835. The forward contracts mature in July
through December 2004. Combined, the fair market value of these contracts as of
June 30, 2004 was $315,000 ($204,000 after tax). Future changes in market value
will be recorded in Other Comprehensive Income.

A reconciliation of the components of accumulated other comprehensive

income (loss) in the statement of consolidated shareholders' equity related to
Apache's derivative activities is presented in the table below:

AFTER TAX

(In thousands)

Unrealized loss on derivatives at December 31, 2003...........ccuuuunn. $ (69,316)
Net losses realized INtO €ArNINGS. .. vt i ittt ittt e 42,198
Net change in derivative fair value........... .. nnnnnnnn. (43,907)
Unrealized loss on derivatives at June 30, 2004..........000vviiinnnnnnn $ (71,025)

$ (43,193)
26,374
(27,435)

$ (44,254)

Based on current market prices, the Company recorded an unrealized loss in
other comprehensive income of $71 million ($44 million after tax), primarily
representing oil and gas derivative hedges. Any loss will be realized in future
earnings contemporaneously with the related sales of natural gas production
applicable to specific hedges. Were current prices to hold, a loss of $69
million ($43 million after tax) would be realized over the next 12 months.
However, these amounts could vary materially as a result of changes in market
conditions. The contracts designated as hedges qualified and continue to qualify
for hedge accounting in accordance with SFAS No. 133, as amended.

3. DEBT

On May 15, 2003, Apache Finance Canada Corporation (Apache Finance Canada)
issued $350 million of 4.375 percent, 12-year, senior unsecured notes in a
private placement. On March 4, 2004, the Company completed an exchange offer
with the holders of the notes, issuing publicly traded, registered notes of the
same principal amount and with the same interest rates, payment terms and
maturity. The notes are irrevocably and unconditionally guaranteed by Apache and
are redeemable, as a whole or in part, at Apache Finance Canada's option,
subject to a make-whole premium. Interest is payable semi-annually on May 15 and
November 15 of each year commencing on November 15, 2003. The proceeds of the
original note offering were used to reduce bank debt and outstanding commercial
paper and for general corporate purposes.

On May 28, 2004, the Company's $750 million 364-day credit facility
matured and was replaced with a new 5-year credit facility. The financial
covenants of the new 5-year facility require the Company to maintain a ratio of
debt-to-capitalization of not greater than 60 percent at the end of any fiscal
quarter. At the Company's option, the interest rate is based on (i) the greater
of (a) The JPMorgan Chase Bank prime rate or (b) the federal funds rate plus
one-half of one percent or (ii) the London Interbank Offered Rate (LIBOR) plus a
margin determined by the Company's senior long-term debt rating. The facility
also allows the Company to borrow under competitive auctions. On June 30, 2004,
the margin over LIBOR for committed loans was .27 percent. If the total amount
of the loans borrowed under the facility equals or exceeds 50 percent of the
total facility commitments, then an additional .10 percent will be added to the
margins over LIBOR. The Company also pays a quarterly facility fee of .08
percent on the total amount of the facility.

Also on May 28, 2004, the Company amended its existing global credit
facility agreements in order to make their terms consistent with the new 5-year
credit facility. Significant changes included raising the cross default
threshold and eliminating covenants which established minimum levels for
tangible net worth and book values for assets of Apache and certain
subsidiaries.

4. CAPITAL STOCK

Oon January 22, 2003, the Company completed a public offering of 19.8
million shares of Apache common stock (adjusted for the five percent common
stock dividend and the two-for-one common stock split) including underwriters'
over-allotment option, for net proceeds of approximately $554 million. The
proceeds were used to purchase producing properties in the North Sea and the
Gulf of Mexico from BP.



On September 12, 2003, the Company announced that its Board of Directors
voted to increase the quarterly cash dividend on its common stock to 12 cents
per share from 10 cents per share (six cents per share from five cents per share
adjusted for the two-for-one stock split), effective with the November 2003
payment, and to split its common stock two-for-one early in 2004, subject to
shareholder approval of an increase in the authorized number of common shares.

On December 18, 2003, the Company announced that holders of its common
stock approved an increase in the number of authorized common shares to 430
million from 215 million in order to complete the previously announced
two-for-one stock split. The record date for the stock split was December 31,
2003, and the additional shares were distributed on January 14, 2004.

On January 26, 2004, the Nasdaq Stock Market, Inc. (NASDAQ) approved
Apache for listing on the Nasdag National Market, an intention we first
announced on January 12, 2004. Apache's common stock is now listed on the NASDAQ
as well as the New York Stock Exchange and the Chicago Stock Exchange.

5. NET INCOME PER COMMON SHARE

A reconciliation of the components of basic and diluted net income per
common share is presented in the table below:

FOR THE QUARTER ENDED JUNE 30,

(In thousands, except per share amounts)

BASIC:
Income attributable to common stock ....... $ 371,718 325,668 $ 1.14 $ 242,961 323,409

EFFECT OF DILUTIVE SECURITIES:

Stock options and other ................... - 3,695 - 2,711
DILUTED:
Income attributable to common stock,
including assumed conversions ............ $ 371,718 329,363 $ 1.13 $ 242,961 326,120 $ .74
FOR THE SIX MONTHS ENDED JUNE 30,
2004 2003
INCOME SHARES PER SHARE INCOME SHARES PER SHARE
(In thousands, except per share amounts)
BASIC:
Income attributable to common stock ....... $ 719,382 325,335 $ 2.21 $ 580,470 320,973 $ 1.81
EFFECT OF DILUTIVE SECURITIES:
Stock options and other ................... - 3,718 - 2,681
DILUTED:
Income attributable to common stock,
including assumed conversions ............ $ 719,382 329,053 $ 2.19 $ 580,470 323,654 $ 1.79

6. STOCK-BASED COMPENSATION

Effective January 1, 2003, the Company adopted the fair value recognition
provisions of SFAS No. 123, "Accounting for Stock-Based Compensation," as
amended by SFAS No. 148, prospectively to all employee awards granted, modified,
or settled after January 1, 2003. However, on May 1, 2003, the Company began
issuing stock appreciation rights to certain employees in lieu of stock options.
The Company records compensation expense with respect to stock appreciation
rights as the price of the Company's common stock fluctuates and the awards
vest. On May 1, 2003 and May 6, 2004, Apache granted stock appreciation rights
for 1,802,210 shares and 1,325,100 shares of Apache common stock, respectively.
On June 30, 2004, stock appreciation rights for 2,913,564 shares of Apache
common stock were outstanding with an average exercise price of $35.01.
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For stock options granted prior to 2003, the Company accounted for its
stock-based employee compensation plans under the recognition and measurement
principles of Accounting Principals Board Opinion No. 25, "Accounting for Stock
Issued to Employees," and related interpretations. For the stock options granted
prior to 2003, no material stock-based employee compensation cost is reflected
in net income. All options granted under those plans had an exercise price equal
to the market value of the underlying common stock on the date of grant.

In October 2000, the Company adopted the 2000 Share Appreciation Plan
under which grants were made to the Company's officers and substantially all
full-time employees. The 2000 Share Appreciation Plan provides for issuance of
Apache common stock, based on attainment of one or more of three share price
goals (Share Price Goals) and/or a separate production goal. The Share Price
Goals are based on achieving a closing share price for Apache stock of $43.29,
$51.95 and $77.92 per share ($100, $120 and $180 before the five and 10 percent
stock dividends and the two-for-one stock split) on any 10 days out of any 30
consecutive trading days before January 1, 2005. As of April 28, 2004, Apache's
share price exceeded the first threshold for the 10-day requirement. As such,
Apache will issue approximately 900,000 shares of its common stock, after
minimum tax withholding requirements, in three equal installments. The first
installment was issued in May 2004. The second and third installments will be
issued in 2005 and 2006 to employees remaining with the Company during that
period. Expense recognition is based on the percentage of the employees' service
period and will reduce Apache's 2004 net income by approximately $16 million
after tax, or five cents per diluted common share.

The cost related to stock-based employee compensation included in the
determination of net income for 2003 and 2004 is different than that which would
have been recognized if the fair value based method had been applied to all
awards. The following table illustrates the effect on income attributable to
common stock and earnings per share had the fair value based provisions of SFAS
No. 123, as amended, been applied to all outstanding and unvested awards.

FOR THE QUARTER ENDED FOR THE SIX MONTHS ENDED
JUNE 30, JUNE 30,

(In thousands, except for per common share amounts)
Income attributable to common stock, as reported. $ 371,718 $ 242,961 $ 719,382 $ 580,470
Add: Stock-based employee compensation expense
included in reported net income, net of related

tax effects....... oo i 14,698 34 15,472 391

Deduct: Total stock-based employee compensation
expense determined under fair value based

method for all awards, net of related tax effects (6,364) (10,642) (10, 866)
Pro forma income attributable to common stock.... $ 236,631 $ 724,212 $ 569,995
Net Income per Common Share:

Basic:

As reported. ... .o e e $ 1.14 $ .75 $ 2.21 $ 1.81
Pro forma. ........o i 1.17 .73 2.23 1.78

Diluted:

As reported. ... s 1.13 .74 2.19 1.79
Pro forma........ .o 1.16 .72 2.20 1.75

The effects of applying SFAS No. 123, as amended, in this pro forma
disclosure should not be interpreted as being indicative of future effects. SFAS
No. 123, as amended, does not apply to awards prior to 1995, and the extent and
timing of additional future awards cannot be predicted.
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7. SUPPLEMENTAL CASH FLOW INFORMATION

The following table provides supplemental disclosure of cash flow
information:

FOR THE SIX MONTHS ENDED JUNE 30,

(In thousands)

Cash paid during the period for:

Interest (net of amounts capitalized).............oiiiiiiiinnn.... $ 49,584 $ 47,471
Income taxes (net of refunds).........c.iii i 246,879 166,762
8. PENSION AND POST-RETIREMENT BENEFITS

Effective July 1, 2003, as part of the BP North Sea acquisition, Apache
assumed a defined benefit pension plan covering existing BP North Sea employees
hired by the Company as part of the acquisition. The pension plan provides
defined benefits based on years of service and final average salary.

The following table sets forth the components of the net periodic cost of
Apache's pension and other post-retirement benefit plans for the six-month
period ended June 30, 2004. The pension and post-retirement benefit plans did
not materially impact the Company for equivalent prior-year periods.

FOR THE SIX MONTHS ENDED JUNE 30, 2004

PENSION POST-RETIREMENT
BENEFITS BENEFITS

(In thousands)

COMPONENTS OF NET PERIODIC BENEFIT COSTS

LT ST V2 o Y o o 1 $ 2,727 $ 484
INnterest COSt ... ittt i i i i it i i i s 1,813 314
Expected return On @sSSelS. ...ttt it (1,793) -
Amortization of:
Transition obligation..........uiiin it s - 22
Actuarial (gain)/loSS. ...t e e - 125
Net periodic benefit cost......... ..o $ 2,747 $ 945

Apache disclosed in its financial statements for the year ended December
31, 2003, that it expected to contribute $5 million to its pension plan in 2004.
Approximately $3 million of the original estimate was contributed as of June 30,
2004. The remaining $2 million is expected to be contributed by year-end. Apache
also contributed an additional $12 million to fund prior years' benefit
obligations.

The Company did not make any material contributions to the post-retirement
benefit plan during the period and does not anticipate any material
contributions or benefit payments to be made in future years.
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BUSINESS SEGMENT INFORMATION

Apache has five reportable segments which are primarily in the business of

natural gas and crude oil exploration and production. The Company
evaluates segment performance based on results from oil and gas sales and
lease-level expenses. Apache's reportable segments are managed separately
because of their geographic locations. Financial information by operating
segment is presented below:

UNITED
STATES CANADA EGYPT

FOR THE SIX MONTHS ENDED JUNE 30, 2004

0il and Gas Production Revenues........... $1,100,335 $ 469,937 $ 412,662

NORTH SEA INTERNATIONAL

(IN THOUSANDS)

$ 189,649 $ 186,129

$ 2,400,166

Operating Income (1)......cuvviviinnnunnnnn $ 597,116 $ 258,033 $ 277,239

Other Income (Expense):
Other. ... i e e e
General and administrative.............
Share Appreciation Plan - general and

administrative........... .. i

China litigation..............ccvvvuinunn
Financing costs, net............cvvuvnn

Income Before InNcCome TaXe€S.......ouvvvvuwnnn

TOtAL ASSEES. . tvve vttt ittt ieeeen, $5,868,356 $3,243,373 $1,890,102

$1,018,298 $1,041,801

$ 1,312,092

(9,494)
(80,329)

(11,012)
(71,216)
(54,713)

$ 1,085,328

$13,249,951

FOR THE SIX MONTHS ENDED JUNE 30, 2003

0il and Gas Production Revenues........... $ 994,699 $ 427,940 $ 320,274

$ 194,952 $

$ 2,019,492

Operating INcome (1).....vvvvvrnnnnnnnnnnn $ 570,629 $ 248,346 $ 190,795

Other Income (Expense):
Other. ... i e e
General and administrative.............
Preferred interests of subsidiaries....
Financing costs, net.............ovvvnn

Income Before INCOME TaXES....vvewrrrnnnns

Total ASSEtS. .. i vttt i $5,340,053 $2,775,921 $1,684,445

$ 936,575 $ 985,841

$ 1,112,320

$11,896,035

Operating Income consists of o0il and gas production revenues less
depreciation, depletion and amortization, asset retirement obligation
accretion, international impairments, lease operating costs, share
appreciation plan - lease operating costs, gathering and transportation
costs, and severance and other taxes.

ASSET RETIREMENT OBLIGATIONS

Effective January 1, 2003, the Company adopted SFAS No. 143, "Accounting

for Asset Retirement Obligations," which requires that an asset retirement
obligation (ARO) associated with the retirement of a tangible long-lived asset
be recognized as a liability in the period in which it is incurred and becomes
determinable, with an offsetting increase in the carrying amount of the
associated asset. The cost of the tangible asset, including the initially
recognized ARO, is depleted such that the cost of the ARO is recognized over the
useful life of the asset. The ARO is recorded at fair value, and accretion
expense will be recognized over time as the discounted liability is accreted to
its expected settlement value. The fair value of the ARO is measured using
expected future cash outflows discounted at the Company's credit-adjusted
risk-free interest rate. Apache's asset retirement obligations primarily relate
to the plugging and abandonment of oil and gas properties.
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The following table describes all changes to the Company's ARO liability
for the current year (in thousands):

Asset retirement obligation as of December 31, 2003........ .0 uutirenrrnnnnnreessas
Liabilities INCUIIred. ...ttt i i e e it e it e e
Liabilities settled. ... i i e e e
ACCr L I0N EXP BN S . o vt v vttt it e s
REV LS I ONS . v e e e e

Asset retirement obligation as of June 30, 2004...... ...ttt

Liabilities incurred during the period primarily relate to obligations in
connection with the Company's drilling activity. Liabilities settled during the
period primarily relate to individually immaterial properties plugged and
abandoned or sold during the period.

11. LITIGATION

Apache recorded a reserve in the second quarter of 2004 to fully reflect a
pre-tax $71 million international arbitration award to Texaco China B.V. (Texaco
China). In September 2001, Texaco China initiated an arbitration proceeding
against Apache China Corporation LDC (Apache China), later adding Apache Bohai
to the arbitration. In the arbitration Texaco China claimed damages, plus
interest, arising from Apache Bohai's alleged failure to drill three wells,
prior to re-assignment of the interest to Texaco China. Apache believes that the
finding of the arbitrator is unsupported by the facts and the law, and Apache
expects to pursue an appeal of the award in federal court.

12. SUPPLEMENTAL GUARANTOR INFORMATION

Apache Finance Pty Ltd. (Apache Finance Australia) and Apache Finance
Canada are subsidiaries of Apache, that have issuances of publicly traded
securities and require the following condensed consolidating financial
statements be provided as an alternative to filing separate financial
statements.

Each of the companies presented in the condensed consolidating financial
statements has been fully consolidated in Apache's consolidated financial
statements. As such, the condensed consolidating financial statements should be
read in conjunction with the financial statements of Apache Corporation and
Subsidiaries and notes thereto of which this note is an integral part.
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APACHE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE QUARTER ENDED JUNE 30, 2004

REVENUES AND OTHER:
0il and gas production revenues
Equity in net income (loss) of affiliates
Other

OPERATING EXPENSES:
Depreciation, depletion and amortization
Asset retirement obligation accretion
Lease operating costs
Share appreciation plan - LOE
Gathering and transportation costs
Severance and other taxes
General and administrative
Share appreciation plan - G&A
China litigation
Financing costs, net

INCOME (LOSS) BEFORE INCOME TAXES
Provision (benefit) for income taxes

NET INCOME ... ..ottt tin i e snennnns
Preferred stock dividends

INCOME ATTRIBUTABLE TO COMMON STOCK

REVENUES AND OTHER:
0il and gas production revenues
Equity in net income (loss) of affiliates
Other

OPERATING EXPENSES:
Depreciation, depletion and amortization
Asset retirement obligation accretion
Lease operating costs
Share appreciation plan - LOE
Gathering and transportation costs
Severance and other taxes
General and administrative ..............
Share appreciation plan - G&A
China litigation
Financing costs, net

INCOME (LOSS) BEFORE INCOME TAXES
Provision (benefit) for income taxes

NET INCOME . ... .ttt ii i e nnennnns
Preferred stock dividends

INCOME ATTRIBUTABLE TO COMMON STOCK
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APACHE APACHE APACHE
APACHE NORTH FINANCE FINANCE
CORPORATION AMERICA AUSTRALIA CANADA
(IN THOUSANDS)
$ 568,421 $ -8 -3 -
223,195 10,420 13,488 53,454
(1,148) - - -
790, 468 10,420 13,488 53,454
137,844 - - -
5,805 - - -
85,892 - - -
5,737 - - -
7,891 - - -
15,416 - - -
28,423 - - -
10,034 - - -
20,253 - 4,510 9,936
317,295 - 4,510 9,936
473,173 10,420 8,978 43,518
100, 035 - (1,442) (3,280)
373,138 10,420 10, 420 46,798
1,420 - - -
$ 371,718 $ 10,420 $ 10,420 $ 46,798
ALL OTHER
SUBSIDIARIES
OF APACHE RECLASSIFICATIONS
CORPORATION & ELIMINATIONS CONSOLIDATED
$ 756,030 $ (77,039) $ 1,247,412
(9,724) (290, 833) -
(5,531) - (6,679)
740,775 (367,872) 1,240,733
157,893 - 295,737
5,086 - 10,891
188, 244 (77,039) 197,097
5,255 - 10,992
12,271 - 20,162
6,179 - 21,595
8,056 - 36,479
978 - 11,012
71,216 - 71,216
(7,132) - 27,567
448,046 (77,039) 702,748
292,729 (290, 833) 537,985
69,534 - 164, 847
223,195 (290, 833) 373,138
- - 1,420
$ 223,195 $ (290,833) $ 371,718




APACHE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE QUARTER ENDED JUNE 30, 2003

REVENUES AND OTHER:
0il and gas production revenues
Equity in net income (loss) of affiliates
Other

OPERATING EXPENSES:
Depreciation, depletion and amortization
Asset retirement obligation accretion
Lease operating costs
Gathering and transportation costs
Severance and other taxes
General and administrative
Financing costs, net

PREFERRED INTERESTS OF SUBSIDIARIES

INCOME (LOSS) BEFORE INCOME TAXES
Provision (benefit) for income taxes

NET INCOME ... ..ottt tin i e snennnns
Preferred stock dividends

INCOME ATTRIBUTABLE TO COMMON STOCK

REVENUES AND OTHER:
0il and gas production revenues
Equity in net income (loss) of affiliates
Other

OPERATING EXPENSES:
Depreciation, depletion and amortization
Asset retirement obligation accretion
Lease operating costs
Gathering and transportation costs
Severance and other taxes
General and administrative
Financing costs, net

PREFERRED INTERESTS OF SUBSIDIARIES

INCOME (LOSS) BEFORE INCOME TAXES
Provision (benefit) for income taxes

NET INCOME .. ...ttt it in i e nnnnnnns
Preferred stock dividends

INCOME ATTRIBUTABLE TO COMMON STOCK
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APACHE APACHE APACHE
APACHE NORTH FINANCE FINANCE
CORPORATION AMERICA AUSTRALIA CANADA
(IN THOUSANDS)
$ 438,796 $ - $ - $ -
76,802 7,782 10,760 6,407
(2,641) - - -
512,957 7,782 10,760 6,407
93,593 - - -
3,778 - - -
66,007 - - -
4,412 - - -
13,042 - - 11
25,138 - - -
27,345 - 4,513 10,010
233,315 - 4,513 10,021
279,642 7,782 6,247 (3,614)
35,261 - (1,535) (3,318)
244,381 7,782 7,782 (296)
1,420 - - -
$ 242,961 $ 7,782 $ 7,782  $ (296)
ALL OTHER
SUBSIDIARIES
OF APACHE RECLASSIFICATIONS
CORPORATION & ELIMINATIONS CONSOLIDATED
(IN THOUSANDS)
$ 648,859 $  (43,325) $ 1,044,330
(9,681) (92,070) -
12,667 - 10, 026
651,845 (135, 395) 1,054,356
178,763 - 272,356
6,667 - 10, 445
163, 604 (43,325) 186,286
10,719 - 15,131
19,689 - 32,742
5,436 - 30,574
(12, 950) - 28,918
371,928 (43,325) 576,452
3,330 - 3,330
276,587 (92,070) 474,574
199, 785 - 230,193
76,802 (92,070) 244,381
- - 1,420
$ 76,802 $  (92,070) $ 242,961




APACHE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE SIX MONTHS ENDED JUNE 30, 2004

REVENUES AND OTHER:
0il and gas production revenues .........
Equity in net income (loss) of affiliates
Other ... i e

OPERATING EXPENSES:

Depreciation, depletion and amortization
Asset retirement obligation accretion

Lease operating costs ............c. i
Share appreciation plan - LOE ...........
Gathering and transportation costs ......
Severance and other taxes ...............
General and administrative ..............
Share appreciation plan - G&A ...........
China litigation ............cciviiinnnnn
Financing costs, net ...........covvven..

INCOME (LOSS) BEFORE INCOME TAXES ..........
Provision (benefit) for income taxes

NET INCOME ... ..ottt tin e e snannnns
Preferred stock dividends ...............

INCOME ATTRIBUTABLE TO COMMON STOCK ........

REVENUES AND OTHER:
0il and gas production revenues .........
Equity in net income (loss) of affiliates
Other ... . . i i

OPERATING EXPENSES:

Depreciation, depletion and amortization
Asset retirement obligation accretion

Lease operating coSts ...........iiuiinnn
Share appreciation plan - LOE ...........
Gathering and transportation costs ......
Severance and other taxes ...............
General and administrative ..............
Share appreciation plan - G&A ...........
China litigation ................ ...t
Financing costs, net ....................

INCOME (LOSS) BEFORE INCOME TAXES ..........

Provision (benefit) for income taxes

NET INCOME .. ... ..ttty

Preferred stock dividends ...............

INCOME ATTRIBUTABLE TO COMMON STOCK ........
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APACHE
CORPORATION

$ 1,097,459
416, 687
(1,911)

269, 054
11, 600
170,127

5,737
15,223
28,796
63,352
10, 034

896,296
174,074

722,222
2,840

$ 719,382

APACHE APACHE APACHE
NORTH FINANCE FINANCE
AMERICA AUSTRALIA CANADA

$ - 8

$ 18,682 $

ALL OTHER
SUBSIDIARIES
OF APACHE
CORPORATION

$ 1,457,921
(19, 310)
(7,583)

312,911
10, 052
388,213
5,255
24,573
1,729
16,977
978
71,216
(16,368)

615, 492
198, 805

$ 416,687

RECLASSIFICATIONS

& ELIMINATIONS

$ (155,214)
(532,174)

$ (532,174)

CONSOLIDATED

581,965
21,652
403,126
10,992
39,796
30,543
80, 329
11,012
71,216
54,713

1,085,328
363,106

2,840




APACHE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE SIX MONTHS ENDED JUNE 30, 2003

REVENUES AND OTHER:
0il and gas production revenues..........
Equity in net income (loss) of affiliates
Other. ..o

OPERATING EXPENSES:
Depreciation, depletion and amortization.
Asset retirement obligation accretion....
Lease operating costs...........covvinnnn
Gathering and transportation costs.......
Severance and other taxes................
General and administrative...............
Financing costs, net......... .. ...

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

INCOME (LOSS) BEFORE INCOME TAXES...........
Provision (benefit) for income taxes.....

INCOME (LOSS) BEFORE CHANGE IN
ACCOUNTING PRINCIPLE....... v iiivinnnnns
Cumulative effect of change in accounting
principle, net of income tax...........

NET INCOME. .. ...ttt ittt et e s e s ne e
Preferred stock dividends................

INCOME ATTRIBUTABLE TO COMMON STOCK.........

REVENUES AND OTHER:
0il and gas production revenues..........
Equity in net income (loss) of affiliates
Other. ... i e i

OPERATING EXPENSES:
Depreciation, depletion and amortization.
Asset retirement obligation accretion....
Lease operating costs............. ...
Gathering and transportation costs.......
Severance and other taxes................
General and administrative...............
Financing costs, net......... ..o,

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

INCOME (LOSS) BEFORE INCOME TAXES...........
Provision (benefit) for income taxes.....

INCOME (LOSS) BEFORE CHANGE IN
ACCOUNTING PRINCIPLE.......cviiviiinnnnns
Cumulative effect of change in accounting
principle, net of income tax...........

NET INCOME. ... 'ttt ittt n e e sn e snnnnns
Preferred stock dividends................

APACHE
APACHE APACHE FINANCE
CORPORATION NORTH AMERICA AUSTRALIA
$ 814,963 $ - $ -
256,160 16,729 22,685
(6,257) - -
1,064,866 16,729 22,685
161,211 - R
6,542 - R
124,774 - R
8,897 - -
27,399 - -
48,841 - -
48,444 - 9,025
426,108 - 9,025
638,758 16,729 13,660
75,205 - (3,069)
563,553 16,729 16,729
19,757 - -
583,310 16,729 16,729
2,840 - -
$ 580,470 $ 16,729 16,729
ALL OTHER
SUBSIDIARIES
OF APACHE RECLASSIFICATIONS
CORPORATION & ELIMINATIONS CONSOLIDATED

$ 1,303,126
(18, 758)
7,730

325,494
9,216
294,244
18,095
29,844

621, 758
372,473

$ (98,597)
(311, 418)

486,705
15,758
320,421
26,992
57,296
58,405
54,839

993,857
437,179

583,310
2,840

APACHE
FINANCE
CANADA



INCOME ATTRIBUTABLE TO COMMON STOCK................ $ 256,160 $ (311, 418) $ 580,470
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APACHE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
FOR THE SIX MONTHS ENDED JUNE 30, 2004

APACHE APACHE
APACHE APACHE FINANCE FINANCE
CORPORATION NORTH AMERICA AUSTRALIA CANADA

(IN THOUSANDS)

CASH PROVIDED BY (USED IN) OPERATING
ACTIVITIES . ot ittt et tie e ettt e et $ 678,621 $ - $ (8,219) $  (19,521)

CASH FLOWS FROM INVESTING ACTIVITIES:

Additions to property and equipment.............. (311,910) - - -
Investment in subsidiaries, net.................. (182,525) (9,025) - -
Other, nNet...... . i i s (8,957) - - -
NET CASH USED IN INVESTING ACTIVITIES.............. (503,392) (9,025) - -

CASH FLOWS FROM FINANCING ACTIVITIES:

Long-term borrowings.......... oo 274 - (806) 242
Payments on long-term debt....................... (135, 300) - - -
Dividends paid.......c.viiin i (41,838) - - -
Common stock activity..........ovviiiiinnnnns 13,383 9,025 9,025 19,281
Treasury stock activity, net..................... 7,663 - - -
Cost of debt and equity transactions............. (2,050) - - -
NET CASH PROVIDED BY FINANCING ACTIVITIES.......... (157,868) 9,025 8,219 19,523

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS. ...ttt it it 17,361 - - 2

CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR. ... ittt it i i i - - 2 1

CASH AND CASH EQUIVALENTS AT

END OF PERIOD. . ... ittt it $ 17,361 $ - $ 2 $ 3
ALL OTHER
SUBSIDIARIES
OF APACHE RECLASSIFICATIONS
CORPORATION & ELIMINATIONS CONSOLIDATED

CASH PROVIDED BY (USED IN) OPERATING
ACTIVITIES. o vttt ettt ettt ettt et eeeeeees $ 648,171 $ - $ 1,299,052

CASH FLOWS FROM INVESTING ACTIVITIES:

Additions to property and equipment.............. (746,239) - (1,058,149)

Investment in subsidiaries, net.................. (26,792) 218,342 -

Other, nNet...... .. e ees (10,231) - (19,188)
NET CASH USED IN INVESTING ACTIVITIES.............. (783,262) 218,342 (1,077,337)
CASH FLOWS FROM FINANCING ACTIVITIES:

Long-term borrowings. ........ouuiiinnrnnnrnnnns 165,023 (164,329) 404

Payments on long-term debt................ ... ... - - (135, 300)

Dividends paid......... .o i - - (41,838)

Common stock activity............ .o 16,682 (54,013) 13,383

Treasury stock activity, net..................... - - 7,663

Cost of debt and equity transactions............. - - (2,050)
NET CASH PROVIDED BY FINANCING ACTIVITIES.......... 181,705 (218,342) (157,738)
NET INCREASE (DECREASE) IN CASH AND

CASH EQUIVALENTS. .. ittt e e 46,614 - 63,977
CASH AND CASH EQUIVALENTS AT

BEGINNING OF YEAR. ... i ittt it i i e 33,500 - 33,503
CASH AND CASH EQUIVALENTS AT

END OF PERIOD. ... i vttt iin it i i $ 80,114 $ - $ 97,480
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APACHE CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
FOR THE SIX MONTHS ENDED JUNE 30, 2003

CASH PROVIDED BY (USED IN) OPERATING
ACTIVITIES. ...ttt

CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to property and equipment....
ACQUISItIONS. . v i it s
Investment in subsidiaries, net........
Other, net......... ..

NET CASH USED IN INVESTING ACTIVITIES....

CASH FLOWS FROM FINANCING ACTIVITIES:
Long-term borrowings...................
Payments on long-term debt.............
Dividends paid........cvviiiiinniinnnn
Common stock activity..................
Treasury stock activity, net...........
Cost of debt and equity transactions...

NET CASH PROVIDED BY FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS.......ciiiiiiiiiinnnnn

CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR........ . i

CASH AND CASH EQUIVALENTS AT
END OF PERIOD........0iiiiiiiniinnannn

CASH PROVIDED BY (USED IN) OPERATING
ACTIVITIES.. ... ..ottt

CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to property and equipment....
Acquisitions....... ..o
Investment in subsidiaries, net........
Other, net....... ..t

NET CASH USED IN INVESTING ACTIVITIES....

CASH FLOWS FROM FINANCING ACTIVITIES:
Long-term borrowings...........c.ouvuiunn.n
Payments on long-term debt.............
Dividends paid............. ..o it
Ccommon stock activity..................
Treasury stock activity, net...........
Cost of debt and equity transactions...

NET CASH PROVIDED BY FINANCING ACTIVITIES
NET INCREASE (DECREASE) IN CASH AND

CASH EQUIVALENTS........ ..,
CASH AND CASH EQUIVALENTS AT

BEGINNING OF YEAR......... .o

CASH AND CASH EQUIVALENTS AT
END OF PERIOD. ...... .0 iiiiiiiinnnnnns
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(580, 012)
(629,524)
156,790
(16,949)

76,315
(173, 405)

668,978

$ 38,998

$ -
56,564
56,564
651,126
(707, 690)
(56,564)

$ -

(771,046)
(1,157,134)

1,042,418
(852, 305)
(34,366)
570, 363

$ 40,999

APACHE APACHE
APACHE APACHE FINANCE FINANCE
CORPORATION NORTH AMERICA AUSTRALIA CANADA
(IN THOUSANDS)
422,811 - (10,411) $ 326,493
(191,034) - - -
(527,610) - - -
(204, 329) (9,025) - -
(15,393) - - -
(938,366) (9,025) - -
660,873 - 1,386 (347,282)
(678,900) - - -
(34,366) - - -
570,363 9,025 9,025 20, 662
3,399 - - -
(4,039) - - -
517,330 9,025 10,411 (326,620)
1,775 - - (127)
224 - 2 127
1,999 - 2 $ -
ALL OTHER
SUBSIDIARIES
OF APACHE RECLASSIFICATIONS
CORPORATION & ELIMINATIONS CONSOLIDATED



APACHE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATING BALANCE SHEET

ASSETS
CURRENT ASSETS:

AS OF JUNE 30, 2004

Cash and cash equivalents...............

Receivables,

net of allowance...........
Inventories..........

Drilling advances and others............

PROPERTY AND EQUIPMENT, NET

OTHER ASSETS:

Intercompany receivable, net............

Goodwill, net........
Equity in affiliates

Deferred charges and other..............

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Accounts payable.....
Other accrued expenses

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

DEFERRED CREDITS AND OTHER
NONCURRENT LIABILITIES:
Income taxesS.........

Advances from gas purchasers............
Asset retirement obligation.............
0il and gas derivative instruments......

Other................

COMMITMENTS AND CONTINGENCIES

SHAREHOLDERS' EQUITY.....

ASSETS
CURRENT ASSETS:

Cash and cash equivalents...............

Receivables,

net of allowance...........
Inventories..........

Drilling advances and others............

PROPERTY AND EQUIPMENT, NET

OTHER ASSETS:

Intercompany receivable, net............

Goodwill, net........
Equity in affiliates

Deferred charges and other..............

LIABILITIES AND SHAREHOLDERS'

CURRENT LIABILITIES:

Accounts payable.....
Other accrued expenses

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

ALL OTHER
APACHE APACHE SUBSIDIARIES
APACHE APACHE FINANCE FINANCE OF APACHE
CORPORATION NORTH AMERICA AUSTRALIA  CANADA CORPORATION
(IN THOUSANDS)
$ 17,361 $ - $ 2 % 3 % 80,114
267,307 - - 544,326
18,620 - - - 109,217
40,747 - - - 80,167
344,035 - 2 3 813,824
5,332,984 - - - 6,482,454
1,456,525 - (1,054) 93, 555 (1,549, 026)
- - - - 189, 252
3,510,976 242,695 494,048 1,192,419 (802,073)
42,774 - - 4,772 39,851
$10, 687,294 $242,695 $492,996  $1,290,749 $ 5,174,282
$ 246,143 $ - $ -3 - $ 168,836
282,241 - (102) 2,951 275,530
528,384 - (102) 2,951 444,366
1,270,858 - 269,088 646,769 5,355
961, 950 - (18, 685) (670) 843,719
100,135 - - - -
407,129 - - - 352,488
1,233 - - - -
143,416 - - - 17,378
1,613,863 - (18, 685) (670) 1,213,585
7,274,189 242,695 242,695 641, 699 3,510,976
$10, 687,294 $242,695 $492,996  $1,290,749 $ 5,174,282
RECLASSIFICATIONS
& ELIMINATIONS  CONSOLIDATED
(IN THOUSANDS)
$ - $ 97, 480
- 811, 633
- 127,837
- 120,914
- 1,157,864
- 11,815,438
- 189, 252
(4,638,065) -
- 87,397
$(4, 638, 065) $13,249, 951
$ - $ 414,979
- 560, 620
- 975,599

- 2,192,070



DEFERRED CREDITS AND OTHER
NONCURRENT LIABILITIES:

INCOME LAXES . ottt tte sttt enennennn, - 1,786,314
Advances from gas purchasers............ - 100,135
Asset retirement obligation............. - 759,617
0il and gas derivative instruments...... - 1,233
Other. ... ... - 160, 794

- 2,808,093

COMMITMENTS AND CONTINGENCIES

SHAREHOLDERS' EQUITY.......tvitiinnrnnnennnn (4,638,065) 7,274,189

$(4,638,065) $13, 249, 951
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APACHE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATING BALANCE SHEET
AS OF DECEMBER 31, 2003

ASSETS
CURRENT ASSETS:

Cash and cash equivalents.................

Receivables,
Inventories............

net of allowance.............

Drilling advances and other...............

PROPERTY AND EQUIPMENT, NET

OTHER ASSETS:

Intercompany receivable, net..............

Goodwill, net..........
Equity in affiliates...

Deferred charges and other................

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:
Accounts payable.......
Other accrued expenses.

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

DEFERRED CREDITS AND OTHER
NONCURRENT LIABILITIES:
Income taxes...........

Advances from gas purchasers..............
Asset retirement obligation...............
0il and gas derivative instruments........

Other..................

COMMITMENTS AND CONTINGENCIES

SHAREHOLDERS' EQUITY.......

ASSETS
CURRENT ASSETS:

Cash and cash equivalents.................

Receivables,
Inventories............

net of allowance.............

Drilling advances and other...............

PROPERTY AND EQUIPMENT, NET

OTHER ASSETS:

Intercompany receivable, net..............

Goodwill, net..........
Equity in affiliates...

Deferred charges and other................

LIABILITIES AND SHAREHOLDERS'

CURRENT LIABILITIES:
Accounts payable.......
Other accrued expenses.

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

519, 780

2,326,966

ALL OTHER
APACHE SUBSIDIARIES
APACHE APACHE FINANCE APACHE OF APACHE
CORPORATION NORTH AMERICA AUSTRALIA  FINANCE CANADA  CORPORATION
(IN THOUSANDS)
$ - $ - $ 2 $ 1 $ 33,500
204,078 - 434,977
17,646 - - - 108, 221
60,159 - - - 40, 488
281,883 - 2 1 617,186
5,235,717 - - - 6,024,368
1,291,503 - (1,961) 93,768 (1,383,310)
- - - - 189, 252
3,077,152 183, 617 437,860 1,084,711 (803, 409)
36,672 - - 4,767 26,278
$9,922,927 $183,617 $435, 901 $1,183,247 $ 4,670,365
$ 189,031 $ - $ - $ - $ 111,567
238,555 - 1,621 1,803 277,801
427,586 - 1,621 1,803 389, 368
1,405, 882 - 268,987 646,741 5,356
879,044 - (18,324) (842) 837,360
109, 207 - - - -
401, 349 - - - 338,426
5,931 - - - -
161,130 - - - 22,703
1,556, 661 - (18, 324) (842) 1,198,489
6,532,798 183,617 183,617 535,545 3,077,152
$9,922,927 $183, 617 $435, 901 $1,183,247 $ 4,670,365
RECLASSIFICATIONS
& ELIMINATIONS CONSOLIDATED
(IN THOUSANDS)
$ $ 33,503
639, 055
125, 867
100, 647
899,072
11,260, 085
- 189, 252
(3,979,931) -
- 67,717
$(3,979,931) $ 12,416,126
$ $ 300,598



DEFERRED CREDITS AND OTHER
NONCURRENT LIABILITIES:

INCOME TaAXES . ottt ettt tett it anannnnn - 1,697,238
Advances from gas purchasers.............. - 109,207
Asset retirement obligation............... - 739,775
0il and gas derivative instruments........ - 5,931
Other. ... - 183,833

- 2,735,984

COMMITMENTS AND CONTINGENCIES

SHAREHOLDERS' EQUITY. .t vtvesesineeesnnnnnnns (3,979,931) 6,532,798
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ITEM 2 - MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

OVERVIEW

Apache Corporation (Apache or the Company) reported record
second-quarter 2004 earnings of $372 million despite a pre-tax charge of $71
million for China litigation (see Note 11) and $22 million of expenses
associated with attainment of the first share price goal under the 2000 Share
Appreciation Plan (see Note 6). Second-quarter 2004 earnings were 53 percent
higher than the comparable 2003 quarter. The Company also reported record
earnings of $719 million for the first half of 2004, 24 percent higher than the
comparative 2003 period. Net cash provided by operating activities totaled $1.3
billion for the six-month period compared to $1.2 billion in the prior-year
period. The improved results were driven by strong crude oil prices, higher
crude oil production, higher gas production and a lower effective income tax
rate.

Production from outside the U.S. increased four percent from the 2003
quarter to 58 percent of worldwide production. Our second-quarter 2004
production mix remained balanced at a 47/53 percent natural gas to liquids,
compared to 48/52 percent in 2003. The change in production mix reflects the
impact of the pure oil plays in the North Sea and China. Natural gas production
of 1,251 MMcf/d was essentially flat to the second-quarter of 2003, while crude
0il production increased six percent to 224,602 b/d.

Our 2004 worldwide capital expenditures exceeded $500 million for the
second consecutive quarter with two-thirds dedicated to our North American
regions, consistent with the first quarter. Five notable discovery and appraisal
wells since the end of the first quarter 2004 are discussed below:

- On May 19, 2004, we announced the Stickle-1 well, our third
wildcat discovery in the Exmouth Sub-Basin of the Carnarvon
Basin offshore Western Australia. Additional exploration and
appraisal wells are planned this year.

- On May 20, 2004, the Sheiba 18-3 discovery was announced. It
is the first commercial o0il discovery in the eastern part of
the Shell-operated North East Abu Gharadig concession in
Egypt's Western Desert. A proposal for further exploration of
this area has been reviewed and supported by the state-owned
Egyptian General Petroleum Corporation (EGPC).

- On June 23, 2004, we announced that the Ozoris-4 well
discovered new field pays in the Ozoris/Qasr area of the
Khalda concession, opening up large new plays in the Shushan
Basin. Additionally, this discovery confirmed the
seismically-defined northeastern limits of the Qasr field.
Appraisal drilling of the deeper sands will be undertaken
after producing oil encountered in several shallower
reservoirs.

- On July 1, 2004, we announced that the Qasr-5 appraisal well
successfully extended the Qasr field to the southwest, further
confirming the overall seismically-defined structure of the
field. This is our third successful appraisal well in what is
certainly the largest natural gas discovery in Apache's
history. Additional appraisal wells will be drilled later this
year.

- On July 13, 2004, we announced that the Ravensworth-2
appraisal well in the Exmouth Basin encountered an o0il column
49 feet higher than we expected, thereby extending the area of
the field considerably farther north than we had mapped based
on the Ravensworth-1 discovery well.

On April 22, 2004, we announced completion of a 25-year Gas Sales
Agreement with EGPC covering natural gas from the Qasr field. Principle terms
include supplying 300 MMcf of gas per day to the Egyptian market. The pricing
terms under the agreement set a minimum price of $1.50 per million British
thermal units (MMBtu) and a maximum price of $2.65 per MMBtu. Field development,
final engineering design and tendering operations are underway to allow us to
reach the full contracted quantity during 2005.
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on May 24, 2004, Apache signed a letter of intent with ExxonMobil to
explore and develop properties in West Texas, Western Canada, Louisiana and the
Gulf of Mexico. The program will capitalize on the respective strengths and
assets of both companies in these areas. The agreement provides for transfers
and joint venture activity across a broad range of prospective and mature
properties. Apache's participation will include an estimated cash payment of
$385 million as of the effective date. The parties are negotiating definitive
agreements, based on the letter of intent which included the following:

- ExxonMobil will transfer its interest in 28 mature producing
0il and gas fields in West Texas and New Mexico, retaining a
revenue interest indexed to oil price through 2009 and a 50
percent working interest in all properties beneath the
currently producing intervals.

- ExxonMobil Canada will farm out its interest in approximately
300,000 acres of undeveloped property interests in the Western
Canada Province of Alberta to Apache Canada Ltd. ExxonMobil
Canada will retain a 37.5 percent lessor royalty interest in
fee lands and a 35 percent working interest on ExxonMobil
leaseholds as to any production resulting from the drilling
program to be undertaken by Apache, currently targeted to
include at least 250 wells.

- The companies will explore jointly for deep gas on
approximately 800,000 acres of Apache onshore Louisiana and
Gulf of Mexico properties for an initial five-year period,
with provisions for extension.

In July 2004, the Company signed an amendment agreement with EGPC
which, among other things, extended the life of the Khalda, Khalda West and
Salam development leases through 2024. These development leases would have
expired in 2011, 2012 and 2010, respectively. We also received a five-year
extension on our Khalda Offset exploration acreage, with an option for an
additional 3-year extension. As part of this agreement and in conjunction with
the Qasr 25-year Gas Sales Agreement previously discussed, we agreed to re-price
natural gas volume in excess of 100 MMcf/d produced from the Khalda Concession
development leases. Under the new pricing formula, Apache will receive a minimum
price of $1.50 per MMbtu and a maximum price of $2.65 per MMbtu. The overall
effect of the new price terms will have a minimal effect on financial results.

As discussed in Note 6 of this Form 10-Q, on April 28, 2004, Apache's
share price exceeded the first threshold for the 10-day requirement under its
2000 Share Appreciation Plan. As such, the Company will issue approximately
900,000 shares of its common stock, after minimum tax withholding requirements,
in three equal installments. The first installment was issued in May 2004. The
second and third installments will be issued in 2005 and 2006 to employees
remaining with the Company during that period. The incentives will reduce
Apache's 2004 net income by approximately $16 million after tax or five cents
per diluted common share.

The balance of the year appears favorable considering that current
NYMEX futures markets indicate that crude oil and natural gas prices should
equal or exceed the average NYMEX prices in the first half of 2004. We believe
our earnings and cash flow will remain strong and we expect a solid balance
sheet, as evidenced by our 23.2 percent debt-to-capitalization ratio and
increasing cash reserve.
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RESULTS OF OPERATIONS

Revenues

The following table presents each segment's o0il revenues and gas

revenues as a percentage of total oil revenues and gas revenues,

FOR THE QUARTER ENDED JUNE 30,

respectively.

FOR THE SIX MONTHS

ENDED JUNE 30,

2004 2003 2004 2003 2004 2003 2004
United States.. 34% 35% 58% 63% 34% 35% 59%
Canada ........ 13% 13% 28% 27% 13% 14% 28%
North America.. 47% 48% 86% 90% 47% 49% 87%
Egypt ......... 25% 21% 11% 7% 24% 25% 10%
Australia ..... 12% 16% 3% 3% 12% 18% 3%
North Sea ..... 14% 15% - - 14% 8% -
China ......... 2% - - - 3% - -
Total.. 100% 100% 100% 100% 100% 100% 100%

Crude 0il Contribution

The only appreciable changes in the geographic mix of our
second-quarter 2004 crude o0il revenues compared to 2003 occurred in areas
outside of North America. Revenue contributions from North America remained
relatively constant quarter-to-quarter. China, which did not contribute any
second-quarter 2003 revenues, contributed two percent of second-quarter 2004
crude oil revenues. Australia's overall contribution declined four percent as
guarter-over-quarter revenues were relatively flat, while revenues rose in most
other areas. While Australia saw higher crude oil prices, the benefit was offset
by lower production. Egypt saw both higher prices and production growth pushing
their contribution to 25 percent of consolidated crude o0il revenues, four
percent above the 2003 quarter.

Contributions for the six-month period were similar to quarter
contributions with the most significant change involving the North Sea and
Australia. The North Sea contributions increased six percent to 14 percent while
Australia's fell six percent to 12 percent on 2004 revenues. Australia's overall
contribution declined six percent for the reasons discussed above and because of
the contributions from the North Sea and China. The two percent decline in North
America's contribution to consolidated crude o0il revenues is related to the
addition of the North Sea and China.

Natural Gas Contribution

The North American regions continue to contribute the vast majority of
our natural gas revenues. However, Egypt's contribution to second-quarter
revenues increased four percent to 11 percent of consolidated natural gas
revenues. Egypt's gain was at the expense of the U.S. This shift occurred
because U.S. second-quarter 2004 natural gas revenues declined three percent
compared to the 2003 quarter, while Egypt's revenues surged 50 percent. Egypt
saw a 24 percent improvement in realized natural gas price and a 21 percent
rise in production. New discoveries enabled higher utilization rates at the
Salam and Tarek gas plants. The U.S. revenues were down on lower production.

Segment contributions to revenue for the six-month period were similar,
although the period-over-period change was not as dramatic.
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The table below presents o0il and gas production revenues,

production

and average prices received from sales of natural gas, oil and natural gas

liquids.

FOR THE QUARTER ENDED JUNE 30,

INCREASE
(DECREASE)

2004 2003
Revenues (in thousands):
Natural gas .......ovvuvvnnnnnnn $ 550,509 $ 523,478
01l o 675,654 504,468
Natural gas liquids ............ 21,249 16,384
Total oot 1,247,412  $1,044,330
Natural Gas Volume - Mcf per day:
United States .................. 665,167 702,109
Canada ....vviiii i 327,537 317,079
EQYPL cvv vttt 137,329 113,169
Australia ..........ccviiiiinnn 115,824 106,698
NOrth S€ea .......ovvvvvununnennnn 1,661 2,103
Argentina ........ .. e 3,334 7,741
Total ......oviiiiiia 1,250,852 1,248,899
Average Natural Gas price - Per Mcf:
United States .................. $ 5.31 % 5.19
Canada ........ouviiiiiiiiinean 5.11 4.81
EQYPE « o s 4.66 3.77
Australia ..........ooiiiiiaa 1.65 1.40
North Sea .................vu 5.05 2.08
Argentina ........ .. .67 .50
Total ........ ..o 4.84 4.61
0il Volume - Barrels per day:
United States ............ ...\, 69, 080 72,477
CanNada .. vvviii 26,226 24,890
EQYPL vttt 53,410 47,687
Australia ..........oiiiiiiiann 22,200 32,673
North Sea ........... ... 47,179 33,387
China ... 5,966 -
Argentina ........ ... 00, 541 587
Total ..........cciiinnn. 224,602 211,701
Average 0il price - Per barrel:
United States .................. $ 37.00 $ 26.90
Canada .......ovviiiiiiiiii 35.91 27.80
EQYpPt .o 34.24 24.45
Australia ...........cooiiiiia 39.03 26.61
North Sea ................... ... 21.70 25.50
China ..........oooiiiiiiiin, 31.73 -
Argentina ........ .. i 35.10 27.02
Total ....ovviiiiii 33.06 26.19
Natural Gas Liquids (NGL)
Volume - Barrels per day:
United States .............. 7,585 7,448
Canada .......ovviiiinnannn 2,601 1,894
Total vt 10,186 9,342
Average NGL Price - Per barrel:
United States .............. $ 22.48 $ 20.24
Canada ........ceviviiinnnnnn 24.23 15.46
Total ..........cciiinnn. 22.92 19.27
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5%
34%
30%

19%

(5%)
3%
21%
9%

(21%)

(57%)

2%
6%
24%
18%
143%
34%
5%

(5%)
5%
12%

(32%)
41%

(8%)

6%

38%
29%
40%
47%

(15%)

30%
26%

2%
37%

9%

11%
57%
19%

FOR THE SIX MONTHS ENDED JUNE 30,

INCREASE
2004 2003 (DECREASE)
$1,077,363  $1,043,838 3%
1,278,289 942,811 36%
44,514 32,843 36%
$2,400,166  $2,019,492 19%
654, 815 627, 858 4%
320,800 313,164 2%
132,997 118, 415 12%
117,323 103,941 13%
1,631 1,057 54%
4,247 7,267 (42%)
1,231,813 1,171,702 5%
$ 5.33 $ 5.64 (6%)
5.10 5.08 -
4.39 4.15 6%
1.67 1.35 24%
4.70 2.08 126%
.55 .46 20%
4.81 4.92 (2%)
68,167 64,947 5%
25,746 24,813 4%
51,254 46,704 10%
22,928 31,562 (27%)
45,739 16,786 173%
6,703 - -
547 592 (8%)
221,084 185, 404 19%
$ 34.71 $ 27.81 25%
34.48 29.92 15%
32.85 27.37 20%
36.88 29.67 24%
22.19 25.50 (13%)
30.84 - -
34.26 29.49 16%
31.77 28.09 13%
7,856 6,769 16%
2,600 1,652 57%
10, 456 8,421 24%
$ 23.92  $ 22.07 8%
21.78 19.39 12%
23.39 21.55 9%



Natural Gas Revenues

The Company's second-quarter 2004 natural gas revenues were $27 million
higher than the comparable 2003 quarter. Virtually all of the improvement was
related to higher natural gas prices, which improved $.23 per Mcf over the
prior-year quarter. Consolidated natural gas production increased slightly over
the 2003 period, adding nominal revenues. Production in U.S. declined 37 MMcf/d,
primarily because of natural decline in mature fields, particularly in the Gulf
of Mexico. Egypt's production was up 24 MMcf/d as the Salam and Tarek gas plants
began operating close to full capacity, following completion of new wells on
several concessions. Canada's production increased 10 MMcf/d with production
from new wells offsetting natural decline in mature fields. Australia saw a 9
MMcf/d increase on higher customer demand and new contractual sales.

Apache uses a variety of strategies to manage its exposure to
fluctuations in natural gas prices, including fixed-price physical contracts and
derivatives. Approximately nine percent of our second-quarter 2004 domestic
natural gas production was subject to long-term fixed-price physical contracts,
up from eight percent in the second quarter of 2003. We also amortized small
amounts of unrealized gains and losses on derivative positions closed in October
and November 2001. The impact on our realized price was negligible in 2004 and
2003. The following table shows the impact on average prices for these items:

FOR THE QUARTER ENDED

JUNE 30,
2004 2003 2004
(Per Mcf)
Fixed-price physical.. $(.10) $(.08) $(.09)
Derivatives .......... (.20) (.02) (.13)
Amortization ......... - (.01) -

Crude 0il Revenues

The Company added $171 million to second-quarter 2004 crude oil
revenues on a $6.87 per barrel improvement in realized crude oil price and a
12,901 b/d rise in production. The higher realized price contributed almost 80
percent of the additional revenues. The increase in production came from the
North Sea, China and Egypt. The North Sea's production is up 13,792 b/d,
reflecting additional production from new wells and operational enhancements
since the second quarter of 2003. A portion of the revenue from the North Sea is
tied to a separate crude oil physical sales contract entered into in conjunction
with the acquisition. See Note 2 of this Form 10-Q for a discussion of the terms
of this contract. Production in China, which commenced in July 2003, added 5,966
b/d. Egypt's production is up 5,723 b/d on exploration and development activity.
Partially offsetting these production gains were a 10,473 b/d decline in
Australia and a 3,397 b/d decline in the U.S. Australia's decline is related to
natural declines in new wells and performance at Legendre field. The U.S.
decline is attributed to natural decline in our Gulf Coast region production.

Apache also manages its exposure to fluctuations in crude oil prices
using derivatives. We continue to amortize the unrealized gains and losses over
the original production life of derivative positions closed in October and
November 2001. The following table shows the impact on prices of each of these
items:

FOR THE QUARTER ENDED FOR THE SIX MONTHS ENDED

JUNE 30, JUNE 30,

2004 2003 2004 2003
S (Per bbl; ____________

Derivgtivgs ......... $ - $ (.54) $ (.29) $ (1.00)
Amortization........ - .02 - .03
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Operating Expenses

The table below presents a comparison of our expenses on an absolute
dollar basis and an equivalent unit of production (boe) basis. Our discussion
may reference either expenses on a boe basis or expenses on an absolute dollar
basis, or both, depending on their relevance. To maintain comparability between
the periods, we elected to disclose separately expenses related to the 2000
Share Appreciation Plan and the reserve for the China litigation.

FOR THE QUARTER ENDED JUNE 30, FOR THE SIX MONTHS ENDED JUNE 30,

2004 2003 2004 2003 2004 2003 2004 2003

(In millions) (Per Boe) (In millions) (Per Boe)

Depreciation, depletion and amortization
(DD&A) :

0il and gas property and equipment ......... $ 278 $ 255 $6.88 $6.53 $ 546 $ 453 $ 6.87 $ 6.43
Other assets ........iiii i 18 17 .45 .44 36 34 .45 .48
Asset retirement obligation accretion .......... 11 10 .27 .27 22 16 .27 .22
Lease operating costs (LOE) ................o..nn 197 186 4.89 4.77 403 320 5.07 4.55
Share appreciation plan - LOE .................. 11 - .27 - 11 - .14 -
Gathering and transportation costs ............. 20 15 .50 .39 40 27 .50 .38
Severance and other taxes ...........cevvvvinnnn 22 33 .54 .84 30 57 .38 .81
General and administrative expense (G&A) ....... 36 31 .90 .78 80 58 1.01 .83
Share appreciation plan - G&A .............vnunn 11 - .28 - 11 - .14 -
China litigation ..........c.ciiiiiiiinnrnnernnns 71 - 1.77 - 71 - .90 -
Financing costs, net ..........cciviiiiiininnenn.s 28 29 .68 .74 55 55 .69 .78
Total . e $ 703 $ 576 $17.43 $14.76 $1, 305 $1,020 $16.42 $14.48

Depreciation, Depletion and Amortization

Apache's full-cost DD&A expense is driven by many factors including
certain costs incurred in the exploration, development, and acquisition of
producing reserves, production levels, estimates of proved reserve quantities
and future development and abandonment costs.

Second-quarter 2004 full-cost DD&A expense of $278 million is $23
million higher than 2003, with 40 percent ($9 million) of the increase
attributable to volume growth. The 2004 expense is mainly comprised of the U.S.,
$133 million; Canada, $45 million; Egypt, $39 million; Australia, $26 million;
the North Sea, $28 million and China, $7 million. Second-quarter 2003 full-cost
DD&A expense of $255 million is mainly comprised of the U.S., $126 million;
Canada, $37 million; Egypt, $42 million; Australia, $28 million and the North
Sea, $22 million.

On a boe basis, our second-quarter 2004 full-cost DD&A rate of $6.88 is
$.35 higher than the second-quarter 2003 rate. The rate increase is incremental
over sequential quarters and only increased $.03 from the first quarter of 2004.
The U.S. added $.30 to the rate on higher finding and future development costs.
Canada added $.15 to the rate on higher finding costs. China, which had higher
finding and development costs than other regions, added $.09 to the rate since
initial production in the third quarter of 2003. Australia added $.08 to the
rate. Egypt and the North Sea's rates reduced the worldwide rate $.23 and $.06,
respectively, as both regions added lower cost reserves.

Lease Operating Costs

While second-quarter 2004 lease operating costs were $11 million higher
than the second quarter of 2003, they were $9 million less than the first
quarter of 2004. Over 70 percent of the increase from 2003 related to the Shell
acquisition and initial production in China, both of which were third-quarter
2003 events. On a unit of production basis, second-quarter 2004 costs were up
$.12 from 2003 to $4.89 per boe.

Geographically, second-quarter costs in the U.S. were up $10 million.
on a unit of production basis, the U.S. added $.36 per boe to the consolidated
rate. Approximately one-third of the rate increase in the U.S. is related to
lower production, with the balance attributed to higher workover activity and
various miscellaneous costs. Australia, where absolute costs were up marginally,
added $.11 per boe on lower production. Canada's costs were up $5 million on
contract labor, lease rentals and other miscellaneous costs associated with
increase in activity and a higher well count. Canada added $.09 per boe to the
consolidated rate. Egypt reduced the consolidated rate $.11 per boe on higher
production. The North Sea reduced the consolidated rate $.33 per boe on lower
costs and a 41 percent increase in production. The North Sea had less workover
activity, less turnaround expense and lower repair cost in the second quarter of
2004, compared to 2003.
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Lease operating costs for the 2004 six-month period were $83 million
higher than 2003, $72 million of which occurred in the first quarter of 2004,
when comparability between the periods was affected by our April 2003 entrance
into the North Sea, initial production in China which occurred in July 2003, and
the 2003 BP and Shell acquisitions in the U.S. Our year-to-date rate of $5.07
per boe is $.52 higher than 2003. Approximately 44 percent or $.23 per boe of
the increase is attributable to our U.S. operations for the reasons discussed
above, higher repair and maintenance cost, and additional incentive compensation
recorded in the first quarter of 2004. Australia added $.09 per boe to the
consolidated rate on flat cost and lower production. Canada added $.10 per boe
for the reasons discussed above and the weaker first-quarter U.S.-to-Canadian
dollar exchange rate. The North Sea added $.06, a combination of its initial
impact on the consolidated rate and the improvement in the second quarter noted
above. Egypt added $.03 because of the loss of a diesel fuel subsidy in the
third quarter of 2003 and higher variable cost (consumables, trucking, chemicals
and transportation) associated with production from newer concessions.

Share Appreciation Plan - Lease Operating Costs

These costs represent the portion of the 2000 Share Appreciation Plan
expenses (see Note 6) attributed to personnel involved in lease operating
activities.

Gathering and Transportation Costs

Apache sells oil and natural gas under two types of transactions, both
of which include a transportation charge. One is a netback arrangement, under
which Apache sells o0il or natural gas at the wellhead and collects a price, net
of transportation incurred by the purchaser. Under the other arrangement, Apache
sells oil or natural gas at a specific delivery point, pays transportation to a
third-party carrier and receives from the purchaser a price with no deduction
for transportation cost. In the U.S. and Canada, Apache sells oil and natural
gas under both types of arrangements. In the North Sea and China, Apache pays
transportation to third parties and receives payments with no transportation
deduction. In our North American operations these costs are primarily related to
the transportation of natural gas. In the North Sea these costs are related to
transportation of o0il. In Egypt and Australia, oil and natural gas are sold
under the netback arrangement. Gathering and transportation costs paid to
third-party carriers and disclosed here vary based on the volume and distance
shipped, and the fee charged by the transporter, which may be price sensitive.

These costs totaled $20 million in the second quarter of 2004, up $5
million from the 2003 comparative quarter. For the 2004 six-month period, these
costs totaled $40 million compared to $27 million in 2003. The table below
presents a comparison of these expenses.

FOR THE QUARTER ENDED JUNE 30, FOR THE SIX MONTHS ENDED JUNE 30,

(In millions)

U.S. i $ 7.8 $ 4.6 $15.2 $ 9.6
Canada ......oiiiiii e 7.4 7.2 14.7 14.1
North Sea ........... ..o 4.9 3.3 9.7 3.3
China ........ .o, 1 - .2 -
Total Gathering and Transportation $20.2 $15.1 $39.8 $27.0

The higher cost in the U.S. is related to an increase in volumes
transported under third - party transportation contracts and sold at specific
delivery points in 2004, compared to the prior-year periods. Transportation cost
in the North Sea increase in conjunction with higher production.

Severance and Other Taxes

Severance and other taxes are comprised primarily of severance taxes on
properties onshore and in state or provincial waters in the U.S. and Australia,
the Australian Petroleum Resource Rent Tax (PRRT), the U.K. Petroleum Revenue
Tax (PRT), the Canadian Large Corporation Tax, Saskatchewan Capital Tax,
Saskatchewan Resource Surtax and Freehold Mineral Tax. Egyptian operations are
not subject to these various taxes. During the second quarter of 2004,
production from our Legendre field in Australia crossed a cumulative production
threshold, triggering an excise tax of approximately $3 million.
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Second-quarter and year-to-date 2004 severance and other taxes totaled
$22 million and $31 million, respectively, $11 million and $27 million, less
than the prior year periods. A detail of these taxes follows:

FOR THE QUARTER ENDED JUNE 30, FOR THE SIX MONTHS ENDED JUNE 30,

Severance taxes ..............n $ 26.1 $19.5 $ 45.4 $40.5
UK. PRT ittt (12.4) 5.6 (29.1) 5.6
Canadian taxes ................ 4.8 4.8 9.9 7.9
Other ... 3.1 2.8 4.3 3.3
Total Severance and Other Taxes $ 21.6 $32.7 $ 30.5 $57.3

Virtually all of the increase in second-quarter 2004 severance taxes is
related to higher severance taxes in Australia. The U.K.'s PRT tax benefits
reflect the impact from higher capital spending, compared to the prior year
periods.

General and Administrative Expense

Second-quarter G&A costs of $36 million were $6 million above the 2003
comparable quarter. Approximately half of the additional expense is related to
the impact on compensation programs related to the rising price of Apache's
common stock, and 2004 incentive compensation expense. The impact from the
higher stock price stems from Apache's decision, effective January 1, 2003, to
expense stock-based compensation plans. The balance is related to the Company's
decision to increase charitable contributions and its North Sea operations.

For the six-month period, G&A expenses of $80 million were $22 million
above the 2003 period. As noted above, the stock-based compensation plans and
incentive compensation plans accounted for over half of the increase. The
compensation expenses included incremental 2003 incentive compensation paid in
2004, as noted in the first quarter. The balance is related to our North Sea
operations, charitable contributions, expansion of our gas marketing group and
higher comparative legal costs.

Share Appreciation Plan - General and Administrative

These costs represent the portion of the 2000 Share Appreciation Plan
expenses (see Note 6) attributed to personnel involved in general corporate
activities.

China Litigation

Apache recorded a reserve in the second quarter of 2004 to fully
reflect a $71 million international arbitration award to Texaco China B.V.
(Texaco China). In September 2001, Texaco China initiated an arbitration
proceeding against Apache China Corporation LDC (Apache China), later adding
Apache Bohai to the arbitration. In the arbitration Texaco China claimed
damages, plus interest, arising from Apache Bohai's alleged failure to drill
three wells, prior to re-assignment of the interest to Texaco China. Apache
believes that the finding of the arbitrator is unsupported by the facts and the
law, and Apache expects to pursue an appeal of the award in federal court.

Provision for Income Taxes

Second-quarter 2004 income tax expense was $65 million less than the
2003 quarter, on a lower effective tax rate. The current quarter benefited from
a reduction in Canadian federal statutory rates in the fourth quarter of 2003, a
reduction in Alberta Canada's provincial statutory income tax rate in the second
quarter of 2004 and the impact on Australia's deferred tax expense from a
stronger U.S. dollar. Also, Canada's 2003 second-quarter deferred income tax
expense was impacted by a weaker U.S. dollar, while the 2004 quarter benefited
from a strengthened U.S. dollar. For the six-month period, 2004 income tax
expense was $74 million less than the 2003 period for the reasons previously
discussed.
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OIL AND GAS CAPITAL EXPENDITURES

FOR THE SIX MONTHS ENDED JUNE 30,

(In thousands)

Exploration and development:

United States .......iiiiiiii ittt e $ 378,147 $ 198,294
Canada .. v vttt e e s 339,663 300,209
=017 o 140,183 123,843
AUSEralia . ..v ittt i e e e 65,876 46,396
NOFth SEa ittt e ettt 132,636 12,577
(o] 1 51 - K 4,333 14,563
Other International .............ciiiiieniinnnninnnnnn 669 653
$ 1,061,507 $ 696,535
Capitalized Interest ........ ..t iiaans $ 26,358 $ 23,850
Gas gathering, transmission and processing facilities ..... $ 40, 363 $ 6,528
Acquisitions:

0il and gas properties ......... ..o $ (1,539) $ 1,230,814

Gas gathering, transmission and processing
faCilities i e s - 5,484
$ (1,539) $ 1,236,298

CAPITAL RESOURCES

Apache's primary cash needs are for exploration, development and
acquisition of o0il and gas properties, operating expenses, repayment of
principal and interest on outstanding debt, and payment of dividends. The
Company funds its exploration and development activities primarily through
internally generated cash flows. Apache budgets capital expenditures based upon
projected cash flows and routinely adjusts its capital expenditures in response
to changes in 0il and natural gas prices and corresponding changes in cash flow.
The Company cannot accurately predict future oil and gas prices.

Net Cash Provided by Operating Activities

Apache's net cash provided by operating activities during the first
half of 2004 totaled $1.3 billion, an increase of six percent from $1.2 billion
in the first half of 2003. This increase generally reflects the impact of higher
prices on o0il and gas production revenues and higher production levels relative
to the prior-year period.

LIQUIDITY

The Company had $97 million in cash and cash equivalents on hand on
June 30, 2004, up from $34 million on December 31, 2003. Apache's ratio of
current assets to current liabilities on June 30, 2004 was 1.19 compared to 1.10
on December 31, 2003.

On January 22, 2003, the Company completed a public offering of 19.8
million shares of Apache common stock (adjusted for the five percent common
stock dividend and the two-for-one common stock split) including underwriters'
over-allotment option, for net proceeds of approximately $554 million. The
proceeds were used toward Apache's acquisition from BP of producing properties
in the North Sea and the Gulf of Mexico.

On May 15, 2003, Apache Finance Canada Corporation (Apache Finance
Canada) issued $350 million of 4.375 percent, 12-year, senior unsecured notes in
a private placement. On March 4, 2004, the Company completed an exchange offer
with the holders of the notes, issuing publicly traded, registered notes of the
same principal amount and with the same interest rates, payment terms and
maturity. The notes are irrevocably and unconditionally guaranteed by Apache and
are redeemable, as a whole or in part, at Apache Finance Canada's option,
subject to a make-whole premium. Interest is payable semi-annually on May 15 and
November 15 of each year commencing on November 15, 2003. The proceeds of the
original note offering were used to reduce bank debt and outstanding commercial
paper and for general corporate purposes.
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Apache believes that cash on hand, net cash generated from operations,
short-term investments, and unused committed borrowing capacity under its credit
facilities will be adequate to satisfy future financial obligations and
liquidity needs. In addition, Apache's strong credit ratings should facilitate
continued access to capital markets. As of June 30, 2004, Apache's available
borrowing capacity under its credit facilities was $1.5 billion.

FUTURE TRENDS

Our objective is to build a company of lasting value by pursuing
profitable growth through a combination of drilling and acquisitions. Our
investment decisions are subjected to strict rate of return criteria and
generally fall in the categories identified below, depending on which phase of
the price and cost cycle we may be in. Those categories include:

- exploiting our existing property base;

- acquiring properties to which we can add value; and

- drilling high-potential exploration prospects.
Exploiting Existing Asset Base

We seek to maximize the value of our existing asset base by increasing
production and reserves while operating in the most cost efficient manner. In
order to achieve these objectives, we actively pursue production enhancement
opportunities such as workovers, recompletions and moderate risk drilling, while
divesting marginal and non-strategic properties and identifying other activities
to reduce costs. Given the significant acquisitions and discoveries over the
last few years, including the properties acquired from BP and Shell, we have an
abundant inventory of exploitation opportunities.

Acquiring Properties to Which We Can Add

We seek to purchase reserves at
avoiding auction processes, where we are

Value

appropriate prices by generally
competing against other buyers and by

targeting properties to which we believe we can add value. Our aim is to follow
each acquisition with a cycle of reserve enhancement, property consolidation and
cash flow acceleration, facilitating asset growth and debt reduction.

Investing in High-Potential Exploration Prospects

We seek to concentrate our exploratory investments in a select number
of international areas and to become one of the dominant operators in those
regions. We believe that these investments, although higher-risk, offer
potential for attractive investment returns and significant reserve additions.
our international investments and exploration activities are a significant
component of our long-term growth strategy. They complement our domestic
operations, which are more development oriented.

ITEM 3 - QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Major market risk exposure continues to be the pricing applicable to
our oil and gas production. Realized pricing is primarily driven by the
prevailing worldwide price for crude oil and spot prices applicable to our
United States and Canadian natural gas production. Historically, prices received
for oil and gas production have been volatile and unpredictable.

Apache generally sells all of its Egyptian crude oil and natural gas
production to EGPC for U.S. dollars. Weak economic conditions in Egypt continue
to impact the timeliness of receipts from EGPC; however, the situation has not
deteriorated since year-end and Apache continues to receive payments.

The information set forth under "Commodity Risk," "Interest Rate Risk"
and "Foreign Currency Risk" in Item 7A of our annual report on Form 10-K for the
year ended December 31, 2003, is incorporated herein by reference. Information
about market risks for the quarter ended June 30, 2004 does not differ
materially from the disclosure in our 2003 Form 10-K, except as noted below.
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Although Apache uses floating-rate debt on a short-term basis, all of
the Company's debt was at fixed-rates as of June 30, 2004. Apache's annual
interest costs in 2004 are not expected to fluctuate materially. Therefore, the
Company considers its interest rate risk exposure to be minimal.

On June 30, 2004, the Company had open natural gas derivative positions
with a fair value of $(69.3) million. A 10 percent increase in natural gas
prices would change the fair value by $(25.4) million. A 10 percent decrease in
prices would change the fair value by $23.8 million. The Company also had open
0il derivative positions with a fair value of $2.8 million on June 30, 2004. A
10 percent increase in crude oil prices would change the fair value by $(8.1)
million. A 10 percent decrease in prices would change the fair value by $9.2
million. See Note 2 to the Company's consolidated financial statements for
notional volumes associated with the Company's derivative contracts.

ITEM 4 - CONTROLS AND PROCEDURES

G. Steven Farris, the Company's President, Chief Executive Officer and
Chief Operating Officer, and Roger B. Plank, the Company's Executive Vice
President and Chief Financial Officer, evaluated the effectiveness of our
disclosure controls and procedures as of June 30, 2004, the end of the period
covered by this report. Based on that evaluation and as of the date of that
evaluation, these officers concluded that the Company's disclosure controls were
effective, providing effective means to insure that information we are required
to disclose under applicable laws and regulations is recorded, processed,
summarized and reported in a timely manner. Also, no significant changes were
made to internal controls over financial reporting during the quarter ending
June 30, 2004 that have materially affected, or are reasonably likely to
materially affect, the Company's internal control over financial reporting.

We periodically review the design and effectiveness of our disclosure
controls, including compliance with various laws and regulations that apply to
our operations both inside and outside the United States. We make modifications
to improve the design and effectiveness of our disclosure controls, and may take
other corrective action, if our reviews identify deficiencies or weaknesses in
our controls.

FORWARD-LOOKING STATEMENTS AND RISK

Certain statements in this report, including statements of the future
plans, objectives, and expected performance of the Company, are forward-looking
statements that are dependent upon certain events, risks and uncertainties that
may be outside the Company's control, and which could cause actual results to
differ materially from those anticipated. Some of these include, but are not
limited to, the market prices of o0il and gas, economic and competitive
conditions, inflation rates, legislative and regulatory changes, financial
market conditions, political and economic uncertainties of foreign governments,
future business decisions, and other uncertainties, all of which are difficult
to predict.

There are numerous uncertainties inherent in estimating quantities of
proved o0il and gas reserves and in projecting future rates of production and the
timing of development expenditures. The total amount or timing of actual future
production may vary significantly from reserves and production estimates. The
drilling of exploratory wells can involve significant risks, including those
related to timing, success rates and cost overruns. Lease and rig availability,
complex geology and other factors can affect these risks. Although Apache may
make use of futures contracts, swaps, options and fixed-price physical contracts
to mitigate risk, fluctuations in oil and gas prices, or a prolonged
continuation of low prices, may adversely affect the Company's financial
position, results of operations and cash flows.
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ITEM 1.

PART II - OTHER INFORMATION
LEGAL PROCEEDINGS

The information set forth in Note 11 to the Consolidated Financial
Statements contained in the Company's annual report on Form 10-K for
the year ended December 31, 2003 (filed with the SEC on March 12, 2004)
and Note 11 to the Financial Statements under Part I, Item 1 of this
quarterly report are incorporated herein by reference.

ITEM 2. CHANGES IN SECURITIES, USE OF PROCEEDS AND ISSUER PURCHASES OF EQUITY
SECURITIES
None
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
The Company's annual meeting of stockholders was held in Houston, Texas
at 10:00 a.m. local time, on Thursday, May 6, 2004. Proxies for the
meeting were solicited pursuant to Regulation 14 under the Securities
Exchange Act of 1934, as amended.
out of a total of 325,153,372 shares of the Company's common stock
outstanding and entitled to vote, 287,037,394 shares were present at
the meeting in person or by proxy, representing 88.3 percent. Matters
voted upon at the meeting were as follows:
Election of four directors to serve on the Company's board of
directors. There was no solicitation in opposition to the
nominees for election as directors as listed in the proxy
statement, and all nominees were elected. Mr. Fiedorek, Dr.
Graham, Mr. Merelli, and Mr. Plank were elected to serve until
the annual meeting in 2007. The vote tabulation with respect
to each nominee was as follows:
AUTHORITY
NOMINEE FOR WITHHELD
Eugene C. Fiedorek 274,927,722 12,109,672
Patricia Albjerg Graham 279,366,345 7,671,049
F. H. Merelli 188,278,757 98,758,637
Raymond Plank 279,385,792 7,651,602
Stockholder proposal relating to climate change. The
stockholder proposal was not approved and the vote tabulation
was as follows:
For 85,848,021
Against 145,622,521
Abstain 15,425,312
Broker Non-Vote 40,141,539
ITEM 5. OTHER INFORMATION

None
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ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K
(a) Exhibits

10.1 - Form of Five-Year Credit Agreement, dated as of May
28, 2004, among Registrant, the Lenders named
therein, JPMorgan Chase Bank, as Administrative
Agent, Citibank, N.A. and Bank of America, N.A., as
Co-Syndication Agents, and Barclays Bank PLC and UBS
Loan Finance LLC, as Co-Documentation Agents
(excluding exhibits and schedules).

10.2 - Form of First Amendment to Combined Credit
Agreements, dated as of May 28, 2004, among
Registrant, Apache Energy Limited , Apache Canada
Ltd, the Lenders named therein, JPMorgan Chase Bank,
as Global Administrative Agent, Bank of America,
N.A., as Global Syndication Agent, and Citibank,
N.A., as Global Documentation Agent (excluding
exhibits and schedules).

12.1 - Statement of computation of ratio of earnings to
fixed charges and combined fixed charges and
preferred stock dividends.

31.1 - Certification of Chief Executive Officer.
31.2 - Certification of Chief Financial Officer.
32.1 - Certification of Chief Executive Officer and Chief

Financial Officer.
(b) Reports filed on Form 8-K

The following current reports on Form 8-K were filed by Apache
during the fiscal quarter ended June 30, 2004:

Item 5 - Other Events - dated May 24, 2004, filed May 27, 2004

On May 24, 2004, ExxonMobil Corporation and Apache announced
that they agreed to enter into a series of transactions that
will provide for transfers and joint venture activity across a
broad range of prospective and mature properties in West
Texas, Western Canada, onshore Louisiana and the Gulf of
Mexico Continental Shelf. Apache's participation in this
agreement will include a cash payment of $385 million.
Completion of the transaction is subject to negotiation of
definitive agreements and receipt of applicable corporate and
regulatory approvals.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the registrant has duly caused this amended report to be
signed on its behalf by the undersigned thereunto duly authorized.

APACHE CORPORATION

Dated: August 6, 2004 / s / ROGER B. PLANK
Roger B. Plank
Executive Vice President and Chief
Financial Officer

Dated: August 6, 2004 / s / THOMAS L. MITCHELL
Thomas L. Mitchell
Vice President and Controller
(Chief Accounting Officer)
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[FIVE-YEAR CREDIT AGREEMENT]

EXHIBIT 10.1

CREDIT AGREEMENT
dated as of May 28, 2004
among
APACHE CORPORATION,
THE LENDERS PARTY HERETO,

JPMORGAN CHASE BANK,
as Administrative Agent,

CITIBANK, N.A., and
BANK OF AMERICA, N.A.,
as Co-Syndication Agents,

and

BARCLAYS BANK PLC and
UBS LOAN FINANCE LLC,
as Co-Documentation Agents,

J.P. MORGAN SECURITIES INC.,
CITIGROUP GLOBAL MARKETS INC. and
BANC OF AMERICA SECURITIES, LLC,
as Co-Lead Arrangers and Joint Bookrunners
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CREDIT AGREEMENT

THIS CREDIT AGREEMENT, dated as of May 28, 2004, is among APACHE
CORPORATION, a Delaware corporation ("Apache" and, together with each other
Person that becomes an Additional Borrower pursuant to Section 2.20, the
"Borrower"), the LENDERS (as defined below) party hereto, JPMORGAN CHASE BANK,
as Administrative Agent, CITIBANK, N.A. and BANK OF AMERICA, N.A., as
Co-Syndication Agents, and BARCLAYS BANK PLC and UBS LOAN FINANCE LLC, as
Co-Documentation Agents.

The parties hereto agree as follows:
ARTICLE I
Definitions

SECTION 1.1 Defined Terms. As used in this Agreement, the following
terms have the meanings specified below:

"ABR", when used in reference to any Loan or Borrowing, refers to
whether such Loan, or the Loans comprising such Borrowing, are bearing interest
at a rate determined by reference to the Alternate Base Rate.

"Accepting Lenders" is defined in Section 2.6(c).

"Additional Borrower" means any Person which becomes a Borrower under
this Agreement pursuant to Section 2.20.

"Additional Borrower Counterpart" is defined in Section 2.20.

"Adjusted LIBO Rate" means, with respect to any Eurodollar Borrowing
for any Interest Period, an interest rate per annum (rounded upwards, if
necessary, to the next 1/16 of 1%) equal to (a) the LIBO Rate for such Interest
Period multiplied by (b) the Statutory Reserve Rate.

"Administrative Agent" means JPMorgan Chase Bank, in its capacity as
Administrative Agent for the Lenders.

"Administrative Questionnaire" means an Administrative Questionnaire in
a form supplied by the Administrative Agent.

"Affiliate" means, with respect to a specified Person, another Person
that directly, or indirectly through one or more intermediaries, Controls or is
Controlled by or is under common Control with the Person specified.

"Agents" means each of the Administrative Agent, the Co-Syndication
Agents, and Co-Documentation Agents.

"Agreed Currency" is defined in Section 2.19(a).



"Agreement" means this Credit Agreement, as it may be amended,
supplemented, restated or otherwise modified and in effect from time to time.

"Alternate Base Rate" means, for any day, a rate per annum equal to the
greatest of (a) the Prime Rate in effect on such day and (b) the Federal Funds
Effective Rate in effect on such day plus -1/2 of 1%. Any change in the
Alternate Base Rate due to a change in the Prime Rate or the Federal Funds
Effective Rate shall be effective from and including the effective date of such
change in the Prime Rate or the Federal Funds Effective Rate, respectively.

"Apache" is defined in the preamble.

"Applicable Percentage" means, with respect to any Lender, the
percentage of the total Commitments represented by such Lender's Commitment. If
the Commitments have terminated or expired, the Applicable Percentages shall be
determined based upon the Commitments most recently in effect, giving effect to
any assignments.

"Applicable Rate" means, for any day, (i) with respect to any
Eurodollar Loan, the applicable rate per annum set forth below under the caption
"Eurodollar Margin" plus the Commitment Utilization Margin, if any, or (ii) with
respect to the Facility Fees payable hereunder, the applicable rate per annum
set forth below under the caption "Facility Fee", in either case, based upon the
ratings by Moody's, S&P and Fitch, respectively, applicable on such date to the
Index Debt:

Facility Fee (in basis Eurodollar Margin (in
Index Debt Ratings: points) basis points)
Category 1: > or = A/A2 7.0 23.0
Category 2: A-/A3 8.0 27.0
Category 3: BBB+/Baal 10.0 30.0
Category 4: BBB/Baa2 12.5 37.5
Category 5: BBB-/Baa3 15.0 47.5
Category 6: < BBB-/Baa3 20.0 55.0

For purposes of the foregoing, (i) if either Moody's, S&P or Fitch
shall not have in effect a rating for the Index Debt (other than by reason of
the circumstances referred to in the penultimate sentence of this definition),
then such rating agency shall be deemed to have established a rating in Category
6; (ii) if the ratings established or deemed to have been established by
Moody's, S&P and Fitch for the Index Debt shall fall within different
Categories, the Applicable Rate shall be based on the highest two ratings,
unless the highest two ratings shall fall within different Categories in which
case the Applicable Rate shall be based on the lower of the highest two ratings;
and (iii) if the ratings established or deemed to have been established by
Moody's, S&P and Fitch for the Index Debt shall be changed (other than as a
result of a change in the rating system of Moody's, S&P or Fitch), such change
shall be effective as of the date on which it is first announced by the
applicable rating agency. Each change in the Applicable Rate shall apply during
the period commencing on the effective date of such change and ending on the
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date immediately preceding the effective date of the next such change. If the
rating system of Moody's, S&P or Fitch shall change, or if any such rating
agency shall cease to be in the business of rating corporate debt obligations,
Borrower and the Lenders shall negotiate in good faith to amend this definition
to reflect such changed rating system or the unavailability of ratings from such
rating agency and, pending the effectiveness of any such amendment, the
Applicable Rate shall be determined by reference to the rating most recently in
effect prior to such change or cessation. Changes in the Applicable Rate will
occur automatically without prior notice.

"Assignment and Acceptance" means an assignment and acceptance entered
into by a Lender and an assignee (with the consent of any party whose consent is
required by Section 10.4), and accepted by the Administrative Agent, in
substantially the form of Exhibit D or any other form approved by the
Administrative Agent.

"Authorized Officer" means, with respect to Apache, the Chairman, the
President, the Executive Vice President and Chief Financial Officer and the Vice
President and Treasurer of Apache, and any officer or employee of Apache
specified as such to the Administrative Agent in writing by any of the
aforementioned officers of Apache, and with respect to any Additional Borrower,
the Chairman, the Vice Chairman, the President, the Executive Vice President and
Chief Financial Officer and the Vice President and Treasurer of such Additional
Borrower, and any officer or employee of such Additional Borrower specified as
such to the Administrative Agent in writing by any of the aforementioned
officers of such Additional Borrower.

"Availability Period" means, with respect to any Lender, the period
from and including the Effective Date to but excluding the earlier of the
Maturity Date and the date of termination of the Commitment of such Lender;
provided, however, that no Commitment of any Lender shall terminate prior to the
Maturity Date except as provided in Sections 2.6, 2.8, 4.1, 8.2, 8.3 and 10.4.

"Board" means the Board of Governors of the Federal Reserve System of
the United States of America.

"Borrower" means Apache Corporation, a Delaware corporation, and each
other Person that becomes an Additional Borrower pursuant to Section 2.20.

"Borrowing" means (a) Revolving Loans of the same Type, made, converted
or continued on the same date and, in the case of Eurodollar Loans, as to which
a single Interest Period is in effect or (b) a Competitive Loan or group of
Competitive Loans of the same Type made on the same date and as to which a
single Interest Period is in effect.

"Borrowing Request" means a request by Borrower for a Revolving
Borrowing in accordance with Section 2.3, in substantially the form of Exhibit E
or any other form approved by the Administrative Agent.

"Business Day" means any day that is not a Saturday, Sunday or other
day on which commercial banks in New York City are authorized or required by law
to remain closed; provided that, when used in connection with a Eurodollar Loan,
the term "Business Day" shall



also exclude any day on which banks are not open for dealings in dollar deposits
in the London interbank market.

"Capital" means the consolidated shareholder's equity of Borrower and
its Subsidiaries plus the consolidated Debt of Borrower and its Subsidiaries.

"CERCLA" means the Comprehensive Environmental Response, Compensation
and Liability Act of 1980, 42 U.S.C. Section 9601, et. seq., as amended from
time to time.

"Certificate of Extension" means a certificate of Borrower, executed by
an Authorized Officer and delivered to the Administrative Agent, in a form
acceptable to the Administrative Agent, which requests an extension of the then
scheduled Maturity Date pursuant to Section 2.6.

"Change in Law" means (a) the adoption of any law, rule or regulation
after the date of this Agreement, (b) any change in any law, rule or regulation
or in the interpretation or application thereof by any Governmental Authority
after the date of this Agreement or (c) compliance by any Lender (or, for
purposes of Section 2.16(b), by any lending office of such Lender or by such
Lender's holding company, if any) with any request, guideline or directive
(whether or not having the force of law) of any Governmental Authority made or
issued after the date of this Agreement.

"Class", when used in reference to any Loan or Borrowing, refers to
whether such Loan, or the Loans comprising such Borrowing, are Revolving Loans
or Competitive Loans.

"Code" means the Internal Revenue Code of 1986, as amended from time to
time.

"Co-Documentation Agents" means Barclays Bank PLC and UBS Loan Finance
LLC, in their capacity as co-documentation agents.

"Commitment" means, with respect to each Lender, the commitment of such
Lender to make Revolving Loans, as such commitment may be (a) reduced from time
to time pursuant to Section 2.8, (b) reduced or increased from time to time
pursuant to Section 2.6 or pursuant to assignments by or to such Lender pursuant
to Section 10.4 and (c) terminated pursuant to Sections 4.1, 8.2 or 8.3. The
amount of the Commitment represents such Lender's maximum Revolving Credit
Exposure hereunder. The initial amount of each Lender's Commitment is set forth
on Schedule 2.1, or in the Assignment and Acceptance pursuant to which such
Lender shall have assumed its Commitment, as applicable. The initial aggregate
amount of the Lenders' Commitments is $750, 000, 000.

"Commitment Utilization" means, for any period, the ratio of (i) the
aggregate principal amount of then outstanding Loans (other than any Competitive
Loans) to (ii) the then aggregate amount of the Commitments.

"Commitment Utilization Margin" means, on any date, if the Commitment
Utilization is less than 50%, then an amount equal to zero basis points per
annum (O bps) and, if the Commitment Utilization is greater than or equal to
50%, then an amount equal to 10.0 basis points per annum. Changes in the
Commitment Utilization Margin will occur automatically without prior notice.
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"Competitive Bid" means an offer by a Lender to make a Competitive Loan
in accordance with Section 2.4, in substantially the form of Exhibit H or any
other form approved by the Administrative Agent.

"Competitive Bid Accept/Reject Letter" means a letter in substantially
the form of Exhibit I or any other form approved by the Administrative Agent.

"Competitive Bid Rate" means, with respect to any Competitive Bid, the
Margin or the Fixed Rate, as applicable, offered by the Lender making such
Competitive Bid.

"Competitive Bid Request" means a request by Borrower for Competitive
Bids in accordance with Section 2.4, in substantially the form of Exhibit F or
any other form approved by the Administrative Agent.

"Competitive Loan" means a Loan made pursuant to Section 2.4.

"Consolidated Assets" means the total assets of the Borrower and its
subsidiaries which would be shown as assets on a consolidated balance sheet of
Borrower and its subsidiaries prepared in accordance with GAAP.

"Consolidated Tangible Net Worth" means (i) the consolidated
shareholder's equity of Borrower and its Subsidiaries (determined in accordance
with GAAP), less (ii) the amount of consolidated intangible assets of Borrower
and its Subsidiaries, plus (iii) the aggregate amount of any non-cash write
downs, on a consolidated basis, by Borrower and its Subsidiaries during the term
hereof.

"Control" means the possession, directly or indirectly, of the power to
direct or cause the direction of the management or policies of a Person, whether
through the ability to exercise voting power, by contract or otherwise.
"Controlling" and "Controlled" have meanings correlative thereto.

"Controlled Group" means all members of a controlled group of
corporations and all members of a controlled group of trades or businesses
(whether or not incorporated) under common control which, together with
Borrower, are treated as a single employer under Section 414 (b) or 414 (c) of
the Internal Revenue Code or Section 4001 of ERISA.

"Co-Syndication Agents" means Citibank, N.A. and Bank of America, N.A.,
in their capacity as co-syndication agents.

"Debt" of any Person means indebtedness, including capital leases,
shown as debt on a consolidated balance sheet of such Person prepared in
accordance with GAAP.

"Declining Lenders" is defined in Section 2.6(c).

"Default" means any event or condition which constitutes an Event of
Default or which upon notice, lapse of time or both would, unless cured or
waived, become an Event of Default.

"dollars" or "$" refers to lawful money of the United States of
America.



"Effective Date" means a date agreed upon by Borrower and the
Administrative Agent as the date on which the conditions specified in Section
4.1 of this Agreement are satisfied (or waived in accordance with Section 10.2
of this Agreement).

"Effectiveness Notice" means a notice and certificate of Borrower
properly executed by an Authorized Officer of Borrower addressed to the Lenders
and delivered to the Administrative Agent, in sufficient number of counterparts
to provide one for each such lender and each agent under this Agreement, whereby
Borrower certifies satisfaction of all the conditions precedent to the
effectiveness under Section 4.1 of this Agreement.

"Environmental Laws" means all applicable federal, state or local
statutes, laws, ordinances, codes, rules and regulations (including consent
decrees and administrative orders) relating to public health and safety and
protection of the environment.

"Environmental Liability" means any liability, contingent or otherwise
(including any liability for damages, costs of environmental remediation, fines,
penalties or indemnities), of Borrower or any Subsidiary directly or indirectly
resulting from or based upon (a) violation of any Environmental Law, (b) the
generation, use, handling, transportation, storage, treatment or disposal of any
Hazardous Materials, (c) exposure to any Hazardous Materials, (d) the release or
threatened release of any Hazardous Materials into the environment or (e) any
contract, agreement or other consensual arrangement pursuant to which liability
is assumed or imposed with respect to any of the foregoing.

"ERISA" means the Employee Retirement Income Security Act of 1974, as
amended, and any successor statute of similar import, together with the
regulations thereunder, in each case as in effect from time to time.

"ERISA Affiliate" means any trade or business (whether or not
incorporated) that, together with Borrower, is treated as a single employer
under Section 414(b) or (c) of the Code or, solely for purposes of Section 302
of ERISA and Section 412 of the Code, is treated as a single employer under
Section 414 of the Code.

"ERISA Event" means (a) any "reportable event", as defined in Section
4043 of ERISA or the regulations issued thereunder with respect to a Plan (other
than an event for which the 30-day notice period is waived); (b) the existence
with respect to any Plan of an "accumulated funding deficiency" (as defined in
Section 412 of the Code or Section 302 of ERISA), whether or not waived; (c) the
filing pursuant to Section 412(d) of the Code or Section 303(d) of ERISA of an
application for a waiver of the minimum funding standard with respect to any
Plan; (d) the incurrence by Borrower or any of its ERISA Affiliates of any
liability under Title IV of ERISA with respect to the termination of any Plan;
(e) the receipt by Borrower or any ERISA Affiliate from the PBGC or a plan
administrator of any notice relating to an intention to terminate any Plan or
Plans or to appoint a trustee to administer any Plan; (f) the incurrence by
Borrower or any of its ERISA Affiliates of any liability with respect to the
withdrawal or partial withdrawal from any Plan or Multiemployer Plan; or (g) the
receipt by Borrower or any ERISA Affiliate of any notice, or the receipt by any
Multiemployer Plan from Borrower or any ERISA Affiliate of any notice,
concerning the imposition of Withdrawal Liability or a determination that a
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Multiemployer Plan is, or is expected to be, insolvent or in reorganization,
within the meaning of Title IV of ERISA.

"Eurodollar", when used in reference to any Loan or Borrowing, refers
to whether such Loan, or the Loans comprising such Borrowing, are bearing
interest at a rate determined by reference to the Adjusted LIBO Rate (or, in the
case of a Competitive Loan, the LIBO Rate).

"Event of Default" has the meaning assigned to such term in Article
VIII.

"Excluded Taxes" means, with respect to any Agent, any Lender or any
other recipient of any payment to be made by or on account of any obligation of
Borrower hereunder, (a) income or franchise taxes imposed on (or measured by)
its net income by the United States of America, or by the jurisdiction under the
laws of which such recipient is organized or in which its principal office is
located or, in the case of any Lender, in which its applicable lending office is
located, (b) any branch profits taxes imposed by the United States of America or
any similar tax imposed by any other jurisdiction in which Borrower is located
and (c) in the case of a Foreign Lender (other than an assignee pursuant to a
request by Borrower under Section 2.18(b)), any withholding tax that is imposed
on amounts payable to such Foreign Lender at the time such Foreign Lender
becomes a party to this Agreement (or designates a new lending office) or is
attributable to such Foreign Lender's failure to comply with Section 2.16(e),
except to the extent that such Foreign Lender (or its assignor, if any) was
entitled, at the time of designation of a new lending office (or assignment), to
receive additional amounts from Borrower with respect to such withholding tax
pursuant to Section 2.16(a).

"Existing Credit Facility" means that certain 364-Day Credit Agreement,
dated as of June 3, 2002, among Apache Corporation, the lenders party thereto,
JPMorgan Chase Bank, as administrative agent, and the other agents party
thereto, as extended and amended by that certain First Amendment to 364-Day
Credit Agreement, dated and effective May 30, 2003.

"Facility Fee" is defined in Section 2.11(a).

"Federal Funds Effective Rate" means, for any day, the weighted average
(rounded upwards, if necessary, to the next 1/100 of 1%) of the rates on
overnight Federal funds transactions with members of the Federal Reserve System
arranged by Federal funds brokers, as published on the next succeeding Business
Day by the Federal Reserve Bank of New York, or, if such rate is not so
published for any day that is a Business Day, the average (rounded upwards, if
necessary, to the next 1/100 of 1%) of the quotations for such day for such
transactions received by the Administrative Agent from three Federal funds
brokers of recognized standing selected by it.

"Fitch" means Fitch, Inc. and any affiliate or successor thereto that
is a nationally recognized rating agency in the United States.

"Fixed Rate" means, with respect to any Competitive Loan (other than a
Eurodollar Competitive Loan), the fixed rate of interest per annum (expressed as
a decimal to no more than four (4) decimal places) specified by the Lender
making such Competitive Loan in its related Competitive Bid.
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"Fixed Rate Loan" means a Competitive Loan bearing interest at a Fixed
Rate.

"Foreign Lender" means any Lender that is not organized under the laws
of, or resident, in the United States. For purposes of this definition, the
United States of America, each State thereof and the District of Columbia shall
be deemed to constitute a single jurisdiction.

"GAAP" means generally accepted accounting principles as in effect from
time to time, applied on a basis consistent with the most recent financial
statements of Borrower and its Subsidiaries delivered to the Lenders pursuant
hereto.

"Governmental Authority" means the government of the United States of
America, any other nation or any political subdivision thereof, whether state or
local, and any agency, authority, instrumentality, regulatory body, court,
central bank or other entity exercising executive, legislative, judicial,
taxing, regulatory or administrative powers or functions of or pertaining to
government.

"Hazardous Material" means (a) any "hazardous substance," as defined by
CERCLA; (b) any "hazardous waste," as defined by the Resource Conservation and
Recovery Act; or (c) any pollutant or contaminant or hazardous, dangerous or
toxic chemical, material or substance within the meaning of any other
Environmental Law.

"Indebtedness" of any Person means all (i) Debt, and (ii) guaranties or
other contingent obligations in respect of the Debt of any other Person.

"Indemnified Taxes" means Taxes other than Excluded Taxes.

"Index Debt" means senior, unsecured, non-credit enhanced, long-term
indebtedness for borrowed money of Borrower that is not guaranteed by any other
Person or subject to any other credit enhancement.

"Interest Election Request" means a request by Borrower to convert or
continue a Revolving Borrowing in accordance with Section 2.7, in substantially
the form of Exhibit E or any other form approved by the Administrative Agent.

"Interest Payment Date" means (a) with respect to any ABR Loan, the
last day of each March, June, September and December, (b) with respect to any
Eurodollar Loan, the last day of the Interest Period applicable to the Borrowing
of which such Loan is a part and, in the case of a Eurodollar Borrowing with an
Interest Period of more than three (3) months' duration, each day prior to the
last day of such Interest Period that occurs at intervals of three (3) months'
duration after the first day of such Interest Period, and (c) with respect to
any Fixed Rate Loan, the last day of the Interest Period applicable to the
Borrowing of which such Loan is a part and, in the case of a Fixed Rate
Borrowing with an Interest Period of more than 90 days' duration (unless
otherwise specified in the applicable Competitive Bid Request), each day prior
to the last day of such Interest Period that occurs at intervals of 90 days'
duration after the first day of such Interest Period, and any other dates that
are specified in the applicable Competitive Bid Request as Interest Payment
Dates with respect to such Borrowing.



"Interest Period" means (a) with respect to any Eurodollar Borrowing,
the period commencing on the date of such Borrowing and ending on the
numerically corresponding day, or, with the consent of the Administrative Agent,
such other day, in the calendar month that is one, two, three or six months (or,
with the consent of each Lender, nine or twelve months) thereafter, as Borrower
may elect, (b) with respect to any Fixed Rate Borrowing, the period (which shall
not be less than seven (7) days or more than 360 days) commencing on the date of
such Borrowing and ending on the date specified in the applicable Competitive
Bid Request; provided, that (i) if any Interest Period would end on a day other
than a Business Day, such Interest Period shall be extended to the next
succeeding Business Day unless, in the case of a Eurodollar Borrowing only, such
next succeeding Business Day would fall in the next calendar month, in which
case such Interest Period shall end on the next preceding Business Day and (ii)
any Interest Period pertaining to a Eurodollar Borrowing that commences on the
last Business Day of a calendar month (or on a day for which there is no
numerically corresponding day in the last calendar month of such Interest
Period) shall end on the last Business Day of the last calendar month of such
Interest Period. For purposes hereof, the date of a Borrowing initially shall be
the date on which such Borrowing is made and thereafter shall be the effective
date of the most recent conversion or continuation of such Borrowing.

"Judgment Currency" is defined in Section 2.19(b).

"Lenders" means the Persons listed on Schedule 2.1 and any other Person
that shall have become a party hereto pursuant to an Assignment and Acceptance,
other than any such Person that ceases to be a party hereto pursuant to an
Assignment and Acceptance.

"LIBO Rate" means, with respect to any Eurodollar Borrowing for any
Interest Period, the rate appearing on Page 3750 of the Telerate Service (or on
any successor or substitute page of such Service, or any successor to or
substitute for such Service, providing rate quotations comparable to those
currently provided on such page of such Service, as reasonably determined by the
Administrative Agent and Borrower from time to time for purposes of providing
guotations of interest rates applicable to dollar deposits in the London
interbank market) at approximately 11:00 a.m., London time, two Business Days
prior to the commencement of such Interest Period, as the rate for dollar
deposits with a maturity comparable to such Interest Period. In the event that
such rate is not available at such time for any reason, then the "LIBO Rate"
with respect to such Eurodollar Borrowing for such Interest Period shall be the
rate at which dollar deposits of $5,000,000 and for a maturity comparable to
such Interest Period are offered by the principal London office of the
Administrative Agent in immediately available funds in the London interbank
market at approximately 11:00 a.m., London time, two Business Days prior to the
commencement of such Interest Period.

"Lien" means any mortgage, pledge, lien, encumbrance, charge, or
security interest of any kind, granted or created to secure Indebtedness;
provided, however, that, with respect to any prohibitions of Liens on Property,
the following transactions shall not be deemed to create a Lien to secure
Indebtedness; (i) production payments and (ii) liens required by statute and
created in favor of U.S. governmental entities to secure partial, progress,
advance, or other payments intended to be used primarily in connection with air
or water pollution control.



"Loan Document" means this Agreement, any Borrowing Request, any
Interest Election Request, any Competitive Bid Quote Request, any Notice of
Competitive Bid Quote Request, any Competitive Bid, any Competitive Bid
Accept/Reject Letter, any Certificate of Extension, any Assignment and
Acceptance, any Additional Borrower Counterpart, any election notice, the
agreement with respect to fees described in Section 2.11(b), and each other
agreement, document or instrument delivered by Borrower or any other Person in
connection with this Agreement, as such may be amended from time to time.

"Loans" means the loans made by the Lenders to Borrower pursuant to
this Agreement.

"Margin" means, with respect to any Competitive Loan bearing interest
at a rate based on the LIBO Rate, the marginal rate of interest, if any, to be
added to or subtracted from the LIBO Rate to determine the rate of interest
applicable to such Loan, as specified by the Lender making such Loan in its
related Competitive Bid.

"Material Adverse Effect" means, as to any matter, that such matter
could reasonably be expected to materially and adversely affect the assets,
business, properties, condition (financial or otherwise) of Borrower and its
Subsidiaries taken as a whole. No matter shall be considered to result, or be
expected to result, in a Material Adverse Effect unless such matter causes
Borrower and its Subsidiaries, on a consolidated basis, to suffer a loss or
incur a cost equal to at least ten percent (10%) of Borrower's Consolidated
Tangible Net Worth.

"Maturity Date" means the Original Maturity Date, or such other later
date as may result from any extension requested by Borrower and consented to by
some or all of the Lenders pursuant to Section 2.6.

"Moody's" means Moody's Investors Service, Inc. and any successor
thereto that is a nationally recognized rating agency in the United States.

"Multiemployer Plan" means a multiemployer plan as defined in Section
4001(a)(3) of ERISA.

"Notice of Competitive Bid Request" means a notice of request by
Borrower for Competitive Bids sent by the Administrative Agent to each Lender in
accordance with Section 2.4, in substantially the form of Exhibit G or any other
form approved by the Administrative Agent.

"Obligations" means, at any time, the sum of (i) the outstanding
principal amount of any Loans plus (ii) all accrued and unpaid interest and
Facility Fees plus (iii) all other obligations of Borrower or any Subsidiary to
any Lender or any Agent, whether or not contingent, arising under or in
connection with any of the Loan Documents.

"Original Maturity Date" means May 28, 2009.

"Other Currency" is defined in Section 2.19(a).

"Other Taxes" means any and all present or future stamp or documentary
taxes or any other excise or property taxes, charges or similar levies arising

from any payment made
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hereunder or from the execution, delivery or enforcement of, or otherwise with
respect to, this Agreement.

"PBGC" means the Pension Benefit Guaranty Corporation referred to and
defined in ERISA and any successor entity performing similar functions.

"Pension Plan" means a "pension plan," as such term is defined in
Section 3(2) of ERISA, which is subject to Title IV of ERISA (other than a
multiemployer plan as defined in Section 4001(a)(3) of ERISA), and to which a
Borrower or any corporation, trade or business that is, along with a Borrower, a
member of a Controlled Group, may have liability, including any liability by
reason of having been a substantial employer within the meaning of Section 4063
of ERISA at any time during the preceding five years, or by reason of being
deemed to be a contributing sponsor under Section 4069 of ERISA.

"Person" means any natural person, corporation, limited liability
company, unlimited liability company, joint venture, partnership, firm,
association, trust, government, governmental agency or any other entity, whether
acting in an individual, fiduciary or other capacity.

"Plan" means any employee pension benefit plan (other than a
Multiemployer Plan) subject to the provisions of Title IV of ERISA or Section
412 of the Code or Section 302 of ERISA, and in respect of which Borrower or any
ERISA Affiliate is (or, if such plan were terminated, would under Section 4069
of ERISA be deemed to be) an "employer" as defined in Section 3(5) of ERISA.

"Prime Rate" means the rate of interest per annum publicly announced
from time to time by JPMorgan Chase Bank as its prime rate in effect at its
principal office in New York City which rate may not be the lowest rate offered;
each change in the Prime Rate shall be effective from and including the date
such change is publicly announced as being effective.

"Property" means (i) any property owned or leased by Borrower or any
Subsidiary, or any interest of Borrower or any Subsidiary in property, which is
considered by Borrower to be capable of producing o0il, gas, or minerals in
commercial quantities, (ii) any interest of Borrower or any Subsidiary in any
refinery, processing or manufacturing plant owned or leased by Borrower or any
manufacturing plant owned or leased by Borrower or any Subsidiary, (iii) any
interest of Borrower or any Subsidiary in all present and future o0il, gas, other
liquid and gaseous hydrocarbons, and other minerals now or hereafter produced
from any other Property or to which Borrower or any Subsidiary may be entitled
as a result of its ownership of any Property, and (iv) all real and personal
assets owned or leased by Borrower or any Subsidiary used in the drilling,
gathering, processing, transportation, or marketing of any oil, gas, and other
hydrocarbons or minerals, except (a) any such real or personal assets related
thereto employed in transportation, distribution or marketing or (b) any
interest of Borrower or any Subsidiary in, any refinery, processing or
manufacturing plant, or portion thereof, which property described in clauses (a)
or (b), in the opinion of the Board of Directors of Borrower, is not a principal
plant or principal facility in relation to the activities of Borrower and its
Subsidiaries taken as a whole.

"Register" has the meaning set forth in Section 10.4.
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"Regulation U" means any of Regulations T, U or X of the Board from
time to time in effect and shall include any successor or other regulations or
official interpretations of said Board or any successor Person relating to the
extension of credit for the purpose of purchasing or carrying margin stocks
applicable to member banks of the Federal Reserve System or any successor
Person.

"Related Parties" means, with respect to any specified Person, such
Person's Affiliates and the respective directors, officers, employees, agents
and advisors of such Person and such Person's Affiliates.

"Replacement Lenders" is defined in Section 2.6(c)(ii).

"Required Lenders" means Lenders having in the aggregate 51% of the
aggregate total Commitments, or, if the Commitments have been terminated,
Lenders holding 51% of the aggregate unpaid principal amount of the outstanding
Obligations.

"Resource Conservation and Recovery Act" means the Resource
Conservation and Recovery Act, 42 U.S.C. Section 690, et seq., as amended from
time to time.

"Restricted Subsidiary" means any Subsidiary of Borrower that owns any
asset representing or consisting of an entitlement to production from, or other
interest in, reserves of 0il, gas or other minerals in place located in the
United States, Canada or Australia, including, without limitation, Apache Canada
Ltd., a corporation organized under the laws of the Province of Alberta, Canada,
and Apache Energy Limited (ACN 009 301 964), a corporation organized under the
laws of the State of Western Australia, Australia, or is otherwise designated by
Borrower in writing to the Administrative Agent.

"Revolving Credit Exposure" means, with respect to any Lender at any
time, the sum of the outstanding principal amount of such Lender's Revolving
Loans at such time.

"Revolving Loan" means a Loan made pursuant to Section 2.3.

"S&P" means Standard & Poor's and any successor thereto that is a
nationally-recognized rating agency in the United States.

"Statutory Reserve Rate" means a fraction (expressed as a decimal), the
numerator of which is the number one and the denominator of which is the number
one minus the aggregate of the applicable maximum reserve percentages (including
any basic, marginal, special, emergency or supplemental reserves) expressed as a
decimal established by the Board to which the Administrative Agent is subject
with respect to the Adjusted LIBO Rate, for eurocurrency funding (currently
referred to as "Eurocurrency Liabilities" in Regulation D of the Board). Such
reserve percentages shall include those imposed pursuant to such Regulation D.
Eurodollar Loans shall be deemed to constitute eurocurrency funding and to be
subject to such reserve requirements without benefit of or credit for proration,
exemptions or offsets that may be available from time to time to any Lender
under such Regulation D or any comparable regulation. The Statutory Reserve Rate
shall be adjusted automatically on and as of the effective date of any change in
any reserve percentage.
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"subsidiary" means, with respect to any Person, any corporation or
other similar entity of which more than 50% of the outstanding capital stock (or
other equity) having ordinary voting power to elect a majority of the Board of
Directors of such corporation or entity (irrespective of whether or not at the
time capital stock or any other class or classes of such corporation or entity
shall or might have voting power upon the occurrence of any contingency) is at
the time directly or indirectly owned by such Person.

"Subsidiary" means any subsidiary of Borrower; provided, however, that
in all events the following Persons shall not be deemed to be Subsidiaries of
Borrower or any of its Subsidiaries: Apache Offshore Investment Partnership, a
Delaware general partnership, Apache 0ffshore Petroleum Limited Partnership, a
Delaware limited partnership, Main Pass 151 Pipeline Company, a Texas general
partnership, and Apache 681/682 Joint Venture, a Texas joint venture.

"Taxes" means any and all present or future taxes, levies, imposts,
duties, deductions, charges or withholdings imposed by any Governmental
Authority.

"Transactions" means the execution, delivery and performance by
Borrower of this Agreement and the other Loan Documents, the borrowing of Loans
and the use of the proceeds thereof.

"Type", when used in reference to any Loan or Borrowing, refers to
whether the rate of interest on such Loan, or on the Loans comprising such
Borrowing, is determined by reference to the Adjusted LIBO Rate, the Alternate
Base Rate or, in the case of a Competitive Loan or Borrowing, the LIBO Rate or a
Fixed Rate.

"United States" or "U.S." means the United States of America, its fifty
states and the District of Columbia.

"Unrestricted Subsidiary" means any Subsidiary of Borrower that is not
a Restricted Subsidiary.

"Welfare Plan" means a "welfare plan," as such term is defined in
Section 3(1) of ERISA.

"Withdrawal Liability" means liability to a Multiemployer Plan as a
result of a complete or partial withdrawal from such Multiemployer Plan, as such
terms are defined in Part I of Subtitle E of Title IV of ERISA.

SECTION 1.2 Classification of Loans and Borrowings. For purposes of
this Agreement, Loans may be classified and referred to by Class (e.g., a
"Revolving Loan") or by Type (e.g., a "Eurodollar Loan") or by Class and Type
(e.g., a "Eurodollar Revolving Loan"). Borrowings also may be classified and
referred to by Class (e.g., a "Revolving Borrowing") or by Type (e.g., a
"Eurodollar Borrowing") or by Class and Type (e.g., a "Eurodollar Revolving
Borrowing").

SECTION 1.3 Terms Generally. The definitions of terms herein shall
apply equally to the singular and plural forms of the terms defined. Whenever
the context may require,
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any pronoun shall include the corresponding masculine, feminine and neuter
forms. The words "include", "includes" and "including" shall be deemed to be
followed by the phrase "without limitation". The word "will" shall be construed
to have the same meaning and effect as the word "shall". Unless the context
requires otherwise (a) any definition of or reference to any agreement,
instrument or other document herein shall be construed as referring to such
agreement, instrument or other document as from time to time amended,
supplemented or otherwise modified (subject to any restrictions on such
amendments, supplements or modifications set forth herein), (b) any reference
herein to any Person shall be construed to include such Person's successors and
assigns, (c) the words "herein", "hereof" and "hereunder", and words of similar
import, shall be construed to refer to this Agreement in its entirety and not to
any particular provision hereof, (d) all references herein to Articles,
Sections, Exhibits and Schedules shall be construed to refer to Articles and
Sections of, and Exhibits and Schedules to, this Agreement and (e) the words
"asset" and "property" shall be construed to have the same meaning and effect
and to refer to any and all tangible and intangible assets and properties,
including cash, securities, accounts and contract rights.

SECTION 1.4 Accounting Terms; GAAP. Except as otherwise expressly
provided herein, all terms of an accounting or financial nature shall be
construed in accordance with GAAP, as in effect from time to time; provided
that, if Borrower notifies the Administrative Agent that Borrower requests an
amendment to any provision hereof to eliminate the effect of any change
occurring after the date hereof in GAAP or in the application thereof on the
operation of such provision (or if the Administrative Agent notifies Borrower
that the Required Lenders request an amendment to any provision hereof for such
purpose), regardless of whether any such notice is given before or after such
change in GAAP or in the application thereof, then such provision shall be
interpreted on the basis of GAAP as in effect and applied immediately before
such change shall have become effective until such notice shall have been
withdrawn or such provision amended in accordance herewith.

ARTICLE II
The Credits

SECTION 2.1 Commitments. Subject to the terms and conditions set forth
herein, each Lender agrees to make Revolving Loans in U.S. Dollars to Borrower
from time to time during the Availability Period in an aggregate principal
amount that will not result in (a) such Lender's Revolving Credit Exposure
exceeding such Lender's Commitment or (b) the sum of the total Revolving Credit
Exposures plus the aggregate principal amount of outstanding Competitive Loans
exceeding the total Commitments. Subject to the conditions set forth herein,
Borrower may borrow, prepay and reborrow Revolving Loans. Apache and any
Additional Borrowers shall be jointly and severally liable for all Obligations.

SECTION 2.2 Loans and Borrowings.

(a) Each Revolving Loan shall be made as part of a Borrowing
consisting of Revolving Loans made by the Lenders ratably in accordance with
their respective Commitments. Each Competitive Loan shall be made in accordance
with the procedures set forth in Section 2.4. The failure of any Lender to make
any Loan required to be made by it shall not relieve any other
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Lender of its obligations hereunder; provided that the Commitments and
Competitive Bids of the Lenders are several and no Lender shall be responsible
for any other Lender's failure to make Loans as required.

(b) Subject to Section 2.13, (i) each Revolving Borrowing shall be
comprised entirely of ABR Loans or Eurodollar Loans as Borrower may request in
accordance herewith, and (ii) each Competitive Borrowing shall be comprised
entirely of Eurodollar Loans or Fixed Rate Loans as Borrower may request in
accordance herewith. Each Lender at its option may make any Eurodollar Loan by
causing any domestic or foreign branch or Affiliate of such Lender to make such
Loan; provided that any exercise of such option shall not affect the obligation
of Borrower to repay such Loan in accordance with the terms of this Agreement.

(c) At the commencement of each Interest Period for any Eurodollar
Revolving Borrowing, such Borrowing shall be in an aggregate amount that is an
integral multiple of $1,000,000 and not less than $5,000,000 (including any
continuation or conversion of existing Revolving Loans made in connection
therewith). At the time that each ABR Revolving Borrowing is made, such
Borrowing shall be in an aggregate amount that is an integral multiple of
$1,000,000 and not less than $5,000,000 (including any continuation or
conversion of existing Revolving Loans made in connection therewith); provided
that an ABR Revolving Borrowing may be in an aggregate amount that is equal to
the entire unused balance of the total Commitments. Each Competitive Borrowing
shall be in an aggregate amount that is an integral multiple of $1,000,000 and
not less than $5,000,000. Borrowings of more than one Type and Class may be
outstanding at the same time; provided that there shall not at any time be more
than a total of ten (10) Eurodollar Revolving Borrowings outstanding.

(d) Notwithstanding any other provision of this Agreement,
Borrower shall not be entitled to request, or to elect to convert or continue,
any Borrowing if the Interest Period requested with respect thereto would end
after the Maturity Date.

SECTION 2.3 Requests for Revolving Borrowings. To request a Revolving
Borrowing, Borrower shall notify the Administrative Agent of such request by
telephone (a) in the case of a Eurodollar Borrowing, not later than 1:00 p.m.,
New York City time, three Business Days before the date of the proposed
Borrowing or (b) in the case of an ABR Borrowing, not later than 11:00 a.m., New
York City time, on the date of the proposed Borrowing. Each such telephonic
Borrowing Request shall be irrevocable and shall be confirmed promptly by hand
delivery or telecopy to the Administrative Agent of a written Borrowing Request
in a form approved by the Administrative Agent and signed by Borrower. Each such
telephonic and written Borrowing Request shall specify the following information
in compliance with Section 2.2:

(1) the aggregate amount of the requested Borrowing;

(i1) the date of such Borrowing, which shall be a Business
Day;

(iii) whether such Borrowing is to be an ABR Borrowing or a

Eurodollar Borrowing; and
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(iv) in the case of a Eurodollar Borrowing, the initial
Interest Period to be applicable thereto, which shall be a period
contemplated by the definition of the term "Interest Period".

If no election as to the Type of Revolving Borrowing is specified, then the
requested Revolving Borrowing shall be an ABR Borrowing. If no Interest Period
is specified with respect to any requested Eurodollar Revolving Borrowing, then
Borrower shall be deemed to have selected an Interest Period of one month's
duration. Promptly following receipt of a Borrowing Request in accordance with
this Section, the Administrative Agent shall advise each Lender of the details
thereof and of the amount of such Lender's Loan to be made as part of the
requested Borrowing.

SECTION 2.4 Competitive Bid Procedure.

(a) Subject to the terms and conditions set forth herein, from
time to time during the Availability Period, Borrower may request Competitive
Bids and may (but shall not have any obligation to) accept Competitive Bids and
borrow Competitive Loans; provided that the sum of the total Revolving Credit
Exposures plus the aggregate principal amount of outstanding Competitive Loans
at any time shall not exceed the total Commitments. To request Competitive Bids,
Borrower shall notify the Administrative Agent of such request by telephone, in
the case of a Eurodollar Borrowing, not later than noon, New York City time,
four Business Days before the date of the proposed Borrowing and, in the case of
a Fixed Rate Borrowing, not later than 10:00 a.m., New York City time, one
Business Day before the date of the proposed Borrowing; provided that Borrower
may submit up to (but not more than) five (5) Competitive Bid Requests on the
same day, but a Competitive Bid Request shall not be made within five Business
Days after the date of any previous Competitive Bid Request, unless any and all
such previous Competitive Bid Requests shall have been withdrawn or all
Competitive Bids received in response thereto rejected. Each such telephonic
Competitive Bid Request shall be confirmed promptly by hand delivery or telecopy
to the Administrative Agent of a written Competitive Bid Request and signed by
Borrower. Each such telephonic and written Competitive Bid Request shall specify
the following information in compliance with Section 2.2:

(1) the aggregate amount of the requested Borrowing;

(ii) the date of such Borrowing, which shall be a Business
Day;

(iii) whether such Borrowing is to be a Eurodollar

Borrowing or a Fixed Rate Borrowing; and

(iv) the Interest Period to be applicable to such
Borrowing, which shall be a period contemplated by the definition of
the term "Interest Period".

Promptly following receipt of a Competitive Bid Request in accordance with this
Section, the Administrative Agent shall notify the Lenders of the details
thereof by telecopy to each Lender of a Notice of Competitive Bid Quote Request
inviting the Lenders to submit Competitive Bids.

(b) Each Lender may (but shall not have any obligation to) make
one or more Competitive Bids to Borrower in response to a Competitive Bid
Request. Each Competitive Bid by a Lender must be in a form approved by the
Administrative Agent and must be received by
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the Administrative Agent by telecopy, in the case of a Eurodollar Competitive
Borrowing, not later than noon, New York City time, three Business Days before
the proposed date of such Competitive Borrowing, and in the case of a Fixed Rate
Borrowing, not later than 10:00 a.m., New York City time, on the proposed date
of such Competitive Borrowing. Competitive Bids that do not conform
substantially to the form approved by the Administrative Agent may be rejected
by the Administrative Agent, and the Administrative Agent shall notify the
applicable Lender as promptly as practicable. Each Competitive Bid shall specify
(i) the principal amount (which shall be a minimum of $5,000,000 and an integral
multiple of $1,000,000 and which may equal the entire principal amount of the
Competitive Borrowing requested by Borrower) of the Competitive Loan or Loans
that the Lender is willing to make, (ii) the Competitive Bid Rate or Rates at
which the Lender is prepared to make such Loan or Loans (expressed as a
percentage rate per annum in the form of a decimal to no more than four decimal
places) and (iii) the Interest Period applicable to each such Loan and the last
day thereof.

(c) The Administrative Agent shall promptly notify Borrower by
telecopy of a summary of the Competitive Bid Rate and the principal amount
specified in each Competitive Bid and the identity of the Lender that shall have
made such Competitive Bid.

(d) Subject only to the provisions of this paragraph, Borrower may
accept or reject any Competitive Bid. Borrower shall notify the Administrative
Agent by telephone, confirmed by telecopy, in the form of a Competitive Bid
Accept/Reject Letter, whether and to what extent it has decided to accept or
reject each Competitive Bid, in the case of a Eurodollar Competitive Borrowing,
not later than 1:00 p.m., New York City time, three Business Days before the
date of the proposed Competitive Borrowing, and in the case of a Fixed Rate
Borrowing, not later than 11:00 a.m., New York City time, on the proposed date
of the Competitive Borrowing; provided that (i) the failure of Borrower to give
such notice shall be deemed to be a rejection of each Competitive Bid, (ii)
Borrower shall not accept a Competitive Bid made at a particular Competitive Bid
Rate if Borrower rejects a Competitive Bid made at a lower Competitive Bid Rate,
(iii) the aggregate amount of the Competitive Bids accepted by Borrower shall
not exceed the aggregate amount of the requested Competitive Borrowing specified
in the related Competitive Bid Request, (iv) to the extent necessary to comply
with clause (iii) above, Borrower may accept Competitive Bids at the same
Competitive Bid Rate in part, which acceptance, in the case of multiple
Competitive Bids at such Competitive Bid Rate, shall be made pro rata in
accordance with the amount of each such Competitive Bid, and (v) except pursuant
to clause (iv) above, no Competitive Bid shall be accepted for a Competitive
Loan unless such Competitive Loan is in a minimum principal amount of $5, 000,000
and an integral multiple of $1,000,000; provided further that if a Competitive
Loan must be in an amount less than $5,000,000 because of the provisions of
clause (iv) above, such Competitive Loan may be for a minimum of $1,000,000 or
any integral multiple thereof, and in calculating the pro rata allocation of
acceptances of portions of multiple Competitive Bids at a particular Competitive
Bid Rate pursuant to clause (iv) the amounts shall be rounded to integral
multiples of $1,000,000 in a manner determined by Borrower. A notice given by
Borrower pursuant to this paragraph shall be irrevocable.

(e) The Administrative Agent shall promptly notify each bidding
Lender by telecopy whether or not its Competitive Bid has been accepted (and, if
so, the amount and Competitive Bid Rate so accepted), and each successful bidder
will thereupon become bound, subject to the
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terms and conditions hereof, to make the Competitive Loan in respect of which
its Competitive Bid has been accepted.

(f) If the Administrative Agent shall elect to submit a
Competitive Bid in its capacity as a Lender, it shall submit such Competitive
Bid directly to Borrower at least one quarter of an hour earlier than the time
by which the other Lenders are required to submit their Competitive Bids to the
Administrative Agent pursuant to paragraph (b) of this Section.

SECTION 2.5 Funding of Borrowings.

(a) Each Lender shall make each Loan to be made by it hereunder on
the proposed date thereof by wire transfer of immediately available funds by
12:00 noon, New York City time, to the account of the Administrative Agent most
recently designated by it for such purpose by notice to the Lenders. The
Administrative Agent will make such Loans available to Borrower by promptly
crediting the amounts so received, in like funds, to an account of Borrower
designated by Borrower from time to time in a written notice to the
Administrative Agent executed by two Authorized Officers of Apache and two
Authorized Officers of any Additional Borrower.

(b) Unless the Administrative Agent shall have received notice
from a Lender prior to the proposed time of any Borrowing that such Lender will
not make available to the Administrative Agent such Lender's share of such
Borrowing, the Administrative Agent may assume that such Lender has made such
share available on the requested date in accordance with paragraph (a) of this
Section and may, in reliance upon such assumption, make available to Borrower a
corresponding amount. In such event, if a Lender has not in fact made its share
of the applicable Borrowing available to the Administrative Agent, then the
applicable Lender and Borrower severally agree to pay to the Administrative
Agent forthwith on demand such corresponding amount with interest thereon, for
each day from and including the date such amount is made available to Borrower
to but excluding the date of payment to the Administrative Agent, at (i) in the
case of such Lender, the greater of the Federal Funds Effective Rate or a rate
determined by the Administrative Agent in accordance with banking industry rules
on interbank compensation or (ii) in the case of Borrower, the interest rate
applicable to Loans made in such Borrowing. If such Lender pays such amount to
the Administrative Agent, then such amount shall constitute such Lender's Loan
included in such Borrowing.

SECTION 2.6 Extension of Maturity Date and of Commitments.

(a) Subject to the other provisions of this Agreement and provided
that no Event of Default has occurred and is continuing, the total Commitments
shall be effective for an initial period from the Effective Date to the Original
Maturity Date; provided that the Maturity Date, and concomitantly the total
Commitments, may be extended for successive one year periods expiring on the
date which is one (1) year from the then scheduled Maturity Date. If Borrower
shall request in a Certificate of Extension delivered to the Administrative
Agent at least 45 days prior to a date which is an anniversary of the Effective
Date that the Maturity Date be extended for one year from the then scheduled
Maturity Date, then the Administrative Agent shall promptly notify each Lender
of such request and each Lender shall notify the Administrative Agent, no later
than 30 days prior to such anniversary of the Effective Date, whether such
Lender, in the exercise of its sole discretion, will extend the Maturity Date
for such one year
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period. Any Lender which shall not timely notify the Administrative Agent
whether it will extend the Maturity Date shall be deemed to not have agreed to
extend the Maturity Date. No Lender shall have any obligation whatsoever to
agree to extend the Maturity Date. Any agreement to extend the Maturity Date by
any Lender shall be irrevocable, except as provided in Section 2.6(c).

(b) If all Lenders notify the Administrative Agent pursuant to
clause (a) of this Section 2.6 of their agreement to extend the Maturity Date,
then the Administrative Agent shall so notify each Lender and Borrower, and such
extension shall be effective without other or further action by any party hereto
for such additional one year period.

(c) If Lenders constituting at least the Required Lenders approve
the extension of the then scheduled Maturity Date (such Lenders agreeing to
extend the Maturity Date herein called the "Accepting Lenders") and if one or
more Lenders shall notify, or be deemed to notify, the Administrative Agent
pursuant to clause (a) of this Section 2.6 that they will not extend the then
scheduled Maturity Date (such Lenders herein called the "Declining Lenders"),
then (A) the Administrative Agent shall promptly so notify Borrower and the
Accepting Lenders, (B) the Accepting Lenders shall, upon Borrower's election to
extend the then scheduled Maturity Date in accordance with clause (i) or (ii)
below, extend the then scheduled Maturity Date and (C) Borrower shall, pursuant
to a notice delivered to the Administrative Agent, the Accepting Lenders and the
Declining Lenders, no later than the tenth (10th) day following the date by
which each Lender is required, pursuant to Section 2.6(a), to approve or
disapprove the requested extension of the total Commitments, either:

(1) elect to extend the Maturity Date and direct the
Declining Lenders to terminate their Commitments, which termination
shall become effective on the date which would have been the Maturity
Date except for the operation of this Section. On the date which would
have been the Maturity Date except for the operation of this Section,
(x) Borrower shall deliver a notice of the effectiveness of such
termination to the Declining Lenders with a copy to the Administrative
Agent and (y) Borrower shall pay in full in immediately available funds
all Obligations of Borrower owing to the Declining Lenders, including
any amounts required pursuant to Section 2.15, and (z) upon the
occurrence of the events set forth in clauses (x) and (y), the
Declining Lenders shall each cease to be a Lender hereunder for all
purposes, other than for purposes of Sections 2.14 through 2.17,
Section 2.19 and Section 10.3, and shall cease to have any obligations
or any Commitment hereunder, other than to the Agents pursuant to
Article IX, and the Administrative Agent shall promptly notify the
Accepting Lenders and Borrower of the new Commitments; or

(ii) elect to extend the Maturity Date and, prior to or no
later than the then scheduled Maturity Date, (A) to replace one or more
of the Declining Lenders with another lender or lenders reasonably
acceptable to the Administrative Agent (such lenders herein called the
"Replacement Lenders") and (B) Borrower shall pay in full in
immediately available funds all Obligations of Borrower owing to any
Declining Lenders which are not being replaced, as provided in clause
(i) above; provided that (x) any Replacement Lender shall purchase, and
any Declining Lender shall sell, such Declining Lender's rights and
obligations hereunder without recourse or expense to, or warranty by,
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such Declining Lender being replaced for a purchase price equal to the
aggregate outstanding principal amount of the Obligations payable to
such Declining Lender plus any accrued but unpaid interest on such
Obligations and accrued but unpaid fees or other amounts owing in
respect of such Declining Lender's Loans and Commitments hereunder, and
(y) upon the payment of such amounts referred to in clause(x) and the
execution of an Assignment and Acceptance by such Replacement Lender
and such Declining Lender, such Replacement Lender shall constitute a
Lender hereunder and such Declining Lender being so replaced shall no
longer constitute a Lender (other than for purposes of Sections 2.14
through 2.17, Section 2.19 and Section 10.3), and shall no longer have
any obligations hereunder, other than to the Agents pursuant to Article
IX; or

(iii) elect to revoke and cancel the extension request in
such Certificate of Extension by giving notice of such revocation and
cancellation to the Administrative Agent (which shall promptly notify
the Lenders thereof) no later than the tenth (10th) day following the
date by which each Lender is required, pursuant to clause (a) of this
Section, to approve or disapprove the requested extension of the
Maturity Date, and concomitantly the total Commitments.

If Borrower fails to timely provide the election notice referred to in
this clause(c), Borrower shall be deemed to have revoked and cancelled the
extension request in the Certificate of Extension and to have elected not to
extend the Maturity Date.

SECTION 2.7 Interest Elections.

(a) Each Revolving Borrowing initially shall be of the Type
specified in the applicable Borrowing Request (or an ABR Borrowing if no Type is
specified) and, in the case of a Eurodollar Revolving Borrowing, shall have an
initial Interest Period as specified in such Borrowing Request (or one month if
no Interest Period is specified). Thereafter, Borrower may elect to convert such
Borrowing to a different Type or to continue such Borrowing and, in the case of
a Eurodollar Revolving Borrowing, may elect Interest Periods therefor, all as
provided in this Section. Borrower may, subject to the requirements of Section
2.2(c), elect different options with respect to different portions of the
affected Borrowing, in which case each such portion shall be allocated ratably
among the Lenders holding the Loans comprising such Borrowing, and the Loans
comprising each such portion shall be considered a separate Borrowing. This
Section shall not apply to Competitive Borrowings, which may not be converted or
continued.

(b) To make an election pursuant to this Section, Borrower shall
notify the Administrative Agent of such election by telephone by the time that a
Borrowing Request would be required under Section 2.3 if Borrower were
requesting a Revolving Borrowing of the Type resulting from such election to be
made on the effective date of such election. Each such telephonic Interest
Election Request shall be irrevocable and shall be confirmed promptly by hand
delivery or telecopy to the Administrative Agent of a written Interest Election
Request signed by Borrower.

(c) Each telephonic and written Interest Election Request shall
specify the following information in compliance with Section 2.2:
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(1) the Borrowing to which such Interest Election Request
applies and, if different options are being elected with respect to
different portions thereof, the portions thereof to be allocated to
each resulting Borrowing (in which case the information to be specified
pursuant to clauses (iii) and (iv) below shall be specified for each
resulting Borrowing);

(ii) the effective date of the election made pursuant to
such Interest Election Request, which shall be a Business Day;

(iii) whether the resulting Borrowing is to be an ABR
Borrowing or a Eurodollar Borrowing; and

(iv) if the resulting Borrowing is a Eurodollar Borrowing,
the Interest Period to be applicable thereto after giving effect to
such election, which shall be a period contemplated by the definition
of the term "Interest Period".

If any such Interest Election Request requests a Eurodollar Borrowing but does
not specify an Interest Period, then Borrower shall be deemed to have selected
an Interest Period of one month's duration.

(d) Promptly following receipt of an Interest Election Request,
the Administrative Agent shall advise each Lender of the details thereof and of
such Lender's portion of each resulting Borrowing.

(e) If Borrower fails to deliver a timely Interest Election
Request with respect to a Eurodollar Revolving Borrowing prior to the end of the
Interest Period applicable thereto, then, unless such Borrowing is repaid as
provided herein, at the end of such Interest Period such Borrowing shall be
converted to an ABR Borrowing. Notwithstanding any contrary provision hereof, if
an Event of Default has occurred and is continuing and the Administrative Agent,
at the request of the Required Lenders, so notifies Borrower, then, so long as
an Event of Default is continuing, (i) no outstanding Revolving Borrowing may be
converted to or continued as a Eurodollar Borrowing and (ii) unless repaid and
provided the Indebtedness has not been accelerated pursuant to Section 8.3, each
Eurodollar Revolving Borrowing shall be converted to an ABR Borrowing at the end
of the Interest Period applicable thereto.

SECTION 2.8 Termination and Reduction of Commitments.

(a) Unless previously terminated, the Commitments shall terminate
on the Maturity Date.

(b) Borrower may at any time terminate, or from time to time
reduce, the Commitments; provided that (i) each reduction of the Commitments
shall be in an amount that is an integral multiple of $1,000,000 and not less
than $5,000,000 and (ii) Borrower shall not terminate or reduce the Commitments
if, after giving effect to any concurrent prepayment of the Loans in accordance
with Section 2.10, the sum of the Revolving Credit Exposures plus the aggregate
principal amount of outstanding Competitive Loans would exceed the total
Commitments.
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(c) Borrower shall notify the Administrative Agent of any election
to terminate or reduce the Commitments under paragraph (b) of this Section at
least two Business Days prior to the effective date of such termination or
reduction, specifying such election and the effective date thereof. Promptly
following receipt of any notice, the Administrative Agent shall advise the
Lenders of the contents thereof. Each notice delivered by Borrower pursuant to
this Section shall be irrevocable; provided that a notice of termination of the
Commitments delivered by Borrower may state that such notice is conditioned upon
the effectiveness of other credit facilities, in which case such notice may be
revoked by Borrower (by notice to the Administrative Agent on or prior to the
specified effective date) if such condition is not satisfied. Any termination or
reduction of the Commitments shall be permanent. Each reduction of the
Commitments shall be made ratably among the Lenders in accordance with their
respective Commitments.

SECTION 2.9 Repayment of Loans; Evidence of Debt.

(a) Borrower hereby unconditionally promises to pay (i) to the
Administrative Agent for the account of each Lender the then unpaid principal
amount of each Revolving Loan on the Maturity Date or, if earlier, the date on
which the Commitment of such Lender relating to such Revolving Loan is
terminated (except for termination of the Commitment of the assigning Lender
pursuant to Section 10.4(b)), and (ii) to the Administrative Agent for the
account of each Lender the then unpaid principal amount of each Competitive Loan
on the last day of the Interest Period applicable to such Loan.

(b) Each Lender shall maintain in accordance with its usual
practice an account or accounts evidencing the indebtedness of Borrower to such
Lender resulting from each Loan made by such Lender, including the amounts of
principal and interest payable and paid to such Lender from time to time
hereunder.

(c) The Administrative Agent shall maintain accounts in which it
shall record (i) the amount of each Loan made hereunder, the Class and Type
thereof and the Interest Period applicable thereto, (ii) the amount of any
principal or interest due and payable or to become due and payable from Borrower
to each Lender hereunder and (iii) the amount of any sum received by the
Administrative Agent hereunder for the account of the Lenders and each Lender's
share thereof.

(d) The entries made in the accounts maintained pursuant to
paragraph (b) or (c) of this Section shall be prima facie evidence of the
existence and amounts of the obligations recorded therein; provided that the
failure of any Lender or the Administrative Agent to maintain such accounts or
any error therein shall not in any manner affect the obligation of Borrower to
repay the Loans in accordance with the terms of this Agreement.

(e) Any Lender may request that Loans made by it be evidenced by
one or more promissory notes. In such event, Borrower shall prepare, execute and
deliver to such Lender promissory notes payable to the order of such Lender (or,
if requested by such Lender, to such Lender and its registered assigns and in a
form approved by the Administrative Agent). Thereafter, the Loans evidenced by
such promissory notes and interest thereon shall at all times (including after
assignment pursuant to Section 10.4) be represented by one or more promissory
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notes in such form payable to the order of the payee named therein (or, if any
such promissory note is a registered note, to such payee and its registered
assigns).

SECTION 2.10 Prepayment of Loans.

(a) Borrower shall have the right at any time and from time to
time to prepay any Borrowing in whole or in part, subject to prior notice in
accordance with paragraph (b) of this Section; provided that Borrower shall not
have the right to prepay any Competitive Loan without the prior consent of the
Lender thereof and compensation for break funding, to the extent required by
Section 2.15.

(b) Borrower shall notify the Administrative Agent by telephone
(confirmed by telecopy) of any prepayment hereunder (i) in the case of
prepayment of a Eurodollar Revolving Borrowing, not later than 1:00 p.m., New
York City time, three Business Days before the date of prepayment or (ii) in the
case of prepayment of an ABR Revolving Borrowing, not later than 11:00 a.m., New
York City time, on the date of prepayment. Each such notice shall be irrevocable
and shall specify the prepayment date and the principal amount of each Borrowing
or portion thereof to be prepaid; provided that, if a notice of prepayment is
given in connection with a conditional notice of termination of the Commitments
as contemplated by Section 2.8, then such notice of prepayment may be revoked if
such notice of termination is revoked in accordance with Section 2.8. Promptly
following receipt of any such notice relating to a Revolving Borrowing, the
Administrative Agent shall advise the Lenders of the contents thereof. Each
partial prepayment of any Revolving Borrowing shall be in an amount that would
be permitted in the case of an advance of a Revolving Borrowing of the same Type
as provided in Section 2.2. Each prepayment of a Revolving Borrowing shall be
applied ratably to the Loans included in the prepaid Borrowing. Prepayments
shall be accompanied by accrued interest to the extent required by Section 2.12
and compensation for break funding, to the extent required by Section 2.15.

SECTION 2.11 Fees.

(a) Borrower agrees to pay to the Administrative Agent for the
account of each Lender a facility fee (the "Facility Fee"), which shall accrue
at the Applicable Rate on the daily amount of the Commitment of such Lender
(whether used or unused) during the period from and including the Effective Date
to but excluding the earlier to occur of (i) the date on which such Commitment
terminates (except for termination of the Commitment of the assigning Lender
pursuant to Section 10.4(b)) or (ii) the Maturity Date; provided that, if such
Lender continues to have any Revolving Credit Exposure after its Commitment
terminates, then such Facility Fee shall continue to accrue on the daily amount
of such Lender's Revolving Credit Exposure from and including the date on which
its Commitment terminates to but excluding the date on which such Lender ceases
to have any Revolving Credit Exposure. Accrued Facility Fees shall be payable in
arrears on the first day of, April, July and October and the second day of
January of each year and on the date on which the Commitments terminate,
commencing on the first such date to occur after the date hereof; provided that
any Facility Fees accruing after the date on which the Commitments terminate
shall be payable on demand. All Facility Fees shall be computed on the basis of
a year of 365 days (or 366 days in a leap year) and shall be payable for the
actual number of days elapsed (including the first day but excluding the last
day).
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(b) Borrower agrees to pay to the Administrative Agent, for its
own account, fees payable in the amounts and at the times separately agreed upon
between Borrower and the Administrative Agent.

(c) All fees payable hereunder shall be paid on the dates due, in
immediately available funds, to the Administrative Agent for distribution, in
the case of Facility Fees, to the Lenders. Fees paid shall not be refundable
under any circumstances.

SECTION 2.12 Interest.

(a) The Loans comprising each ABR Borrowing shall bear interest on
the daily amount outstanding at the Alternate Base Rate.

(b) The Loans comprising each Eurodollar Borrowing shall bear
interest on the daily amount outstanding (i) in the case of a Eurodollar
Revolving Loan, at the Adjusted LIBO Rate for the Interest Period in effect for
such Borrowing plus the Applicable Rate, or (ii) in the case of a Eurodollar
Competitive Loan, at the LIBO Rate for the Interest Period in effect for such
Borrowing plus (or minus, as applicable) the Margin applicable to such Loan.

(c) Each Fixed Rate Loan shall bear interest on the daily amount
outstanding at the Fixed Rate applicable to such Loan.

(d) Notwithstanding the foregoing, if any principal of or interest
on any Loan or any fee or other amount payable by Borrower hereunder is not paid
when due, whether at stated maturity, upon acceleration or otherwise, such
overdue amount shall bear interest, after as well as before judgment, at a rate
per annum equal to (i) in the case of overdue principal of any Loan, 2% plus the
rate otherwise applicable to such Loan as provided in the preceding paragraphs
of this Section or (ii) in the case of any other amount, 2% plus the rate
applicable to ABR Loans as provided in paragraph (a) of this Section.

(e) Accrued interest on each Loan shall be payable in arrears on
each Interest Payment Date for such Loan and, in the case of Revolving Loans on
the Maturity Date; provided that (i) interest accrued pursuant to paragraph (d)
of this Section shall be payable on demand, (ii) in the event of any repayment
or prepayment of any Loan, accrued interest on the principal amount repaid or
prepaid shall be payable on the date of such repayment or prepayment, (iii) in
the event of any conversion of any Eurodollar Revolving Loan prior to the end of
the current Interest Period therefor, accrued interest on such Loan shall be
payable on the effective date of such conversion, and (iv) with respect to any
Declining Lender, accrued interest shall be paid upon the termination of the
Commitment of such Lender.

(f) All interest hereunder shall be computed on the basis of a
year of 360 days, except that interest computed by reference to (i) the
Alternate Base Rate at times when the Alternate Base Rate is based on the Prime
Rate and (ii) the Fixed Rate, shall be computed on the basis of a year of 365
days (or 366 days in a leap year), and in each case shall be payable for the
actual number of days elapsed (including the first day but excluding the last
day). The applicable Alternate Base Rate, Adjusted LIBO Rate or LIBO Rate shall
be determined by the Administrative Agent, and such determination shall be
conclusive absent demonstrable error.
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SECTION 2.13 Alternate Rate of Interest. If prior to the commencement
of any Interest Period for a Eurodollar Borrowing:

(1) the Administrative Agent determines (which
determination shall be conclusive absent demonstrable error) that
adequate and reasonable means do not exist for ascertaining the
Adjusted LIBO Rate or the LIBO Rate, as applicable, for such Interest
Period; or

(ii) the Administrative Agent is advised by the Required
Lenders that the Adjusted LIBO Rate for such Interest Period will not
adequately and fairly reflect the cost to such Lenders of making or
maintaining their Loans included in such Borrowing for such Interest
Period;

then the Administrative Agent shall give notice thereof to Borrower and the
Lenders by telephone or telecopy as promptly as practicable thereafter and,
until the Administrative Agent notifies Borrower and the Lenders that the
circumstances giving rise to such notice no longer exist, (i) any Interest
Election Request that requests the conversion of any Revolving Borrowing to, or
continuation of any Revolving Borrowing as, a Eurodollar Borrowing shall be
ineffective, (ii) if any Borrowing Request requests a Eurodollar Revolving
Borrowing, such Borrowing shall be made as an ABR Borrowing and (iii) any
request by Borrower for a Eurodollar Competitive Borrowing shall be ineffective;
provided that (A) if the circumstances giving rise to such notice do not affect
all the Lenders, then requests by Borrower for Eurodollar Competitive Borrowings
may be made to Lenders that are not affected thereby and (B) if the
circumstances giving rise to such notice affect only one Type of Borrowings,
then the other Type of Borrowings shall be permitted.

SECTION 2.14 Increased Costs.
(a) If any Change in Law shall:

(1) impose, modify or deem applicable any reserve,
special deposit or similar requirement against assets of, deposits with
or for the account of, or credit extended by, any Lender (except any
such reserve requirement reflected in the Adjusted LIBO Rate); or

(ii) impose on any Lender or the London interbank market
any other condition affecting this Agreement or Eurodollar Loans or
Fixed Rate Loans made by such Lender;

and the result of any of the foregoing shall be to increase the cost to such
Lender of making or maintaining any Eurodollar Loan or Fixed Rate Loan (or of
maintaining its obligation to make any such Loan) or to reduce the amount of any
sum received or receivable by such Lender hereunder (whether of principal,
interest or otherwise), then Borrower will pay to such Lender such additional
amount or amounts as will compensate such Lender for such additional costs
incurred or reduction suffered.

(b) If any Lender reasonably determines that any Change in Law
regarding capital requirements has or would have the effect of reducing the rate
of return on such Lender's capital or on the capital of such Lender's holding
company, if any, as a consequence of this Agreement
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or the Loans made by such Lender, to a level below that which such Lender or
such Lender's holding company could have achieved but for such Change in Law
(taking into consideration such Lender's policies and the policies of such
Lender's holding company with respect to capital adequacy), then from time to
time Borrower will pay to such Lender such additional amount or amounts as will
compensate such Lender or such Lender's holding company for any such reduction
suffered.

(c) A certificate of a Lender setting forth the amount or amounts
necessary to compensate such Lender or its holding company, as the case may be,
as specified in paragraph (a) or (b) of this Section (together with the
calculation thereof) shall be delivered to Borrower and shall be conclusive
absent demonstrable error. Borrower shall pay such Lender the amount shown as
due on any such certificate within 10 days after receipt thereof.

(d) Failure or delay on the part of any Lender to demand
compensation pursuant to this Section shall not constitute a waiver of such
Lender's right to demand such compensation; provided that Borrower shall not be
required to compensate a Lender pursuant to this Section for any increased costs
or reductions incurred more than 180 days prior to the date that such Lender
notifies Borrower of the Change in Law giving rise to such increased costs or
reductions and of such Lender's intention to claim compensation therefor;
provided further that, if the Change in Law giving rise to such increased costs
or reductions is retroactive, then the 180-day period referred to above shall be
extended to include the period of retroactive effect thereof.

(e) Notwithstanding the foregoing provisions of this Section, a
Lender shall not be entitled to compensation pursuant to this Section in respect
of any Competitive Loan if the Change in Law that would otherwise entitle it to
such compensation shall have been publicly announced prior to submission of the
Competitive Bid pursuant to which such Loan was made.

SECTION 2.15 Break Funding Payments. In the event of (a) the payment of
any principal of any Eurodollar Loan or Fixed Rate Loan other than on the last
day of an Interest Period applicable thereto (including as a result of an Event
of Default), (b) the conversion of any Eurodollar Loan other than on the last
day of the Interest Period applicable thereto, (c) the failure to borrow,
convert, continue or prepay any Revolving Loan on the date specified in any
notice delivered pursuant hereto (regardless of whether such notice may be
revoked under Section 2.10(b) and is revoked in accordance therewith), (d) the
failure to borrow any Competitive Loan after accepting the Competitive Bid to
make such Loan, or (e) the assignment of any Eurodollar Loan or Fixed Rate Loan
other than on the last day of the Interest Period applicable thereto as a result
of a request by Borrower pursuant to either Section 2.6, or Section 2.18 then,
in any such event, Borrower shall compensate each Lender for the loss, cost and
expense attributable to such event. In the case of a Eurodollar Loan, such loss,
cost or expense to any Lender shall be deemed to include an amount determined by
such Lender to be the excess, if any, of (i) the amount of interest which would
have accrued on the principal amount of such Loan had such event not occurred,
at the Adjusted LIBO Rate that would have been applicable to such Loan, for the
period from the date of such event to the last day of the then current Interest
Period therefor (or, in the case of a failure to borrow, convert or continue,
for the period that would have been the Interest Period for such Loan), over
(ii) the amount of interest which would accrue on such principal amount for such
period at the interest rate which such Lender would bid were it to bid, at the
commencement of such period, for dollar deposits of
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a comparable amount and period from other banks in the eurodollar market. A
certificate of any Lender setting forth any amount or amounts that such Lender
is entitled to receive, together with the calculation thereof, pursuant to this
Section shall be delivered to Borrower and the Administrative Agent and shall be
conclusive absent demonstrable error. Borrower shall pay to the Administrative
Agent for the account of such Lender the amount shown as due on any such
certificate within 10 days after receipt thereof.

SECTION 2.16 Taxes.

(a) Any and all payments by or on account of any obligation of
Borrower hereunder shall be made free and clear of and without deduction for any
Indemnified Taxes or Other Taxes; provided that if Borrower shall be required to
deduct any Indemnified Taxes or Other Taxes from such payments, then (i) the sum
payable shall be increased as necessary so that after making all required
deductions (including deductions applicable to additional sums payable under
this Section) the Administrative Agent or Lender (as the case may be) receives
an amount equal to the sum it would have received had no such deductions been
made, (ii) Borrower shall make such deductions and (iii) Borrower shall pay the
full amount deducted to the relevant Governmental Authority in accordance with
applicable law.

(b) In addition, Borrower shall pay any Other Taxes to the
relevant Governmental Authority in accordance with applicable law.

(c) Borrower shall pay the Administrative Agent and each Lender,
within 10 days after written demand therefor, the full amount of any Indemnified
Taxes or Other Taxes paid by the Administrative Agent or such Lender, as the
case may be, on or with respect to any payment by or on account of any
obligation of Borrower hereunder (including Indemnified Taxes or Other Taxes
imposed or asserted on or attributable to amounts payable under this Section)
and any penalties, interest and reasonable expenses arising therefrom or with
respect thereto (other than any such penalties or interest arising through the
failure of the Administrative Agent or Lender to act as a reasonably prudent
agent or lender, respectively), whether or not such Indemnified Taxes or Other
Taxes were correctly or legally imposed or asserted by the relevant Governmental
Authority. A certificate as to the amount of such payment or liability delivered
to Borrower by a Lender, or by the Administrative Agent on its own behalf or on
behalf of a Lender, shall be conclusive absent demonstrable error.

(d) As soon as practicable after any payment of Indemnified Taxes
or Other Taxes by Borrower to a Governmental Authority, Borrower shall deliver
to the Administrative Agent the original or a certified copy of a receipt issued
by such Governmental Authority evidencing such payment, a copy of the return
reporting such payment or other evidence of such payment reasonably satisfactory
to the Administrative Agent.

(e) Any Foreign Lender that is entitled to an exemption from or
reduction of withholding tax under the law of the jurisdiction in which Borrower
is located, or any treaty to which such jurisdiction is a party, with respect to
payments under this Agreement shall deliver to Borrower (with a copy to the
Administrative Agent), at the time or times prescribed by applicable law, such
properly completed and executed documentation prescribed by applicable
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law or reasonably requested by Borrower as will permit such payments to be made
without withholding or at a reduced rate.

SECTION 2.17 Payments Generally; Pro Rata Treatment; Sharing of
Set-offs.

(a) Borrower shall make each payment required to be made by it
hereunder (whether of principal, interest or fees, or of amounts payable under
Section 2.14, 2.15 or 2.16, or otherwise) prior to 1:00 p.m., New York City
time, on the date when due, in immediately available funds, without set-off or
counterclaim. All such payments shall be made to the Administrative Agent, c/o
Loan & Agency Services Group, JPMorgan Chase Bank, Loan and Agency Services
Group, 1111 Fannin Street, 10th Floor, Houston, Texas 77002-8069, Attention: Ms.
Janene English, telephone no.: 713-750-2501, facsimile no.: 713-427-6307, except
that payments pursuant to Sections 2.14, 2.16 and 10.3 shall be made directly to
the Persons entitled thereto. The Administrative Agent shall distribute any such
payments received by it for the account of any other Person to the appropriate
recipient promptly following receipt thereof. If any payment hereunder shall be
due on a day that is not a Business Day, the date for payment shall be extended
to the next succeeding Business Day, and, in the case of any payment accruing
interest, interest thereon shall be payable for the period of such extension.
All payments hereunder shall be made in dollars.

(b) If at any time insufficient funds are received by and
available to the Administrative Agent to pay fully all amounts of principal,
interest and fees then due hereunder, such funds shall be applied (i) first,
towards payment of interest and fees then due hereunder, ratably among the
parties entitled thereto in accordance with the amounts of interest and fees
then due to such parties, and (ii) second, towards payment of principal then due
hereunder, ratably among the parties entitled thereto in accordance with the
amounts of principal then due to such parties. If insufficient funds are
received due to Borrower's entitlement to withhold amounts on account of
Excluded Taxes in relation to a particular Lender, such insufficiency shall not
be subject to this Section 2.17(b) but shall be withheld from and shall only
affect payments made to such Lender.

(c) If any Lender shall, by exercising any right of set-off or
counterclaim or otherwise, obtain payment in respect of any principal of or
interest on any of its Revolving Loans resulting in such Lender receiving
payment of a greater proportion of the aggregate amount of its Revolving Loans
and accrued interest thereon than the proportion received by any other Lender,
then the Lender receiving such greater proportion shall purchase (for cash at
face value) participations in the Revolving Loans of other Lenders to the extent
necessary so that the benefit of all such payments shall be shared by the
Lenders ratably in accordance with the aggregate amount of principal of and
accrued interest on their respective Revolving Loans; provided that (i) if any
such participations are purchased and all or any portion of the payment giving
rise thereto is recovered, such participations shall be rescinded and the
purchase price restored to the extent of such recovery, without interest, and
(ii) the provisions of this paragraph shall not be construed to apply to any
payment made by Borrower pursuant to and in accordance with the express terms of
this Agreement or any payment obtained by a Lender as consideration for the
assignment of or sale of a participation in any of its Loans to any assignee or
participant, other than to Borrower or any Subsidiary or Affiliate thereof (as
to which the provisions of this paragraph shall apply). Borrower consents to the
foregoing and agrees, to the extent it may
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effectively do so under applicable law, that any Lender acquiring a
participation pursuant to the foregoing arrangements may exercise against
Borrower rights of set-off and counterclaim with respect to such participation
as fully as if such Lender were a direct creditor of Borrower in the amount of
such participation.

(d) Unless the Administrative Agent shall have received notice
from Borrower prior to the date on which any payment is due to the
Administrative Agent for the account of the Lenders hereunder that Borrower will
not make such payment, the Administrative Agent may assume that Borrower has
made such payment on such date in accordance herewith and may, in reliance upon
such assumption, distribute to the Lenders the amount due. In such event, if
Borrower has not in fact made such payment, then each of the Lenders severally
agrees to repay to the Administrative Agent forthwith on demand the amount so
distributed to such Lender with interest thereon, for each day from and
including the date such amount is distributed to it to but excluding the date of
payment to the Administrative Agent, at the greater of the Federal Funds
Effective Rate and a rate determined by the Administrative Agent in accordance
with banking industry rules on interbank compensation.

(e) If any Lender shall fail to make any payment required to be
made by it pursuant to Section 2.17(d), then the Administrative Agent may, in
its discretion (notwithstanding any contrary provision hereof), apply any
amounts thereafter received by the Administrative Agent for the account of such
Lender to satisfy such Lender's obligations under such Section until all such
unsatisfied obligations are fully paid.

SECTION 2.18 Mitigation Obligations; Replacement of Lenders.

(a) If any Lender requests compensation under Section 2.14, or if
Borrower is required to pay any additional amount to any Lender or any
Governmental Authority for the account of any Lender pursuant to Section 2.16,
then such Lender shall use reasonable efforts to designate a different lending
office for funding or booking its Loans hereunder or to assign its rights and
obligations hereunder to another of its offices, branches or affiliates, if, in
the judgment of such Lender, such designation or assignment (i) would eliminate
or reduce amounts payable pursuant to Section 2.14 or 2.16, as the case may be,
in the future and (ii) would not subject such Lender to any unreimbursed cost or
expense and would not otherwise be disadvantageous to such Lender. Borrower
hereby agrees to pay all reasonable costs and expenses incurred by any Lender in
connection with any such designation or assignment.

(b) If any Lender requests compensation under Section 2.14, or if
Borrower is required to pay any additional amount to any Lender or any
Governmental Authority for the account of any Lender pursuant to Section 2.16,
or if any Lender defaults in its obligation to fund Loans hereunder, then
Borrower may upon notice to such Lender and the Administrative Agent, require
such Lender to assign and delegate, without recourse or expense to, or warranty
by, such Lender (in accordance with and subject to the restrictions contained in
Section 10.4), all its interests, rights and obligations under this Agreement
(other than any outstanding Competitive Loans held by it) to an assignee
designated by Borrower which meets the requirements of Section 10.4(b) that
shall assume such obligations (which assignee may be another Lender, if a Lender
accepts such assignment); provided that (i) Borrower shall have received the
prior written consent of the Administrative Agent, which consent shall not
unreasonably be withheld, (ii) such
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Lender shall have received payment of an amount equal to the outstanding
principal of its Loans (other than Competitive Loans), accrued interest thereon,
accrued fees and all other amounts payable to it hereunder, from the assignee
(to the extent of such outstanding principal and accrued interest and fees) or
Borrower (in the case of all other amounts), (iii) the assignee and assignor
shall have entered into an Assignment and Acceptance, and (iv) in the case of
any such assignment resulting from a claim for compensation under Section 2.14
or payments required to be made pursuant to Section 2.16, such assignment will
result in a reduction in such compensation or payments.

SECTION 2.19 Currency Conversion and Currency Indemnity.

(a) Payments in Agreed Currency. Borrower shall make payment
relative to any Obligation in the currency (the "Agreed Currency") in which the
Obligation was effected. If any payment is received on account of any Obligation
in any currency (the "Other Currency") other than the Agreed Currency (whether
voluntarily or pursuant to an order or judgment or the enforcement thereof or
the realization of any security or the liquidation of Borrower or otherwise
howsoever), such payment shall constitute a discharge of the liability of
Borrower hereunder and under the other Loan Documents in respect of such
obligation only to the extent of the amount of the Agreed Currency which the
relevant Lender or Agent, as the case may be, is able to purchase with the
amount of the Other Currency received by it on the Business Day next following
such receipt in accordance with its normal procedures and after deducting any
premium and costs of exchange.

(b) Conversion of Agreed Currency into Judgment Currency. If, for
the purpose of obtaining or enforcing judgment in any court in any jurisdiction,
it becomes necessary to convert into a particular currency (the "Judgment
Currency") any amount due in the Agreed Currency then the conversion shall be
made on the basis of the rate of exchange prevailing on the next Business Day
following the date such judgment is given and in any event Borrower shall be
obligated to pay the Agents and the Lenders any deficiency in accordance with
Section 2.19(c). For the foregoing purposes '"rate of exchange" means the rate at
which the relevant Lender or Agent, as applicable, in accordance with its normal
banking procedures is able on the relevant date to purchase the Agreed Currency
with the Judgment Currency after deducting any premium and costs of exchange.

(c) Circumstances Giving Rise to Indemnity. If (i) any Lender or
any Agent receives any payment or payments on account of the liability of
Borrower hereunder pursuant to any judgment or order in any Other Currency, and
(ii) the amount of the Agreed Currency which the relevant Lender or Agent, as
applicable, is able to purchase on the Business Day next following such receipt
with the proceeds of such payment or payments in accordance with its normal
procedures and after deducting any premiums and costs of exchange is less than
the amount of the Agreed Currency due in respect of such obligations immediately
prior to such judgment or order, then Borrower on demand shall, and Borrower
hereby agrees to, indemnify and save the Lenders and the Agents harmless from
and against any loss, cost or expense arising out of or in connection with such
deficiency.

(d) Indemnity Separate Obligation. The agreement of indemnity
provided for in Section 2.19(c) shall constitute an obligation separate and
independent from all other obligations
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contained in this Agreement, shall give rise to a separate and independent cause
of action, shall apply irrespective of any indulgence granted by the Lenders or
Agents or any of them from time to time, and shall continue in full force and
effect notwithstanding any judgment or order for a liquidated sum in respect of
an amount due hereunder or under any judgment or order.

SECTION 2.20 Additional Borrowers.

(a) A Person which is a Restricted Subsidiary which is a resident
of, and domiciled in, the United States may become an Additional Borrower with
respect hereto, and shall be bound by and entitled to the benefits and
obligations of this Agreement as a Borrower hereunder to the same extent as any
other Borrower, upon the fulfillment of the following conditions:

(1) Resolutions and Officers' Certificates. Such Person
shall deliver all the items identified in Section 4.1(a) with respect
to such Person.

(ii) Certificate. An Authorized Officer of each Borrower
shall have delivered to the Administrative Agent a certificate stating
that such Person is a Restricted Subsidiary of the Parent which is
resident of, and domiciled in, the United States.

(iii) No Default. No Default or Event of Default shall have
occurred and be continuing.

(iv) Representations and Warranties. The representations
and warranties in Article III hereto are true and correct with respect
to such Person, mutatis mutandis, as of the date such Person executes
the Additional Borrower Counterpart described in clause (v) below.

(v) Additional Borrower Counterpart. Such Person shall
execute an Additional Borrower Counterpart to this Agreement,
substantially in the form of Exhibit J (the "Additional Borrower
Counterpart") or such other agreement in form and substance
satisfactory to the Administrative Agent.

(vi) Opinions of Counsel. The Administrative Agent shall
have received legal opinions, dated as of the date such Person executes
the Additional Borrower Counterpart described above, addressed to the
Agents and the Lenders, having substantially the same coverage as those
opinions attached hereto as Exhibits A and B and in form and substance
acceptable to the Administrative Agent, in its reasonable discretion.

(vii) Approval. The Administrative Agent shall have
approved the addition of such Person as an Additional Borrower, such
approval not to be unreasonably withheld.

(viii) USA Patriot Act Requirements. Such Person shall
provide information and documentation necessary to comply with Section
326 of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into
law October 26, 2001)).

(b) Upon fulfillment of the conditions in this Section 2.20(a),
the Administrative Agent will promptly notify each Lender of the date that such
Person becomes an Additional Borrower hereunder.
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ARTICLE III
Representations and Warranties

In order to induce the Lenders and the Agents to enter into this
Agreement and the Lenders to make Loans hereunder, Borrower represents and
warrants unto the Agents and each Lender as set forth in this Article III.

SECTION 3.1 Organization. Borrower is a corporation, and each of its
Subsidiaries is a corporation or other legal entity, in either case duly
incorporated or otherwise properly organized, validly existing and in good
standing under the laws of its jurisdiction of incorporation or organization and
has all requisite authority, permits and approvals, and is in good standing to
conduct its business in each jurisdiction in which its business is conducted
where the failure to so qualify would have a Material Adverse Effect.

SECTION 3.2 Authorization and Validity. The execution, delivery and
performance by Borrower of this Agreement and each other Loan Document executed
or to be executed by it, are within Borrower's corporate powers, have been duly
authorized by all necessary corporate action on behalf of it, and do not (a)
contravene Borrower's articles of incorporation or other organizational
documents, as the case may be; (b) contravene any material contractual
restriction, law or governmental regulation or court decree or order binding on
or affecting Borrower or any Subsidiary; or (c) result in, or require the
creation or imposition of, any Lien, not permitted by Section 7.1, on any of
Borrower's or any Subsidiary's properties. This Agreement constitutes, and each
other Loan Document executed by Borrower will, on the due execution and delivery
thereof, constitute, the legal, valid and binding obligations of Borrower
enforceable in accordance with their respective terms subject as to enforcement
only to bankruptcy, insolvency, reorganization, moratorium or other similar laws
affecting the enforcement of creditor rights generally and to general principles
of equity.

SECTION 3.3 Government Approval and Regulation. No authorization or
approval or other action by, and no notice to or filing with, any governmental
authority or regulatory body or other Person is required for the due execution,
delivery or performance by Borrower of this Agreement or any other Loan
Document. Neither Borrower nor any of its Subsidiaries is an "investment
company," within the meaning of the Investment Company Act of 1940, as amended,
or a "holding company," or a "subsidiary company" of a "holding company," or an
"affiliate" of a "holding company" or of a "subsidiary company" of a "holding
company," within the meaning of the Public Utility Holding Company Act of 1935,
as amended.

SECTION 3.4 Pension and Welfare Plans. During the
twelve-consecutive-month period prior to the date of the execution and delivery
of this Agreement and prior to the date of any Borrowing hereunder, no steps
have been taken to terminate any Pension Plan, and no contribution failure has
occurred with respect to any Pension Plan sufficient to give rise to a lien
under Section 302(f) of ERISA. No condition exists or event or transaction has
occurred with respect to any Pension Plan which would result in the incurrence
by Borrower or any member of the Controlled Group of any liability, fine or
penalty in excess of $100,000,000. Neither Borrower nor any member of the
Controlled Group has any contingent liability with respect to
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any post-retirement benefit under a Welfare Plan, other than liability for
continuation coverage described in Part 6 of Title I of ERISA.

SECTION 3.5 Regulation U. Borrower is not engaged in the business of
extending credit for the purpose of purchasing or carrying margin stock, and no
proceeds of any Loans will be used for a purpose which violates, or would be
inconsistent with, Regulation U. Terms for which meanings are provided in
Regulations U are used in this Section with such meanings.

SECTION 3.6 Taxes. Borrower and each of its Subsidiaries has to the
best knowledge of Borrower after due investigation filed all tax returns and
reports required by law to have been filed by it and has paid all taxes and
governmental charges thereby shown to be owing, except any such taxes or charges
which are being contested in good faith by appropriate proceedings and for which
adequate reserves in accordance with GAAP shall have been set aside on its books
or which the failure to file or pay could not reasonably be expected to have a
Material Adverse Effect.

SECTION 3.7 Subsidiaries; Restricted Subsidiaries. Schedule 3.7 hereto
contains an accurate list of all of the presently existing Subsidiaries,
including, without limitation, Restricted Subsidiaries, of Borrower as of the
date of this Agreement, setting forth their respective jurisdictions of
incorporation or organization and the percentage of their respective capital
stock or, the revenue share attributable to the general and limited partnership
interests, as the case may be, owned by Borrower or other Subsidiaries. All of
the issued and outstanding shares of capital stock of such Subsidiaries which
are corporations have been duly authorized and issued and are fully paid and
non-assessable.

ARTICLE IV
Conditions

SECTION 4.1 Effectiveness. This Agreement shall become effective upon
the prior or concurrent satisfaction of each of the conditions precedent set
forth in this Section 4.1.

(a) Resolutions and Officers Certificates. The Administrative
Agent shall have received from Borrower a certificate, dated
the Effective Date, of the Secretary or Assistant Secretary of
Borrower as to (i) resolutions of its governing board, then in
full force and effect authorizing the execution, delivery and
performance of this Agreement and each other Loan Document to
be executed by it; (ii) the incumbency and signatures of those
of its officers authorized to act with respect to this
Agreement and each other Loan Document executed by it; and
(iii) its articles of incorporation and bylaws; upon which
certificates each Lender may conclusively rely until it shall
have received a further certificate of an authorized officer
of Borrower canceling or amending such prior certificate.

(b) Existing Facility. The Administrative Agent shall have
received a certificate, signed by an Authorized Officer of
Borrower, stating that either (i) Borrower or its Subsidiaries
have repaid in full and terminated the Existing Credit
Facility
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(c)

(d)

(e)

(f)

(9)

(h)

concurrently with the effectiveness of this Agreement or (ii)
the Existing Credit Agreement terminated in full prior to the
effectiveness of this Agreement.

Opinions of Counsel. The Administrative Agent shall have
received opinions, dated the Effective Date, addressed to the
Administrative Agent, the other Agents and all Lenders, from
Thompson & Knight LLP, counsel to Borrower, in substantially
the form attached hereto as Exhibit A.

Closing Fees and Expenses. The Administrative Agent shall have
received for its own account, or for the account of each
Lender and other Agent, as the case may be, all fees, costs
and expenses due and payable pursuant hereto.

Financial Statements. The Administrative Agent shall have
received a certificate, signed by an Authorized Officer of
Borrower, stating that the audited consolidated financial
statements of Borrower and its Subsidiaries for fiscal year
2003 (the "2003 Financials") fairly present Borrower's
financial condition and results of operations and that prior
to the Effective Date no material adverse change in the
condition or operations of Borrower and its Subsidiaries,
taken as a whole, from that reflected in the 2003 Financials
has occurred and is continuing.

Environmental Warranties. In the ordinary course of its
business, Borrower conducts an ongoing review of the effect of
existing Environmental Laws on the business, operations and
properties of Borrower and its Subsidiaries, in the course of
which it attempts to identify and evaluate associated
liabilities and costs (including, without limitation, any
capital or operating expenditures required for clean-up or
closure of properties presently or previously owned, any
capital or operating expenditures required to achieve or
maintain compliance with environmental protection standards
imposed by law or as a condition of any license, permit or
contract, any related constraints on operating activities,
including any periodic or permanent shutdown of any facility
or reduction in the level of or change in the nature of
operations conducted thereat and any actual or potential
liabilities to third parties, including employees, and any
related costs and expenses). On the basis of this review, the
Administrative Agent shall have received a certificate, signed
by an Authorized Officer of Borrower, stating that after such
review Borrower has reasonably concluded that existing
Environmental Laws are unlikely to have a Material Adverse
Effect, or that Borrower has established adequate reserves in
respect of any required clean-up.

Effectiveness Notice. The Administrative Agent shall have
received the Effectiveness Notice.

Litigation. The Administrative Agent shall have received a
certificate, signed by an Authorized Officer of Borrower,
stating that no litigation, arbitration, governmental
proceeding, Tax claim, dispute or administrative or other
proceeding shall be pending or, to the knowledge of Borrower,
threatened against Borrower or any of its Subsidiaries which
could reasonably be expected to have a
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Material Adverse Effect or which purports to affect the
legality, validity or enforceability of this Agreement or any
other Loan Document.

(1) Other Documents. The Administrative Agent shall have received
such other instruments and documents as any of the Agents or
their counsel may have reasonably requested.

The Administrative Agent shall notify Borrower, the other Agents and the Lenders
of the Effective Date, and such notice shall be conclusive and binding.
Notwithstanding the foregoing, the obligations of the Lenders to make Loans
hereunder shall not become effective unless each of the foregoing conditions is
satisfied (or waived pursuant to Section 10.2) at or prior to 3:00 p.m., New
York City time, on May 28, 2004 (and, in the event such conditions are not so
satisfied or waived, the Commitments shall terminate at such time).

SECTION 4.2 All Loans. The obligation of each Lender to fund any Loan
which results in an increase in the aggregate outstanding principal amount of
Loans under this Agreement on the occasion of any Borrowing shall be subject to
the satisfaction of each of the conditions precedent set forth in this Section
4.2.

(a) Compliance with Warranties and No Default. Both before and
after giving effect to any Borrowing, the following statements
shall be true and correct: (1) the representations and
warranties set forth in Article III shall be true and correct
with the same effect as if then made (unless stated to relate
solely to an earlier date, in which case such representations
and warranties shall be true and correct as of such earlier
date); and (b) no Default or Event of Default shall have then
occurred and be continuing.

(b) Borrowings. The Administrative Agent shall have received a
Borrowing Request for any Revolving Borrowing, or a
Competitive Borrowing Request and a Competitive Bid
Accept/Reject Letter for any Competitive Borrowing.

ARTICLE V
Affirmative Covenants

Until the Commitments have expired or been terminated and all
Obligations shall have been paid in full and unless the Required Lenders shall
otherwise consent in writing, Borrower covenants and agrees with the Lenders
that:

SECTION 5.1 Financial Reporting and Notices. Apache will furnish, or
will cause to be furnished, to each Lender and the Administrative Agent copies
of the following financial statements, reports, notices and information:

(a) within 90 days after the end of each Fiscal Year of Apache, a
copy of the audited annual report for such fiscal year for
Apache and its Subsidiaries, including therein consolidated
balance sheets of Apache and its Subsidiaries as of the end of
such fiscal year and consolidated statements of earnings and
cash flow of Apache and its Subsidiaries for such fiscal year,
in each case certified (without
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(b)

(c)

(d)

(e)

(f)

(9)

qualification) by independent public accountants of nationally
recognized standing selected by Apache;

within 45 days after the end of each of the first three fiscal
quarters of each fiscal year of Apache commencing with the
fiscal quarter ending June 30, 2004, unaudited consolidated
balance sheets of Apache and its Subsidiaries as of the end of
such fiscal quarter and consolidated statements of earnings
and cash flow of Apache and its Subsidiaries for such fiscal
gquarter and for the period commencing at the end of the
previous fiscal year and ending with the end of such fiscal
quarter, certified by an Authorized Officer of Apache;

together with the financial statements described in (a) and
(b), above a compliance certificate, in substantially the form
of Exhibit C or any other form approved by the Administrative
Agent, executed by an Authorized Officer of Apache;

within five (5) days after the occurrence of each Default, a
statement of an Authorized Officer of Apache setting forth
details of such Default and the action which Borrower has
taken and proposes to take with respect thereto;

promptly after the sending or filing thereof, copies of all
material public filings, reports and communications from
Borrower, and all reports and registration statements which
Borrower or any of its Subsidiaries files with the Securities
and Exchange Commission or any national securities exchange;

immediately upon becoming aware of the institution of any
steps by Borrower or any other Person to terminate any Pension
Plan, or the failure to make a required contribution to any
Pension Plan if such failure is sufficient to give rise to a
Lien under Section 302(f) of ERISA, or the taking of any
action with respect to a Pension Plan which would reasonably
be expected to result in the requirement that Borrower furnish
a bond or other security to the PBGC or such Pension Plan, or
the occurrence of any event with respect to any Pension Plan
which would reasonably be expected to result in the incurrence
by Borrower of any liability, fine or penalty in excess of
$100,000,000, or any material increase in the contingent
liability of Borrower with respect to any postretirement
wWelfare Plan benefit, notice thereof; and

such other information respecting the financial condition or
operations of Borrower or any of its Subsidiaries as any
Lender through the Administrative Agent may from time to time
reasonably request.

SECTION 5.2 Compliance with Laws. Borrower will, and will cause each of
its Subsidiaries to, comply in all material respects with all applicable laws,
rules, regulations and orders where noncompliance therewith may reasonably be
expected to have a Material Adverse Effect, except where the necessity of
compliance therewith is contested in good faith by appropriate proceedings.
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SECTION 5.3 Maintenance of Properties. Borrower will, and will cause
each of its Subsidiaries to, maintain, preserve, protect and keep valid title
to, or valid leasehold interest in, all of its properties and assets, real and
personal, tangible and intangible, of any nature whatsoever (including patents,
trademarks, trade names, service marks and copyrights), free and clear of all
Liens, charges or claims (including infringement claims with respect to patents,
trademarks, copyrights and the like) except as permitted pursuant to Section 7.1
and except for imperfections and other burdens of title thereto as do not in the
aggregate materially detract from the value thereof or for the use thereof in
their businesses (taken as a whole).

SECTION 5.4 Insurance. Borrower will, and will cause each of its
Subsidiaries to, maintain or cause to be maintained with responsible insurance
companies (subject to self-insured retentions) insurance with respect to its
properties and business against such casualties and contingencies and of such
types and in such amounts as is customary in the case of similar businesses.

SECTION 5.5 Books and Records. Borrower will, and will cause each of
its Subsidiaries to, keep books and records which accurately reflect all of its
business affairs and transactions and permit the Administrative Agent and the
other Agents and each Lender through the Administrative Agent or any of their
respective authorized representatives, during normal business hours and at
reasonable intervals, to visit all of its offices, to discuss its financial
matters with its officers and to examine (and, at the expense of the
Administrative Agent or such other Agent or Lender or, if a Default or Event of
Default has occurred and is continuing, at the expense of Borrower, photocopy
extracts from) any of its books or other records.

SECTION 5.6 [Intentionally omitted].

SECTION 5.7 Use of Proceeds. Borrower will, and will cause each
Subsidiary to, use the proceeds of the Loans (i) to refinance existing
Indebtedness of Borrower and its Subsidiaries, (ii) for Borrower's and its
Subsidiaries' general corporate purposes, including any non-hostile
acquisitions, or (iii) to backup Apache's commercial paper facilities.

ARTICLE VI
Financial Covenants

Until the Commitments have expired or been terminated and all
Obligations shall have been paid in full and unless the Required Lenders shall
otherwise consent in writing, Borrower covenants and agrees with the Lenders
that:

SECTION 6.1 Ratio of Total Debt to Capital. Apache will not permit its
ratio (expressed as a percentage) of (i) the consolidated Debt of Apache and its
Subsidiaries to (ii) Capital to be greater than 60% at the end of any fiscal
quarter beginning with the fiscal quarter ending June 30, 2004.
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ARTICLE VII

Negative Covenants

Until the Commitments have expired or terminated and all Obligations
have been paid in full and unless the Required Lenders shall otherwise consent
in writing, Borrower covenants and agrees with the Lenders that:

SECTION 7.1 Liens. Borrower will not, and will not permit any of its

Subsidiaries to,

create, incur, assume or suffer to exist any Lien upon the

stock, assets, or indebtedness of Borrower or any of its Subsidiaries to secure
Indebtedness of Borrower or any other Person except:

(1)

(i1)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

Liens on any property or assets owned or leased by Borrower or
any Subsidiary existing at the time such property or asset was
acquired (or at the time such Person became a Subsidiary);
provided that in the case of the acquisition of a Subsidiary
such Lien only encumbers property or assets immediately prior
to, or at the time of, the acquisition by Borrower of such
Subsidiary;

purchase money Liens so long as such Liens only encumber
property or assets acquired with the proceeds of the purchase
money indebtedness incurred in connection with such Lien;

Liens granted by an Unrestricted Subsidiary on its assets to
secure Indebtedness incurred by such Unrestricted Subsidiary;

Liens on assets of a Restricted Subsidiary securing
Indebtedness of a Restricted Subsidiary owing to Borrower or
to another Restricted Subsidiary or Liens on assets of an
Unrestricted Subsidiary securing Indebtedness of an
Unrestricted Subsidiary owing to Borrower, to a Restricted
Subsidiary or to another Unrestricted Subsidiary;

Liens existing on the Effective Date set forth on Schedule
7.1;

Liens arising under operating agreements;

Liens reserved in o0il, gas and/or mineral leases for bonus
rental payments and for compliance with the terms of such
leases;

Liens pursuant to partnership agreements, o0il, gas and/or
mineral leases, farm-out agreements, division orders,
contracts for the sale, delivery, purchase, exchange, or
processing of oil, gas and/or other hydrocarbons, unitization
and pooling declarations and agreements, operating agreements,
development agreements, area of mutual interest agreements,
forward sales of oil, natural gas and natural gas liquids, and
other agreements which are customary in the o0il, gas and other
mineral exploration, development and production business and
in the business of processing of gas and gas condensate
production for the extraction of products therefrom;
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(ix) Liens on the stock or other ownership interests of or in any
Unrestricted Subsidiary;

(x) Liens for taxes, assessments or similar charges, incurred in
the ordinary course of business, that are not yet due and
payable or that are being contested as set forth in Section
3.6;

(x1) pledges or deposits made in the ordinary course of business to
secure payment of worker's compensation, or to participate in
any fund in connection with worker's compensation,
unemployment insurance, old-age pensions or other social
security programs;

(xii) Liens imposed by mandatory provisions of law such as for
mechanics', materialmen's, warehousemen's, carriers', or other
like Liens, securing obligations incurred in the ordinary
course of business that are not yet due and payable;

(xiii) Liens in renewal or extension of any of the foregoing
permitted Liens, so long as limited to the property or assets
encumbered and the amount of Indebtedness secured immediately
prior to such renewal or extension; and

(xiv) in addition to Liens permitted by clauses (i) through (xiii)
above, Liens on property or assets of the Borrower and its
Subsidiaries if the aggregate Indebtedness of all such Persons
secured thereby does not exceed five percent (5%) of
Borrower's Consolidated Assets; provided that nothing in this
definition shall in and of itself constitute or be deemed to
constitute an agreement or acknowledgment by the
Administrative Agent or any Lender that the Indebtedness
subject to or secured by any such Lien ranks (apart from the
effect of any Lien included in or inherent in any such Liens)
in priority to the Obligations.

SECTION 7.2 Mergers. Apache will not liquidate or dissolve, consolidate
with, or merge into or with, any other Person, or sell, lease or otherwise
transfer all or substantially all of its assets unless (a) Apache is the
survivor of such merger or consolidation, and (b) no Default or Event of Default
has occurred and is continuing or would occur after giving effect thereto.

SECTION 7.3 Asset Dispositions. Borrower will not, and will not permit
any of its Restricted Subsidiaries to, sell, transfer, lease, contribute or
otherwise convey, or grant options, warrants or other rights with respect to all
or substantially all of its assets. Notwithstanding the foregoing, nothing
herein shall prohibit any transfer of any assets from any Borrower to any
Subsidiary of such Borrower, from any Subsidiary of a Borrower to such Borrower
or from a Subsidiary of a Borrower to another Subsidiary of such Borrower.

SECTION 7.4 Transactions with Affiliates. Borrower will not, and will
not permit any of its Subsidiaries to, enter into, or cause, suffer or permit to
exist any arrangement or contract with any of its other Affiliates unless such
arrangement or contract or group of arrangements or contracts, as the case may
be, are conducted on an arms-length basis; provided, however, that this Section
shall not apply to Apache Offshore Investment Partnership, a
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Delaware general partnership, Apache Offshore Petroleum Limited Partnership, a
Delaware limited partnership, Main Pass 151 Pipeline Company, a Texas general
partnership, and Apache 681/682 Joint Venture, a Texas joint venture.

SECTION 7.5 Restrictive Agreements. Borrower will not, and will not
permit any of its Subsidiaries to, enter into any agreement (excluding this
Agreement, or any other Loan Document) limiting the ability of Borrower to amend
or otherwise modify this Agreement or any other Loan Document. Borrower will
not, and will not permit any of its Restricted Subsidiaries to, enter into any
agreement which restricts or prohibits the ability of any Restricted Subsidiary
to make any payments, directly or indirectly, to Borrower by way of dividends,
advances, repayments of loans or advances, reimbursements of management and
other intercompany charges, expenses and accruals or other returns on
investments, or any other agreement or arrangement which restricts the ability
of any such Restricted Subsidiary to make any payment, directly or indirectly,
to Borrower.

SECTION 7.6 Guaranties. Borrower will not, and will not permit any of
its Restricted Subsidiaries to, guaranty any Indebtedness not included in the
consolidated Debt of Borrower and its Subsidiaries in an aggregate outstanding
principal amount at any time exceeding $100,000,000.

ARTICLE VIII
Events of Default

SECTION 8.1 Listing of Events of Default. Each of the following events
or occurrences described in this Section 8.1 shall constitute an "Event of
Default":

(a) Non-Payment of Obligations. Borrower shall default in the
payment or prepayment when due of any principal of any Loan,
or Borrower shall default (and such default shall continue
unremedied for a period of five (5) Business Days) in the
payment when due of any interest, fee or of any other
obligation hereunder.

(b) Breach of Warranty. Any representation or warranty of Borrower
made or deemed to be made hereunder or in any other Loan
Document or any other writing or certificate furnished by or
on behalf of Borrower to the Administrative Agent, any other
Agent or any Lender for the purposes of or in connection with
this Agreement or any such other Loan Document is or shall be
false or misleading when made in any material respect.

(c) Non-Performance of Covenants and Obligations. Borrower shall
default in the due performance and observance of any of its
obligations under Section 7.2 or under Article VI.

(d) Non-Performance of Other Covenants and Obligations. Borrower
shall default in the due performance and observance of any
other agreement contained herein or in any other Loan
Document, and such default shall continue unremedied for a
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(e)

(f)

(9)

(h)

period of 30 days after notice thereof shall have been given
to Borrower by the Administrative Agent or the Required
Lenders.

Default on Other Indebtedness. A default shall occur in the
payment when due (subject to any applicable grace period),
whether by acceleration or otherwise, of any direct payment
obligation of Borrower or any of its Restricted Subsidiaries
in any amount in excess of $100,000,000.

Pension Plans. Any of the following events shall occur with
respect to any Pension Plan: (a) the institution of any steps
by Borrower, any member of its Controlled Group or any other
Person to terminate a Pension Plan if, as a result of such
termination, Borrower or any such member could be required to
make a contribution to such Pension Plan, or would reasonably
expect to incur a liability or obligation to such Pension
Plan, in excess of $100,000,000; or (b) a contribution failure
occurs with respect to any Pension Plan sufficient to give
rise to a lien under Section 302(f) of ERISA.

Bankruptcy and Insolvency. Borrower or any of its Restricted
Subsidiaries shall (a) become insolvent or generally fail to
pay, or admit in writing its inability or unwillingness to
generally pay, debts as they become due; (b) apply for,
consent to, or acquiesce in, the appointment of a trustee,
receiver, sequestrator or other custodian for Borrower, or any
of its Restricted Subsidiaries, or any substantial part of the
property of any thereof, or make a general assignment for the
benefit of creditors; (c) in the absence of such application,
consent or acquiescence, permit or suffer to exist the
appointment of a trustee, receiver, sequestrator or other
custodian for Borrower, or any of its Restricted Subsidiaries,
or for a substantial part of the property of any thereof, and
such trustee, receiver, sequestrator or other custodian shall
not be discharged within 60 days, provided that Borrower and
each Restricted Subsidiary hereby expressly authorizes the
Administrative Agent, each other Agent and each Lender to
appear in any court conducting any relevant proceeding during
such 60-day period to preserve, protect and defend their
rights under the Loan Documents; (d) permit or suffer to exist
the commencement of any bankruptcy, reorganization, debt
arrangement or other case or proceeding under any bankruptcy
or insolvency law, or any dissolution, winding up or
liquidation proceeding, in respect of Borrower or any of its
Restricted Subsidiaries, and, if any such case or proceeding
is not commenced by Borrower or such Restricted Subsidiary,
such case or proceeding shall be consented to or acquiesced in
by Borrower or such Restricted Subsidiary or shall result in
the entry of an order for relief or shall remain for 60 days
undismissed, provided that Borrower and each Restricted
Subsidiary hereby expressly authorizes the Administrative
Agent and each Lender to appear in any court conducting any
such case or proceeding during such 60-day period to preserve,
protect and defend their rights under the Loan Documents; or
(e) take any corporate or partnership action authorizing, or
in furtherance of, any of the foregoing.

Judgments. Any judgment or order for the payment of money in
an amount of $100,000,000 or more in excess of valid and
collectible insurance in respect
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thereof or in excess of an indemnity with respect thereto
reasonably acceptable to the Required Lenders shall be
rendered against Borrower or any of its Restricted
Subsidiaries and either (a) enforcement proceedings shall have
been commenced by any creditor upon such judgment or order, or
(b) such judgment shall have become final and non-appealable
and shall have remained outstanding for a period of 60
consecutive days.

(1) Change in Control. Any Person or group of Persons (within the
meaning of Section 13 or 14 of the Securities Exchange Act)
shall acquire beneficial ownership (within the meaning of Rule
13d-3 promulgated by the Securities and Exchange Commission
under the Securities Exchange Act) of 33 1/3% or more of the
outstanding shares of common stock of Borrower.

SECTION 8.2 Action if Bankruptcy. If any Event of Default described in
Section 8.1(g) shall occur, the Commitments (if not theretofore terminated)
shall automatically terminate and the outstanding principal amount of all
outstanding Loans and all other obligations hereunder shall automatically be and
become immediately due and payable, without notice or demand.

SECTION 8.3 Action if Other Event of Default. If any Event of Default
(other than any Event of Default described in Section 8.2) shall occur for any
reason, whether voluntary or involuntary, and be continuing, the Administrative
Agent, upon the direction of the Required Lenders, shall by notice to Borrower
declare all of the outstanding principal amount of the Loans and all other
obligations hereunder to be due and payable and the Commitments (if not
theretofore terminated) to be terminated, whereupon the full unpaid amount of
such Loans and other obligations shall be and become immediately due and
payable, without further notice, demand or presentment, and the Commitments
shall terminate.

ARTICLE IX
Agents

Each of the Lenders hereby irrevocably appoints JPMorgan Chase Bank as
Administrative Agent, Citibank, N.A. and Bank of America, N.A. as Co-Syndication
Agents, and Barclays Bank PLC and UBS Loan Finance LLC as Co-Documentation
Agents and authorizes each such Agent to take such actions on its behalf and to
exercise such powers as are delegated to such Agent by the terms hereof,
together with such actions and powers as are reasonably incidental thereto.

Any bank serving as an Agent hereunder shall have the same rights and
powers in its capacity as a Lender as any other Lender and may exercise the same
as though it were not an Agent, and such bank and its Affiliates may accept
deposits from, lend money to and generally engage in any kind of business with
Borrower or any Subsidiary or other Affiliate thereof as if it were not an Agent
hereunder.

The Agents shall not have any duties or obligations except those
expressly set forth herein. Without limiting the generality of the foregoing,
(a) the Agents shall not be subject to
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any fiduciary or other implied duties, regardless of whether a Default has
occurred and is continuing, (b) each Agent shall not have any duty to take any
discretionary action or exercise any discretionary powers, except discretionary
rights and powers expressly contemplated hereby that such Agent is required to
exercise in writing by the Required Lenders (or such other number or percentage
of the Lenders as shall be necessary under the circumstances as provided in
Section 10.2), and (c) except as expressly set forth herein, the Agents shall
not have any duty to disclose, and shall not be liable for the failure to
disclose, any information relating to Borrower or any of its Subsidiaries that
is communicated to or obtained by the bank serving as such Agent or any of its
Affiliates in any capacity. Each Agent shall not be liable for any action taken
or not taken by it with the consent or at the request of the Required Lenders
(or such other number or percentage of the Lenders as shall be necessary under
the circumstances as provided in Section 10.2) or in the absence of its own
gross negligence or willful misconduct. Each Agent shall be deemed not to have
knowledge of any Default unless and until written notice thereof is given to
such Agent by Borrower or a Lender, and such Agent shall not be responsible for
or have any duty to ascertain or inquire into (i) any statement, warranty or
representation made in or in connection with this Agreement, (ii) the contents
of any certificate, report or other document delivered hereunder or in
connection herewith, (iii) the performance or observance of any of the
covenants, agreements or other terms or conditions set forth herein, (iv) the
validity, enforceability, effectiveness or genuineness of this Agreement or any
other agreement, instrument or document, or (v) the satisfaction of any
condition set forth in Article IV or elsewhere herein, other than to confirm
receipt of items expressly required to be delivered to such Agent. None of the
Persons identified on the facing page of this Agreement as the "Co-Lead
Arrangers and Joint Bookrunners" (the "Arrangers"), the Co-Documentation Agents
or the Co-Syndication Agents shall have any right, power, obligation, liability,
responsibility or duty under this Agreement or any other Loan Document other
than, except in the case of the Arrangers, those applicable to all Lenders as
such.

The Administrative Agent and the other Agents shall be entitled to rely
upon, and shall not incur any liability for relying upon, any notice, request,
certificate, consent, statement, instrument, document or other writing believed
by it to be genuine and to have been signed or sent by the proper Person. The
Administrative Agent and the other Agents also may rely upon any statement made
to it orally or by telephone and believed by it to be made by the proper Person,
and shall not incur any liability for relying thereon. The Administrative Agent
and the other Agents may consult with legal counsel (who may be counsel for
Borrower), independent accountants and other experts selected by it, and shall
not be liable for any action taken or not taken by it in accordance with the
advice of any such counsel, accountants or experts.

Any Agent may perform any and all its duties and exercise its rights
and powers by or through any one or more sub-agents appointed by such Agent. Any
Agent and any such sub-agent may perform any and all its duties and exercise its
rights and powers through their respective Related Parties. The exculpatory
provisions of the preceding paragraphs shall apply to any such sub-agent and to
the Related Parties of such Agent and any such sub-agent, and shall apply to
their respective activities in connection with the syndication of the credit
facilities provided for herein as well as activities as an Agent.

Subject to the appointment and acceptance of a successor Administrative
Agent as provided in this paragraph, the Administrative Agent may resign at any
time by notifying the
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Lenders and Borrower. Upon any such resignation, Borrower shall have the right,
in consultation with the Required Lenders, to appoint one of the Lenders as a
successor. If no successor shall have been so appointed by Borrower and shall
have accepted such appointment within 30 days after the retiring Administrative
Agent gives notice of its resignation, then the retiring Administrative Agent
may, on behalf of the Lenders, appoint a successor Administrative Agent which
shall be a bank with an office in New York, New York, or an Affiliate of any
such bank. Upon the acceptance of its appointment as Administrative Agent
hereunder by a successor, such successor shall succeed to and become vested with
all the rights, powers, privileges and duties of the retiring Administrative
Agent, and the retiring Administrative Agent shall be discharged from its duties
and obligations hereunder. The fees payable by Borrower to a successor
Administrative Agent shall be the same as those payable to its predecessor
unless otherwise agreed between Borrower and such successor. After the
Administrative Agent's resignation hereunder, the provisions of this Article and
Section 10.3 shall continue in effect for the benefit of such retiring
Administrative Agent, its sub-agents and their respective Related Parties in
respect of any actions taken or omitted to be taken by any of them while it was
acting as Administrative Agent.

Each Lender acknowledges that it has, independently and without
reliance upon any Agent or any other Lender and based on such documents and
information as it has deemed appropriate, made its own credit analysis and
decision to enter into this Agreement. Each Lender also acknowledges that it
will, independently and without reliance upon any Agent or any other Lender and
based on such documents and information as it shall from time to time deem
appropriate, continue to make its own decisions in taking or not taking action
under or based upon this Agreement, any related agreement or any document
furnished hereunder or thereunder.

ARTICLE X
Miscellaneous

SECTION 10.1 Notices. Except in the case of notices and other
communications expressly permitted to be given by telephone, all notices and
other communications provided for herein shall be in writing and shall be
delivered by hand or overnight courier service, mailed by certified or
registered mail or sent by telecopy, as follows:

(a) if to Borrower, to:

Apache Corporation
2000 Post Oak Boulevard, Suite 100
Houston, Texas 77056-4400
Attention: Matthew W. Dundrea

Vice President and Treasurer
Telephone: (713) 296-6640
Facsimile: (713) 296-6458
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with a copy to:

Assistant Treasurer

Apache Corporation

2000 Post Oak Boulevard, Suite 100
Houston, Texas 77056-4400
Telephone: (713) 296-6642
Facsimile: (713) 296-6477

and with copy to:

Vice President and General Counsel
Apache Corporation

2000 Post Oak Boulevard, Suite 100
Houston, Texas 77056-4400
Telephone: (713) 296-6204
Facsimile: (713) 296-6458

(b) if to the Administrative Agent, to:

JPMorgan Chase Bank

Loan & Agency Services Group
1111 Fannin Street, 10th Floor
Houston, Texas 77002-8069
Attention: Janene English
Telephone: (713) 750-2501
Facsimile: (713) 427-6307

with a copy to:

JPMorgan Chase Bank

600 Travis, 20 CTH 86
Houston, Texas 77002
Attention: Peter Licalzi
Telephone: (713) 216-8870
Facsimile: (713) 216-4117

(c) if to any other Lender, to it at its address (or telecopy
number) provided to the Administrative Agent and Borrower or as set forth in its
Administrative Questionnaire.

Any party hereto may change its address or telecopy number for notices and other

communications hereunder by notice to the other parties hereto. All notices and

other communications given to any party hereto in accordance with the provisions

of this Agreement shall be deemed to have been given on the date of receipt.
SECTION 10.2 Waivers; Amendments.
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(a) No failure or delay by the Administrative Agent or any Lender
in exercising any right or power hereunder shall operate as a waiver thereof,
nor shall any single or partial exercise of any such right or power, or any
abandonment or discontinuance of steps to enforce such a right or power,
preclude any other or further exercise thereof or the exercise of any other
right or power. The rights and remedies of the Administrative Agent and the
Lenders hereunder are cumulative and are not exclusive of any rights or remedies
that they would otherwise have. No waiver of any provision of this Agreement or
any other Loan Document or consent to any departure by Borrower therefrom shall
in any event be effective except in the specific instance and for the purpose
for which given. Without 1limiting the generality of the foregoing, the making of
a Loan shall not be construed as a waiver of any Default, regardless of whether
the Administrative Agent or any Lender may have had notice or knowledge of such
Default at the time.

(b) Neither this Agreement nor any other Loan Document nor any
provision hereof or thereof may be waived, amended or modified except pursuant
to an agreement or agreements in writing entered into by Borrower and the
Required Lenders or by Borrower and the Administrative Agent with the consent of
the Required Lenders; provided that no such agreement shall (i) increase the
Commitment of any Lender or the Commitments without the written consent of such
Lender or each Lender, respectively, (ii) reduce the principal amount of any
Loan or reduce the rate of interest thereon, or reduce any fees payable
hereunder, without the written consent of each Lender affected thereby, (iii)
postpone the scheduled date of payment of the principal amount of any Loan, or
any interest thereon, or any fees payable hereunder, or reduce the amount of,
waive or excuse any such payment, or postpone the scheduled date of expiration
of any Commitment, without the written consent of each Lender affected thereby,
(iv) change Section 2.17(b) or (c) in a manner that would alter the pro rata
sharing of payments required thereby, without the written consent of each
Lender, or (v) change any of the provisions of this Section or the definition of
"Required Lenders" or any other provision hereof or thereof specifying the
number or percentage of Lenders required to waive, amend or modify any rights
hereunder or thereunder or make any determination or grant any consent hereunder
or thereunder, without the written consent of each Lender; provided further that
no such agreement shall amend, modify or otherwise affect the rights or duties
of the Administrative Agent hereunder or thereunder without the prior written
consent of the Administrative Agent.

SECTION 10.3 Expenses; Indemnity; Damage Waiver.

(a) Borrower shall pay (i) all reasonable out-of-pocket expenses
incurred by the Agents and their Affiliates, including the reasonable fees,
charges and disbursements of counsel for the Agents, in connection with the
syndication of the credit facilities provided for herein, the preparation and
administration of this Agreement or any amendments, modifications or waivers of
the provisions hereof (whether or not the transactions contemplated hereby or
thereby shall be consummated) and (ii) all reasonable out-of-pocket expenses
incurred by the Agents or any Lender, including the fees, charges and
disbursements of any counsel for the Agents or any Lender, in connection with
the enforcement or protection of its rights in connection with this Agreement,
including its rights under this Section, or in connection with the Loans made
hereunder, including all such out-of-pocket expenses incurred during any
workout, restructuring or negotiations in respect of such Loans or this
Agreement.
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(b) Borrower shall indemnify the Agents and each Lender, and each
Related Party of any of the foregoing Persons (each such Person being called an
"Indemnitee") against, and hold each Indemnitee harmless from, any and all
losses, claims, damages, liabilities and related expenses, including the
reasonable fees, charges and disbursements of any counsel for any Indemnitee,
incurred by or asserted against any Indemnitee arising out of, in connection
with, or as a result of (i) the execution or delivery of this Agreement or any
agreement or instrument contemplated hereby, the performance by the parties
hereto of their respective obligations hereunder or the consummation of the
Transactions or any other transactions contemplated hereby, (ii) any Loan or the
actual or proposed use of the proceeds therefrom, (iii) any actual or alleged
presence or release of Hazardous Materials on or from any property owned or
operated by Borrower or any of its Subsidiaries, or any Environmental Liability
related in any way to Borrower or any of its Subsidiaries, or (iv) any actual or
prospective claim, litigation, investigation or proceeding relating to any of
the foregoing, whether based on contract, tort or any other theory and
regardless of whether any Indemnitee is a party thereto; provided that such
indemnity shall not, as to any Indemnitee, be available to the extent that such
losses, claims, damages, liabilities or related expenses (i) resulted from the
gross negligence or willful misconduct of such Indemnitee or (ii) arise in
connection with any issue in litigation commenced by Borrower or any of its
Subsidiaries against any Indemnitee for which a final judgment is entered in
favor of Borrower or any of its Subsidiaries against such Indemnitee.

(c) To the extent that Borrower fails to pay any amount required
to be paid by it to the Administrative Agent under paragraph (a) or (b) of this
Section, each Lender severally agrees to pay to the Administrative Agent, such
Lender's Applicable Percentage (determined as of the time that the applicable
unreimbursed expense or indemnity payment is sought) of such unpaid amount;
provided that the unreimbursed expense or indemnified loss, claim, damage,
liability or related expense, as the case may be, was incurred by or asserted
against the Administrative Agent.

(d) To the extent permitted by applicable law, Borrower shall not
assert, and hereby waives, any claim against any Indemnitee, on any theory of
liability, for special, indirect, consequential or punitive damages (as opposed
to direct or actual damages) arising out of, in connection with, or as a result
of, this Agreement or any agreement or instrument contemplated hereby, the
Transactions or any Loan or the use of the proceeds thereof, except for any such
claim arising from such Indemnitee's gross negligence or willful misconduct.

(e) All amounts due under this Section shall be payable not later
than thirty (30) days after written demand therefor.

SECTION 10.4 Successors and Assigns.

(a) The provisions of this Agreement shall be binding upon and
inure to the benefit of the parties hereto and their respective successors and
assigns permitted hereby, except that Borrower may not assign or otherwise
transfer any of its rights or obligations hereunder without the prior written
consent of each Lender (and any attempted assignment or transfer by Borrower
without such consent shall be null and void). Nothing in this Agreement,
expressed or implied, shall be construed to confer upon any Person (other than
the parties hereto, their respective successors and assigns permitted hereby
and, to the extent expressly contemplated hereby, the

47



Related Parties of each of the Administrative Agent and the Lenders) any legal
or equitable right, remedy or claim under or by reason of this Agreement.

(b) Any Lender may assign to one or more assignees all or a
portion of its rights and obligations under this Agreement (including all or a
portion of its Commitment and the Loans at the time owing to it); provided that
(i) except in the case of an assignment to a Lender or an Affiliate of a Lender,
each of Apache and the Administrative Agent must give their prior written
consent to such assignment (which consent shall not be unreasonably withheld),
(ii) except in the case of an assignment to a Lender or an Affiliate of a Lender
or an assignment of the entire remaining amount of the assigning Lender's
Commitment, the amount of the Commitment of the assigning Lender subject to each
such assignment (determined as of the date the Assignment and Acceptance with
respect to such assignment is delivered to the Administrative Agent) shall be in
increments of $1,000,000 and not less than $10,000,000 unless each of Borrower
and the Administrative Agent otherwise consent, (iii) each partial assignment
shall be made as an assignment of a proportionate part of all the assigning
Lender's rights and obligations under this Agreement, except that this clause
(iii) shall not apply to rights in respect of outstanding Competitive Loans,
(iv) the parties to each assignment shall execute and deliver to the
Administrative Agent an Assignment and Acceptance, together with a processing
and recordation fee of $3,500, and (v) the assignee, if it shall not be a
Lender, shall deliver to the Administrative Agent an Administrative
Questionnaire; and provided further that any consent of Apache otherwise
required under this paragraph shall not be required if an Event of Default under
Section 8.1 has occurred and is continuing. Subject to acceptance and recording
thereof pursuant to paragraph (d) of this Section, from and after the effective
date specified in each Assignment and Acceptance the assignee thereunder shall
be a party hereto and, to the extent of the interest assigned by such Assignment
and Acceptance, have the rights and obligations of a Lender under this
Agreement, and the assigning Lender thereunder shall, to the extent of the
interest assigned by such Assignment and Acceptance, be released from its
obligations under this Agreement (and, in the case of an Assignment and
Acceptance covering all of the assigning Lender's rights and obligations under
this Agreement, such Lender shall cease to be a party hereto but shall continue
to be entitled to the benefits of Sections 2.14, 2.15, 2.16, 2.17, 2.19 and
10.3). Any assignment or transfer by a Lender of rights or obligations under
this Agreement that does not comply with this paragraph shall be treated for
purposes of this Agreement as a sale by such Lender of a participation in such
rights and obligations in accordance with paragraph (e) of this Section.

(c) The Administrative Agent, acting for this purpose as an agent
of Borrower, shall maintain at one of its offices in The City of New York a copy
of each Assignment and Acceptance delivered to it and a register for the
recordation of the names and addresses of the Lenders, and the Commitment of,
and principal amount of the Loans owing to, each Lender pursuant to the terms
hereof from time to time (the "Register"). The entries in the Register shall be
conclusive, and Borrower, the Administrative Agent and the Lenders may treat
each Person whose name is recorded in the Register pursuant to the terms hereof
as a Lender hereunder for all purposes of this Agreement, notwithstanding notice
to the contrary. The Register shall be available for inspection by Borrower and
any Lender, at any reasonable time and from time to time upon reasonable prior
notice.
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(d) Upon its receipt of a duly completed Assignment and Acceptance
executed by an assigning Lender and an assignee, the assignee's completed
Administrative Questionnaire (unless the assignee shall already be a Lender
hereunder), the processing and recordation fee referred to in paragraph (b) of
this Section and any written consent to such assignment required by paragraph
(b) of this Section, the Administrative Agent shall accept such Assignment and
Acceptance and record the information contained therein in the Register and will
provide prompt written notice to Borrower of the effectiveness of such
Assignment. No assignment shall be effective for purposes of this Agreement
unless it has been recorded in the Register as provided in this paragraph.

(e) Any Lender may, without the consent of Borrower or the
Administrative Agent, sell participations to one or more banks or other entities
(a "Participant") in all or a portion of such Lender's rights and obligations
under this Agreement (including all or a portion of its Commitment and the Loans
owing to it); provided that (i) such Lender's obligations under this Agreement
shall remain unchanged, (ii) such Lender shall remain solely responsible to the
other parties hereto for the performance of such obligations, (iii) Borrower,
the Administrative Agent and the other Lenders shall continue to deal solely and
directly with such Lender in connection with such Lender's rights and
obligations under this Agreement, and (iv) if such Participant is not a Lender
or an Affiliate of a Lender, such Lender shall have given notice to Borrower of
the name of the Participant and the amount of such participation. Any agreement
or instrument pursuant to which a Lender sells such a participation shall
provide that such Lender shall retain the sole right to enforce this Agreement
and to approve any amendment, modification or waiver of any provision of this
Agreement; provided that such agreement or instrument may provide that such
Lender will not, without the consent of the Participant, agree to any amendment,
modification or waiver described in the first proviso to Section 10.2(b) that
affects such Participant. Subject to paragraph (f) of this Section, Borrower
agrees that each Participant shall be entitled to the benefits of Sections 2.14,
2.15 and 2.16 to the same extent as if it were a Lender and had acquired its
interest by assignment pursuant to paragraph (b) of this Section. To the extent
permitted by law, each Participant also shall be entitled to the benefits of
Section 10.8 as though it were a Lender, provided such Participant agrees to be
subject to Section 2.17(c) as though it were a Lender.

(f) A Participant shall not be entitled to receive any greater
payment under Section 2.14, 2.15 or 2.16 than the applicable Lender would have
been entitled to receive with respect to the participation sold to such
Participant, unless Borrower shall expressly agree otherwise in writing. A
Participant that would be a Foreign Lender if it were a Lender shall not be
entitled to the benefits of Section 2.16 unless Borrower is notified of the
participation sold to such Participant and such Participant agrees, for the
benefit of Borrower, to comply with Section 2.16(e) as though it were a Lender.

(9) Any Lender may at any time pledge or assign a security
interest in all or any portion of its rights under this Agreement to secure
obligations of such Lender to a Federal Reserve Bank or, in the case of a Lender
organized in a jurisdiction outside of the United States, a comparable Person,
and this Section shall not apply to any such pledge or assignment of a security
interest; provided that no such pledge or assignment of a security interest
shall release a Lender from any of its obligations hereunder or substitute any
such pledgee or assignee for such Lender as a party hereto.
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SECTION 10.5 Survival. All covenants, agreements, representations and
warranties made by Borrower herein and in the certificates or other instruments
delivered in connection with or pursuant to this Agreement shall be considered
to have been relied upon by the other parties hereto and shall survive the
execution and delivery of this Agreement and the making of any Loans, regardless
of any investigation made by any such other party or on its behalf and
notwithstanding that the Administrative Agent or any Lender may have had notice
or knowledge of any Default or incorrect representation or warranty at the time
any credit is extended hereunder, and shall continue in full force and effect as
long as the principal of or any accrued interest on any Loan or any fee or any
other amount payable under this Agreement is outstanding and unpaid and so long
as the Commitments have not expired or terminated. The provisions of Sections
2.14, 2.15, 2.16, 2.17, 2.19 and 10.3 and Article IX shall survive and remain in
full force and effect regardless of the consummation of the transactions
contemplated hereby, the repayment of the Loans, the expiration or termination
of the Commitments or the termination of this Agreement or any provision hereof.

SECTION 10.6 Counterparts; Integration; Effectiveness. This Agreement
may be executed in counterparts (and by different parties hereto on different
counterparts), each of which shall constitute an original, but all of which when
taken together shall constitute a single contract. This Agreement and any
separate letter agreements with respect to fees payable to the Administrative
Agent constitute the entire contract among the parties relating to the subject
matter hereof and supersede any and all previous agreements and understandings,
oral or written, relating to the subject matter hereof. Except as provided in
Section 4.1, this Agreement shall become effective when it shall have been
executed by the Administrative Agent and when the Administrative Agent shall
have received counterparts hereof which, when taken together, bear the
signatures of each of the other parties hereto, and thereafter shall be binding
upon and inure to the benefit of the parties hereto and their respective
successors and assigns. Delivery of an executed counterpart of a signature page
of this Agreement by telecopy shall be effective as delivery of a manually
executed counterpart of this Agreement.

SECTION 10.7 Severability. Any provision of this Agreement held to be
invalid, illegal or unenforceable in any jurisdiction shall, as to such
jurisdiction, be ineffective to the extent of such invalidity, illegality or
unenforceability without affecting the validity, legality and enforceability of
the remaining provisions hereof; and the invalidity of a particular provision in
a particular jurisdiction shall not invalidate such provision in any other
jurisdiction.

SECTION 10.8 Right of Setoff. If an Event of Default shall have
occurred and be continuing and the Obligations of Borrower shall have been
accelerated, each Lender and each of its Affiliates is hereby authorized at any
time and from time to time, to the fullest extent permitted by law, to set off
and apply any and all deposits (general or special, time or demand, provisional
or final) at any time held and other obligations at any time owing by such
Lender or Affiliate to or for the credit or the account of any Borrower against
any of and all the obligations of each Borrower now or hereafter existing under
this Agreement held by such Lender, irrespective of whether or not such Lender
shall have made any demand under this Agreement and although such obligations
may be unmatured. The rights of each Lender under this Section are in addition
to other rights and remedies (including other rights of setoff) which such
Lender may have.
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SECTION 10.9 GOVERNING LAW; JURISDICTION; CONSENT TO SERVICE OF
PROCESS.

(a) THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS SHALL BE CONSTRUED
IN ACCORDANCE WITH AND GOVERNED BY THE LAW OF THE STATE OF NEW YORK.

(b) BORROWER HEREBY IRREVOCABLY AND UNCONDITIONALLY SUBMITS, FOR
ITSELF AND ITS PROPERTY, TO THE NONEXCLUSIVE JURISDICTION OF THE SUPREME COURT
OF THE STATE OF NEW YORK SITTING IN NEW YORK COUNTY AND OF THE UNITED STATES
DISTRICT COURT OF THE SOUTHERN DISTRICT OF NEW YORK, AND ANY APPELLATE COURT
FROM ANY THEREOF, IN ANY ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
AGREEMENT, OR FOR RECOGNITION OR ENFORCEMENT OF ANY JUDGMENT, AND EACH OF THE
PARTIES HERETO HEREBY IRREVOCABLY AND UNCONDITIONALLY AGREES THAT ALL CLAIMS IN
RESPECT OF ANY SUCH ACTION OR PROCEEDING MAY BE HEARD AND DETERMINED IN SUCH NEW
YORK STATE OR, TO THE EXTENT PERMITTED BY LAW, IN SUCH FEDERAL COURT. EACH OF
THE PARTIES HERETO AGREES THAT A FINAL JUDGMENT IN ANY SUCH ACTION OR PROCEEDING
SHALL BE CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT ON THE
JUDGMENT OR IN ANY OTHER MANNER PROVIDED BY LAW. NOTHING IN THIS AGREEMENT SHALL
AFFECT ANY RIGHT THAT THE AGENTS OR ANY LENDER MAY OTHERWISE HAVE TO BRING ANY
ACTION OR PROCEEDING RELATING TO THIS AGREEMENT AGAINST BORROWER OR ITS
PROPERTIES IN THE COURTS OF ANY JURISDICTION.

(c) BORROWER HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES, TO THE
FULLEST EXTENT IT MAY LEGALLY AND EFFECTIVELY DO SO, ANY OBJECTION WHICH IT MAY
NOW OR HEREAFTER HAVE TO THE LAYING OF VENUE OF ANY SUIT, ACTION OR PROCEEDING
ARISING OUT OF OR RELATING TO THIS AGREEMENT IN ANY COURT REFERRED TO IN THE
FIRST SENTENCE OF PARAGRAPH (b) OF THIS SECTION. EACH OF THE PARTIES HERETO
HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW, THE DEFENSE
OF AN INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH ACTION OR PROCEEDING IN ANY
SUCH COURT.

(d) EACH PARTY TO THIS AGREEMENT IRREVOCABLY CONSENTS TO SERVICE
OF PROCESS BY REGISTERED MAIL, POSTAGE PREPAID, OR BY PERSONAL SERVICE WITHIN OR
WITHOUT THE STATE OF NEW YORK. NOTHING IN THIS AGREEMENT WILL AFFECT THE RIGHT
OF ANY PARTY TO THIS AGREEMENT TO SERVE PROCESS IN ANY OTHER MANNER PERMITTED BY
LAW.

SECTION 10.10 Headings. Article and Section headings and the Table of
Contents used herein are for convenience of reference only, are not part of this
Agreement and shall not affect the construction of, or be taken into
consideration in interpreting, this Agreement.

51



SECTION 10.11 Confidentiality. Each of the Agents and the Lenders
agrees to maintain the confidentiality of the Information (as defined below),
except that Information may be disclosed (a) to its and its Affiliates'
directors, officers, employees and agents, including accountants, legal counsel
and other advisors (it being understood that the Persons to whom such disclosure
is made will be informed of the confidential nature of such Information and
instructed to keep such Information confidential), (b) to the extent requested
by any regulatory or self-regulatory authority, (c) to the extent required by
applicable laws or regulations or by any subpoena or similar legal process, (d)
to any other party to this Agreement, (e) in connection with the exercise of any
remedies hereunder or any suit, action or proceeding relating to this Agreement
or the enforcement of rights hereunder, (f) subject to an agreement containing
provisions substantially the same as those of this Section, to any assignee of
or Participant in, or any prospective assignee of or Participant in, any of its
rights or obligations under this Agreement, (g) with the consent of Borrower or
(h) to the extent such Information (A) becomes publicly available other than as
a result of a breach of this Section by any Person or (B) becomes available to
any Agent or any Lender on a nonconfidential basis from a source other than
Borrower or any Person obligated to maintain the confidentiality of such
Information. Prior to disclosing any Information under clause (c) above, the
Agent or Lender required or asked to make such disclosure shall make a good
faith effort to give Borrower prior notice of such proposed disclosure to permit
Borrower to attempt to obtain a protective order or other appropriate injunctive
relief. For the purposes of this Section, "Information" means all information
received from Borrower relating to Borrower or its business, other than any
publicly available information and such information that is available to any
Agent or any Lender on a nonconfidential basis prior to disclosure by Borrower;
provided that, in the case of information received from Borrower after the date
hereof, such information is clearly identified at the time of delivery as
confidential. Any Person required to maintain the confidentiality of Information
as provided in this Section shall be considered to have complied with its
obligation to do so if such Person has exercised the same degree of care to
maintain the confidentiality of such Information as such Person would accord to
its own confidential information.

SECTION 10.12 Interest Rate Limitation. It is the intention of the
parties hereto to conform strictly to applicable interest, usury and criminal
laws and, anything herein to the contrary notwithstanding, the obligations of
Borrower to a Lender or any Agent under this Agreement shall be subject to the
limitation that payments of interest shall not be required to the extent that
receipt thereof would be contrary to provisions of law applicable to such Lender
or Agent limiting rates of interest which may be charged or collected by such
Lender or Agent. Accordingly, if the transactions contemplated hereby would be
illegal, unenforceable, usurious or criminal under laws applicable to a Lender
or Agent (including the laws of any jurisdiction whose laws may be mandatorily
applicable to such Lender or Agent notwithstanding anything to the contrary in
this Agreement or any other Loan Document but subject to Section 2.12 hereof)
then, in that event, notwithstanding anything to the contrary in this Agreement
or any other Loan Document, it is agreed as follows:

(1) the provisions of this Section shall govern and
control;

(i1) the aggregate of all consideration which constitutes
interest under applicable law that is contracted for, taken, reserved,
charged or received under this Agreement, or under any of the other
aforesaid agreements or otherwise in connection
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with this Agreement by such Lender or Agent shall under no
circumstances exceed the maximum amount of interest allowed by
applicable law (such maximum lawful interest rate, if any, with respect
to each Lender and the Agent herein called the "Highest Lawful Rate"),
and any excess shall be cancelled automatically and if theretofore paid
shall be credited to Borrower by such Lender or Agent (or, if such
consideration shall have been paid in full, such excess refunded to
Borrower);

(iii) all sums paid, or agreed to be paid, to such Lender
or Agent for the use, forbearance and detention of the indebtedness of
Borrower to such Lender or Agent hereunder or under any Loan Document
shall, to the extent permitted by laws applicable to such Lender or
Agent, as the case may be, be amortized, prorated, allocated and spread
throughout the full term of such indebtedness until payment in full so
that the actual rate of interest is uniform throughout the full term
thereof;

(iv) if at any time the interest provided pursuant to this
Section or any other clause of this Agreement or any other Loan
Document, together with any other fees or compensation payable pursuant
to this Agreement or any other Loan Document and deemed interest under
laws applicable to such Lender or Agent, exceeds that amount which
would have accrued at the Highest Lawful Rate, the amount of interest
and any such fees or compensation to accrue to such Lender or Agent
pursuant to this Agreement shall be limited, notwithstanding anything
to the contrary in this Agreement or any other Loan Document, to that
amount which would have accrued at the Highest Lawful Rate, but any
subsequent reductions, as applicable, shall not reduce the interest to
accrue to such Lender or Agent pursuant to this Agreement below the
Highest Lawful Rate until the total amount of interest accrued pursuant
to this Agreement or such other Loan Document, as the case may be, and
such fees or compensation deemed to be interest equals the amount of
interest which would have accrued to such Lender or Agent if a varying
rate per annum equal to the interest provided pursuant to any other
relevant Section hereof (other than this Section), as applicable, had
at all times been in effect, plus the amount of fees which would have
been received but for the effect of this Section; and

(v) with the intent that the rate of interest herein
shall at all times be lawful, and if the receipt of any funds owing
hereunder or under any other agreement related hereto (including any of
the other Loan Documents) by such Lender or Agent would cause such
Lender to charge Borrower a criminal rate of interest, the Lenders and
the Agents agree that they will not require the payment or receipt
thereof or a portion thereof which would cause a criminal rate of
interest to be charged by such Lender or Agent, as applicable, and if
received such affected Lender or Agent will return such funds to
Borrower so that the rate of interest paid by Borrower shall not exceed
a criminal rate of interest from the date this Agreement was entered
into.

SECTION 10.13 Joint and Several Obligations. Each Borrower has

determined that it is in its best interest and in pursuance of its legitimate
business purposes to induce the Lenders to extend credit to the Borrowers
pursuant to this Agreement. Each Borrower acknowledges and represents that the
availability of the Commitments to each of the Borrowers benefits each Borrower
individually and that the Loans made will be for and inure to the benefit of
each of the Borrowers individually and as a group. Accordingly, each Borrower
shall be jointly and
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severally liable (as a principal and not as a surety, guarantor or other
accommodation party) for each and every representation, warranty, covenant and
obligation to be performed by the Borrowers under this Agreement and the other
Loan Documents, and each Borrower acknowledges that in extending the credit
provided herein the Agent and the Lenders are relying upon the fact that the
Obligations of each Borrower hereunder are the joint and several obligations of
a principal. The invalidity, unenforceability or illegality of this Agreement or
any other Loan Document as to one Borrower or the release by the Agent or the
Lenders of a Borrower hereunder or thereunder shall not affect the Obligations
of the other Borrowers under this Agreement or the other Loan Documents, all of
which shall otherwise remain valid and legally binding obligations of the other
Borrowers.

SECTION 10.14 USA PATRIOT Act Notice. Each Lender that is subject to
the Act (as hereinafter defined) and the Administrative Agent (for itself and
not on behalf of any Lender) hereby notifies each Borrower that pursuant to the
requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into
law October 26, 2001)) (the "Act"), it is required to obtain, verify and record
information that identifies each Borrower, which information includes the name
and address of each Borrower and other information that will allow such Lender
or the Administrative Agent, as applicable, to identify each Borrower in
accordance with the Act.

SECTION 10.15 NO ORAL AGREEMENTS. THIS WRITTEN AGREEMENT AND THE OTHER
LOAN DOCUMENTS REPRESENT THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE
CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT ORAL
AGREEMENTS OF THE PARTIES. THERE ARE NO UNWRITTEN ORAL AGREEMENTS AMONG THE
PARTIES.

[SIGNATURES BEGIN ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
duly executed by their respective authorized officers as of the day and year
first above written.

APACHE CORPORATION
By:

Name: Matthew W. Dundrea
Title: Vice President and Treasurer

[SIGNATURE PAGE TO FIVE-YEAR CREDIT AGREEMENT]
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JPMORGAN CHASE BANK, as Administrative
Agent and as Lender

By:

Name:
Title:

CITIBANK, N.A., as a Co-Syndication Agent
and as Lender

By:
Name:
Title:

BANK OF AMERICA, N.A., as a Co-Syndication
Agent and as Lender

By:

Name:
Title:

BARCLAYS BANK PLC, as a Co-Documentation
Agent and as Lender

By:

Name:
Title:

UBS LOAN FINANCE LLC, as a Co-Documentation
Agent and as Lender

By:

Name:
Title:

By:

Name:
Title:

[SIGNATURE PAGE TO FIVE-YEAR CREDIT AGREEMENT]
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HARRIS NESBITT FINANCING, INC., as Lender

By:

Name:
Title:

BNP PARIBAS, as Lender

By:
Name:
Title:

By:

Name:
Title:

CREDIT SUISSE FIRST BOSTON, as Lender

By:

Name:
Title:

DEUTSCHE BANK AG NEW YORK BRANCH, as Lender

By:

Name:
Title:

By:
Name:
Title:

MORGAN STANLEY BANK, as Lender

By:
Name:
Title:

[SIGNATURE PAGE TO FIVE-YEAR CREDIT AGREEMENT]
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ROYAL BANK OF CANADA, as Lender

By:

Name:
Title:

ABN AMRO BANK N.V., as Lender

By:
Name:
Title:

By:

Name:
Title:

BAYERISCHE LANDESBANK, CAYMAN ISLANDS
BRANCH, as Lender

By:

Name:
Title:

By:

Name:
Title:

THE ROYAL BANK OF SCOTLAND PLC, as Lender

By:

Name:
Title:

By:

Name:
Title:

[SIGNATURE PAGE TO FIVE-YEAR CREDIT AGREEMENT]
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SOCIETE GENERALE, as Lender

By:

Name:
Title:

SUMITOMO MITSUI BANKING CORPORATION,
as Lender

By:

Name:
Title:

TORONTO DOMINION (TEXAS), INC., as Lender

By:

Name:
Title:

UNION BANK OF CALIFORNIA, N.A., as Lender

By:

Name:
Title:

By:

Name:
Title:

WACHOVIA BANK, NATIONAL ASSOCIATION,
as Lender

By:

Name:
Title:

[SIGNATURE PAGE TO FIVE-YEAR CREDIT AGREEMENT]
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CALYON NEW YORK BRANCH, as Lender

By:

Name:
Title:

By:

Name:
Title:

THE BANK OF NEW YORK, as Lender

By:

Name:
Title:

WELLS FARGO BANK, NA, as Lender

By:

Name:
Title:

SOUTHWEST BANK OF TEXAS, N.A., as Lender

By:

Name:
Title:

NATIONAL BANK OF EGYPT, NEW YORK BRANCH,
as Lender

By:
Name:
Title:

By:

Name:
Title:

[SIGNATURE PAGE TO FIVE-YEAR CREDIT AGREEMENT]
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EXHIBIT 10.2
FIRST AMENDMENT TO COMBINED CREDIT AGREEMENTS

THIS FIRST AMENDMENT TO COMBINED CREDIT AGREEMENTS, dated and effective as
of May 28, 2004 (the "Amendment"), among Apache Corporation, a Delaware
corporation (the "U.S. Borrower"), Apache Energy Limited (ACN 009 301 964), a
corporation organized under the laws of the State of Western Australia,
Australia (the "Australian Borrower"), Apache Canada Ltd., a corporation
organized under the laws of the province of Alberta (the "Canadian Borrower"),
each of the lenders that is a signatory to the U.S. Credit Agreement (as herein
defined) (the "U.S. Lenders"), each of the lenders that is a signatory to the
Australian Credit Agreement (as herein defined) (the "Australian Lenders"), each
of the lenders that is a signatory to the Canadian Credit Agreement (as herein
defined) (the "Canadian Lenders", and together with the U.S. Lenders and the
Australian Lenders, the "Combined Lenders"), JPMorgan Chase Bank, as Global
Administrative Agent (in such capacity, together with its successors in such
capacity, the "Global Administrative Agent"), Bank of America, N.A., as Global
Syndication Agent, Citibank, N.A., as Global Documentation Agent, and such other
agents as are party to the Combined Credit Agreements (as herein defined).

WITNESSETH:

1. The U.S. Borrower, the Global Administrative Agent, the Global
Syndication Agent, the Global Documentation Agent, the other agents party
thereto, and the U.S. Lenders are parties to that certain Credit Agreement,
dated as of June 3, 2002 (the "U.S. Credit Agreement"), pursuant to which the
U.S. Lenders agreed to make loans to and extensions of credit on behalf of the
U.S. Borrower.

2. The Australian Borrower, the Global Administrative Agent, the Global
Syndication Agent, the Global Documentation Agent, the other agents party
thereto, and the Australian Lenders are parties to that certain Credit
Agreement, dated as of June 3, 2002 (the "Australian Credit Agreement"),
pursuant to which the Australian Lenders agreed to make loans to and extensions
of credit on behalf of the Australian Borrower.

3. The Canadian Borrower, the Global Administrative Agent, the Global
Syndication Agent, the Global Documentation Agent, the other agents party
thereto, and the Canadian Lenders are parties to that certain Credit Agreement,
dated as of June 3, 2002 (the "Canadian Credit Agreement" and, together with the
U.S. Credit Agreement and the Australian Credit Agreement, the "Combined Credit
Agreements"), pursuant to which the Canadian Lenders agreed to make loans to and
extensions of credit on behalf of the Canadian Borrower.

4, The 364-Day Credit Agreement, dated as of June 3, 2002 (which
previously was one of the Combined Credit Agreements) has terminated pursuant to
its terms.

5. The U.S. Borrower, the Australian Borrower and the Canadian Borrower
have requested various amendments to the Combined Credit Agreement as set forth
herein.

6. Subject to the terms and conditions of this Amendment, the parties
hereto are willing to enter into this Amendment.



NOW, THEREFORE, in consideration of the premises and the mutual agreements
herein contained, the parties hereto agree as follows:

SECTION 1. Defined Terms. All capitalized terms used but not otherwise
defined herein shall have the meanings given in the U.S. Credit Agreement, as
amended by this Amendment.

SECTION 2. Amendments to U.S. Credit Agreement.

a. The definitions of "Combined Credit Agreements", "Combined Lenders",
"Combined Loan Documents" and "Combined Loans" set forth in Section 1.1 of the
U.S. Credit Agreement hereby are amended in their entirety to read as follows:

" "Combined Credit Agreements" means this Agreement, the Australian
Credit Agreement and the Canadian Credit Agreement.

"Combined Lenders" means the Lenders hereunder, the Australian
Lenders and the Canadian Lenders.

"Combined Loan Documents" means the Loan Documents, the Australian
Loan Documents and the Canadian Loan Documents.

"Combined Loans" means the loans made by the Combined Lenders to
Borrower, Australian Borrower and Canadian Borrower pursuant to the
Combined Loan Documents."

b. The definition of "Combined Commitments" set forth in Section 1.1 of
the U.S. Credit Agreement hereby is amended by deleting the parenthetical "(as
defined in this Agreement, the Canadian Credit Agreement and the 364-Day Credit
Agreement)" and replacing such parenthetical with "(as defined in this Agreement
and the Canadian Credit Agreement)".

C. The definition of "364-Day Borrower", "364-Day Credit Agreement",
"364-Day Lenders" and "364-Day Loan Documents" set forth in Section 1.1 of the
U.S. Credit Agreement hereby are deleted in their entirety.

d. Section 1.1 of the U.S. Credit Agreement hereby is amended by
inserting the following definition of "Consolidated Assets" in appropriate
alphabetical order:

" "Consolidated Assets" means the total assets of the Borrower and
its subsidiaries which would be shown as assets on a consolidated balance
sheet of Borrower and its subsidiaries prepared in accordance with GAAP."

e. Section 3.4 of the U.S. Credit Agreement hereby is amended by
deleting the reference to "$25,000,000" and replacing such reference with
"$100, 000, 000" .

f. Section 4.1(h) of the U.S. Credit Agreement hereby is amended in its
entirety to read as follows:



" (h) Other Combined Credit Agreements. The Global Administrative
Agent shall have received copies of the executed (i) Australian Credit
Agreement and the other Australian Loan Documents and (ii) Canadian Credit
Agreement and the other Canadian Loan Documents."

g. Section 5.1(f) of the U.S. Credit Agreement hereby is amended by
deleting the reference to "$25,000,000" and replacing such reference with
"$100, 000, 000" .

h. Section 5.6 of the U.S. Credit Agreement hereby is amended in its
entirety to read as follows:

" SECTION 5.6 [Intentionally omitted]."

i. Section 6.1 of the U.S. Credit Agreement hereby is amended in its
entirety to read as follows:

" SECTION 6.1 [Intentionally omitted]."

j. Section 7.1(xiv) of the U.S. Credit Agreement hereby is amended in
its entirety to read as follows:

" (xiv) in addition to Liens permitted by clauses (i) through (xiii)
above, Liens on property or assets of the Borrower and its Subsidiaries if
the aggregate Indebtedness of all such Persons secured thereby does not
exceed five percent (5%) of Borrower's Consolidated Assets; provided that
nothing in this definition shall in and of itself constitute or be deemed
to constitute an agreement or acknowledgment by the Administrative Agent
or any Lender that the Indebtedness subject to or secured by any such Lien
ranks (apart from the effect of any Lien included in or inherent in any
such Liens) in priority to the Obligations."

k. Sections 8.1(e), (f) and (h) of the U.S. Credit Agreement hereby are
amended by deleting each reference to "$25,000,000" and replacing such
references with "$100,000,000".

1. Section 8.1(j) of the U.S. Credit Agreement hereby is amended in its
entirety to read as follows:

" (j) Event of Default under other Combined Loan Documents. Any
"Event of Default" as defined in the Australian Loan Documents or the
Canadian Loan Documents shall occur; provided that the occurrence of a
"Default" as defined in the Australian Loan Documents or the Canadian Loan
Documents shall constitute a Default under this Agreement; provided
further that if such "Default" is cured or waived under the Australian
Loan Documents or the Canadian Loan Documents, as applicable, then such
"Default" shall no longer constitute a Default under this Agreement."
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SECTION 3. Amendments to Australian Credit Agreement.

a. The definitions of "Combined Credit Agreements", "Combined Lenders",
"Combined Loan Documents" and "Combined Loans" set forth in Section 1.1 of the
Australian Credit Agreement hereby are amended in their entirety to read as
follows:

" "Combined Credit Agreements" means this Agreement, the U.S. Credit
Agreement and the Canadian Credit Agreement.

"Combined Lenders" means the Lenders hereunder, the U.S. Lenders and
the Canadian Lenders.

"Combined Loan Documents" means the Loan Documents, the U.S. Loan
Documents and the Canadian Loan Documents.

"Combined Loans" means the loans made by the Combined Lenders to
Borrower, U.S. Borrower and Canadian Borrower pursuant to the Combined
Loan Documents."

b. The definition of "Combined Commitments" set forth in Section 1.1 of
the Australian Credit Agreement hereby is amended by deleting the parenthetical
"(as defined in the U.S. Credit Agreement, the Canadian Credit Agreement and the
364-Day Credit Agreement)" and replacing such parenthetical with "(as defined in
the U.S. Credit Agreement and the Canadian Credit Agreement)".

c. The definition of "364-Day Borrower", "364-Day Credit Agreement",
"364-Day Lenders" and "364-Day Loan Documents" set forth in Section 1.1 of the
Australian Credit Agreement hereby are deleted in their entirety.

d. Section 1.1 of the Australian Credit Agreement hereby is amended by
inserting the following definition of "Consolidated Assets" in appropriate
alphabetical order:

" "Consolidated Assets" means the total assets of the Parent and its
subsidiaries which would be shown as assets on a consolidated balance
sheet of Parent and its subsidiaries prepared in accordance with GAAP."

e. Section 3.4 of the Australian Credit Agreement hereby is amended by
deleting the reference to "$25,000,000" and replacing such reference with
"$100, 000, 000" .

f. Section 4.1(h) of the Australian Credit Agreement hereby is amended
in its entirety to read as follows:

" (h) Other Combined Credit Agreements. The Australian
Administrative Agent shall have received copies of the executed (i) U.S.
Credit Agreement and the other U.S. Loan Documents and (ii) Canadian
Credit Agreement and the other Canadian Loan Documents."

g. Section 5.6 of the Australian Credit Agreement hereby is amended in
its entirety to read as follows:



" SECTION 5.6 [Intentionally omitted]."

h. Section 6.1 of the Australian Credit Agreement hereby is amended in
its entirety to read as follows:

" SECTION 6.1 [Intentionally omitted]."

i. Section 7.1(xiv) of the Australian Credit Agreement hereby is
amended in its entirety to read as follows:

" (xiv) in addition to Liens permitted by clauses (i) through (xiii)
above, Liens on property or assets of Parent, Borrower and any of their
Subsidiaries if the aggregate Indebtedness of all such Persons secured
thereby does not exceed five percent (5%) of Parent's Consolidated Assets;
provided that nothing in this definition shall in and of itself constitute
or be deemed to constitute an agreement or acknowledgment by the
Administrative Agent or any Lender that the Indebtedness subject to or
secured by any such Lien ranks (apart from the effect of any Lien included
in or inherent in any such Liens) in priority to the Obligations."

j. Sections 8.1(e), (h) and (k) of the Australian Credit Agreement
hereby are amended by deleting each reference to "$25,000,000" and replacing
such references with "$100,000,000".

k. Section 8.1(j) of the Australian Credit Agreement hereby is amended
in its entirety to read as follows:

" (j) Event of Default under other Combined Loan Documents. Any
"Event of Default" as defined in the U.S. Loan Documents or the Canadian
Loan Documents shall occur; provided that the occurrence of a "Default" as
defined in the U.S. Loan Documents or the Canadian Loan Documents shall
constitute a Default under this Agreement; provided further that if such
"Default" is cured or waived under the U.S. Loan Documents or the Canadian
Loan Documents, as applicable, then such "Default" shall no longer
constitute a Default under this Agreement."

SECTION 4. Amendments to Canadian Credit Agreement.

a. The definitions of "Combined Credit Agreements", "Combined Lenders",
"Combined Loan Documents" and "Combined Loans" set forth in Section 1.1 of the
Canadian Credit Agreement hereby are amended in their entirety to read as
follows:

" "Combined Credit Agreements" means this Agreement, the Australian
Credit Agreement and the U.S. Credit Agreement.

"Combined Lenders" means the Lenders hereunder, the Australian
Lenders and the U.S. Lenders.

"Combined Loan Documents" means the Loan Documents, the Australian
Loan Documents and the U.S. Loan Documents.
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"Combined Loans" means the loans made by the Combined Lenders to
Borrower, U.S. Borrower and Australian Borrower pursuant to the Combined
Loan Documents."

b. The definition of "Combined Commitments" set forth in Section 1.1 of
the Canadian Credit Agreement hereby is amended by deleting the parenthetical
"(as defined in this Agreement, the U.S. Credit Agreement and the 364-Day Credit
Agreement)" and replacing such parenthetical with "(as defined in this Agreement
and the U.S. Credit Agreement)".

c. The definition of "364-Day Borrower", "364-Day Credit Agreement",
"364-Day Lenders" and "364-Day Loan Documents" set forth in Section 1.1 of the
Canadian Credit Agreement hereby are deleted in their entirety.

d. Section 1.1 of the Canadian Credit Agreement hereby is amended by
inserting the following definition of "Consolidated Assets" in appropriate
alphabetical order:

" "Consolidated Assets" means the total assets of the Parent and its
subsidiaries which would be shown as assets on a consolidated balance
sheet of Parent and its subsidiaries prepared in accordance with GAAP."

e. Section 3.4 of the Canadian Credit Agreement hereby is amended by
deleting the reference to "$25,000,000" and replacing such reference with
"$100, 000, 000" .

f. Section 4.1(h) of the Canadian Credit Agreement hereby is amended in
its entirety to read as follows:

" (h) Other Combined Credit Agreements. The Canadian Administrative
Agent shall have received copies of the executed (i) U.S. Credit Agreement
and the other U.S. Loan Documents and (ii) Australian Credit Agreement and
the other Australian Loan Documents."

g. Section 5.6 of the Canadian Credit Agreement hereby is amended in
its entirety to read as follows:

" SECTION 5.6 [Intentionally omitted]."

h. Section 6.1 of the Canadian Credit Agreement hereby is amended in
its entirety to read as follows:

" SECTION 6.1 [Intentionally omitted]."

i. Section 7.1(xvii) of the Canadian Credit Agreement hereby is amended
in its entirety to read as follows:

" (xvii) in addition to Liens permitted by clauses (i) through (xvi)
above, Liens on property or assets of Parent, Borrower and any of their
Subsidiaries if the aggregate Indebtedness of all such Persons secured
thereby does not exceed five percent (5%) of Parent's Consolidated Assets;
provided that nothing in this definition shall in and of itself constitute
or be deemed to constitute an agreement
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or acknowledgment by the Administrative Agent or any Lender that the
Indebtedness subject to or secured by any such Lien ranks (apart from the
effect of any Lien included in or inherent in any such Liens) in priority
to the Obligations."

j. Sections 8.1(e) and (h) of the Canadian Credit Agreement hereby are
amended by deleting each reference to "$25,000,000" and replacing such
references with "$100,000,000".

k. Section 8.1(j) of the Canadian Credit Agreement hereby is amended in
its entirety to read as follows:

" (j) Event of Default under other Combined Loan Documents. Any
"Event of Default" as defined in the U.S. Loan Documents or the Australian
Loan Documents shall occur; provided that the occurrence of a "Default" as
defined in the U.S. Loan Documents or the Australian Loan Documents shall
constitute a Default under this Agreement; provided further that if such
"Default" is cured or waived under the U.S. Loan Documents or the
Australian Loan Documents, as applicable, then such "Default" shall no
longer constitute a Default under this Agreement."

SECTION 5. Effectiveness. This Amendment shall become effective as of May
28, 2004 provided that the Global Administrative Agent shall have received
counterparts hereof duly executed by the Borrower, the Global Administrative
Agent, the Australian Administrative Agent, the Canadian Administrative Agent,
the Combined Required Lenders, "Required Lenders" under the U.S. Credit
Agreement, "Required Lenders" under the Canadian Credit Agreement and "Required
Lenders" under the Australian Credit Agreement (or, in the case of any party as
to which an executed counterpart shall not have been received, telegraphic,
telex, or other written confirmation from such party of execution of a
counterpart hereof by such party).

SECTION 6. Reaffirmation of Representations and Warranties. To induce the
Combined Lenders, the Global Administrative Agent, the Australian Administrative
Agent and the Canadian Administrative Agent to enter into this Amendment, the
Borrower hereby reaffirm, as of the date hereof, the following, provided that
each reference to the Combined Credit Agreements below shall be deemed to refer
to such agreements as amended hereby:

(1) The representations and warranties of the U.S. Borrower,
the Australian Borrower and the Canadian Borrower, respectively, set forth
in the Combined Credit Agreements are true and correct on and as of the
date hereof (or, if stated to have been made expressly as of an earlier
date, were true and correct in all material respects as of such date).

(ii) Each of the U.S. Borrower and its Restricted
Subsidiaries, the Australian Borrower and its Restricted Subsidiaries, and
the Canadian Borrower and its Restricted Subsidiaries, respectively, is
duly organized, validly existing and in good standing under the laws of
the jurisdiction of their incorporation or organization and has all
requisite authority, permits and approvals, and is in good standing to
conduct its business in each jurisdiction in which its business is
conducted where the failure to so qualify would have a Material Adverse
Effect.



(iii) The execution, delivery and performance by the U.S.
Borrower, the Australian Borrower and the Canadian Borrower, respectively,
of this Amendment and each other Combined Loan Document executed or to be
executed by it, are within such party's corporate, limited liability
company and/or partnership powers and have been duly authorized by all
necessary corporate, limited liability company and/or partnership action
on behalf of it.

(iv) This Amendment and each other Combined Loan Document
executed or to be executed by it has been duly executed and delivered by
the U.S. Borrower, the Australian Borrower and the Canadian Borrower,
respectively, and constitutes a legal, valid and binding obligation of
such parties enforceable in accordance with their respective terms subject
as to enforcement only to bankruptcy, insolvency, reorganization,
moratorium or other similar laws affecting the enforcement of creditor
rights generally or to general principles of equity.

(v) The execution, delivery and performance by each of the
U.S. Borrower, the Australian Borrower and the Canadian Borrower,
respectively, of this Amendment and each other Combined Loan Document
executed or to be executed by it, do not (a) contravene such party's
articles of incorporation or other organizational documents, as the case
may be, or (b) contravene any material contractual restriction, law or
governmental regulation or court decree or order binding on or affecting
such party or any Subsidiary of such party.

(vi) No Default under the Combined Loan Documents has
occurred and is continuing and the U.S. Borrower is in compliance with the
financial covenants set forth in Article VI of each of the Combined Credit
Agreements.

(vii) No event or events have occurred which individually or
in the aggregate could reasonably be expected to have a Material Adverse
Effect under any of the Combined Credit Agreements.

SECTION 7. Reaffirmation of Combined Credit Agreement. This Amendment
shall be deemed to be an amendment to the U.S. Credit Agreement, the Australian
Credit Agreement and the Canadian Credit Agreement, and the U.S. Credit
Agreement, as amended hereby, the Australian Credit Agreement, as amended
hereby, and the Canadian Credit Agreement, as amended hereby, is hereby
ratified, approved and confirmed in each and every respect. All references to
the U.S. Credit Agreement, the Australian Credit Agreement and the Canadian
Credit Agreement herein and in any other document, instrument, agreement or
writing shall hereafter be deemed to refer to the U.S. Credit Agreement, as
amended hereby, the Australian Credit Agreement, as amended hereby, and the
Canadian Credit Agreement, as amended hereby, respectively.

SECTION 8. Reaffirmation of Guaranties. The U.S. Borrower hereby ratifies,
approves and confirms in each and every respect (i) that certain "Guaranty" (as
defined in the Australian Credit Agreement) (the "Australian Guaranty") and (ii)
that certain "Guaranty" (as defined in the Canadian Credit Agreement) (the
"Canadian Guaranty"), and agree and acknowledge that the
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terms, conditions and provisions of the Australian Guaranty and the Canadian
Guaranty, respectively, shall be and remain in full force and effect.

SECTION 9. Governing Law. THIS AMENDMENT SHALL BE CONSTRUED IN ACCORDANCE
WITH THE LAWS OF THE STATE OF NEW YORK.

SECTION 10. Severability of Provisions. Any provision of this Amendment
held to be invalid, illegal or unenforceable in any jurisdiction shall, as to
such jurisdiction, be ineffective to the extent of such invalidity, illegality
or unenforceability without affecting the validity, legality and enforceability
of the remaining provisions hereof; and the invalidity of a particular provision
in a particular jurisdiction shall not invalidate such provision in any other
jurisdiction.

SECTION 11. Counterparts. This Amendment may be executed in counterparts
(and by different parties hereto on different counterparts), each of which shall
constitute an original, but all of which when taken together shall constitute a
single contract.

SECTION 12. Headings. Article and section headings used herein are for
convenience of reference only, are not part of this Amendment and shall not
affect the construction of, or be taken into consideration in interpreting, this
Amendment.

SECTION 13. Successors and Assigns. The provisions of this Amendment shall
be binding upon and inure to the benefit of the parties hereto and their
respective successors and assigns permitted under the terms of the various
Combined Loan Documents.

SECTION 14. No Oral Agreements. THIS AMENDMENT, THE COMBINED CREDIT
AGREEMENTS, AS AMENDED HEREBY, AND THE OTHER COMBINED LOAN DOCUMENTS REPRESENT
THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY EVIDENCE
OF PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMENTS OF THE PARTIES.

THERE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES.

[SIGNATURES BEGIN ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Borrower, the Global Administrative Agent, the
Australian Administrative Agent, the Canadian Administrative Agent and the
Combined Lenders have executed this Amendment as of the date first above
written.

U.S. BORROWER

APACHE CORPORATION

By:

Name: Matthew W. Dundrea
Title: Vice President and Treasurer

AUSTRALIAN BORROWER

APACHE ENERGY LIMITED (ACN 009 301 964)

By:

Name: Matthew W. Dundrea
Title: Vice President and Treasurer

CANADIAN BORROWER

APACHE CANADA LTD.

By:

Name: Matthew W. Dundrea
Title: Vice President and Treasurer

[SIGNATURE PAGE TO FIRST AMENDMENT
TO COMBINED CREDIT AGREEMENTS

S-1



GLOBAL AGENTS AND U.S. LENDERS

JPMORGAN CHASE BANK, as Global
Administrative Agent and as a U.S. Lender

By:

BANK OF AMERICA, N.A., as Global
Syndication Agent and as a U.S. Lender

CITIBANK, N.A., as Global
Documentation Agent and as a U.S. Lender

WACHOVIA BANK, NATIONAL
ASSOCIATION, as a U.S. Lender

UNION BANK OF CALIFORNIA, N.A., as a
U.S. Lender

[SIGNATURE PAGE TO FIRST AMENDMENT
TO COMBINED CREDIT AGREEMENTS
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DEUTSCHE BANK AG NEW YORK
BRANCH, as a U.S. Lender

ROYAL BANK OF CANADA, as a U.S. Lender

BNP PARIBAS, as a U.S. Lender

THE BANK OF NOVA SCOTIA, ATLANTA
AGENCY, as a U.S. Lender

BANK ONE, NA (MAIN OFFICE CHICAGO),
as a U.S. Lender

[SIGNATURE PAGE TO FIRST AMENDMENT
TO COMBINED CREDIT AGREEMENTS
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SOCIETE GENERALE, as a U.S. Lender

TORONTO DOMINION (TEXAS), INC., as a
U.S. Lender

BAYERISCHE LANDESBANK, CAYMAN
ISLANDS BRANCH, as a U.S. Lender

THE ROYAL BANK OF SCOTLAND PLC, as a
U.S. Lender

ABN AMRO BANK N.V., as a U.S. Lender

[SIGNATURE PAGE TO FIRST AMENDMENT
TO COMBINED CREDIT AGREEMENTS
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CALYON NEW YORK BRANCH, successor to
Credit Lyonnais, New York Branch, as a U.S.
Lender

SUMITOMO MITSUI BANKING
CORPORATION, as a U.S. Lender

WELLS FARGO BANK, NA, successor by
merger to Wells Fargo Bank Texas, N.A., as a U.S.
Lender

SOUTHWEST BANK OF TEXAS, N.A., as a U.S. Lender

THE BANK OF NEW YORK, as a U.S. Lender

[SIGNATURE PAGE TO FIRST AMENDMENT
TO COMBINED CREDIT AGREEMENTS
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KBC BANK, N.V., NEW YORK BRANCH, as a
U.S. Lender

ING CAPITAL LLC, as a U.S. Lender

MERRILL LYNCH BANK USA, as a U.S.
Lender

MIZUHO CORPORATE BANK, LIMITED, as
a U.S. Lender

BANCA NAZIONALE DEL LAVORO S.P.A.,
NEW YORK BRANCH, as a U.S. Lender

[SIGNATURE PAGE TO FIRST AMENDMENT
TO COMBINED CREDIT AGREEMENTS
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AUSTRALIAN AGENTS AND LENDERS:

CITISECURITIES LIMITED (ABN 51 008 489
610), as Australian Administrative Agent

By:

BANK OF AMERICA, N.A., SYDNEY
BRANCH (ARBN 064 874 531), as an Australian Co-
Syndication Agent and as an Australian Lender

DEUTSCHE BANK AG, SYDNEY BRANCH
(ABN 13 064 165 162), as an Australian Co-
Syndication Agent and as an Australian Lender

ROYAL BANK OF CANADA (ABN 86 076 940
880), as an Australian Co-Documentation Agent
and as an Australian Lender

[SIGNATURE PAGE TO FIRST AMENDMENT
TO COMBINED CREDIT AGREEMENTS
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BANK ONE, NA, AUSTRALIA BRANCH
(ARBN 065 752 918), as an Australian Co-
Documentation Agent and as an Australian Lende

CITIBANK, N.A. (ARBN 072 814 058), as an
Australian Lender

JPMORGAN CHASE BANK (ARBN 074 112
011), as an Australian Lender

[SIGNATURE PAGE TO FIRST AMENDMENT
TO COMBINED CREDIT AGREEMENTS
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CANADIAN AGENTS AND LENDERS:

ROYAL BANK OF CANADA, as Canadian
Administrative Agent and as a Canadian Lender

THE BANK OF NOVA SCOTIA, as a Canadian
Co-Syndication Agent and as a Canadian Lender

THE TORONTO-DOMINION BANK, as a
Canadian Co-Syndication Agent and as a Canadian
Lender

BNP PARIBAS (CANADA), as a Canadian
Co-Documentation Agent and as a Canadian Lender

[SIGNATURE PAGE TO FIRST AMENDMENT
TO COMBINED CREDIT AGREEMENTS
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BAYERISCHE LANDESBANK
GIROZENTRALE, as a Canadian Co-
Documentation Agent and as a Canadian Lender

JPMORGAN CHASE BANK, TORONTO
BRANCH, as a Canadian Lender

[SIGNATURE PAGE TO FIRST AMENDMENT
TO COMBINED CREDIT AGREEMENTS

S-10



EXHIBIT 12.

APACHE CORPORATION
STATEMENT OF COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES AND
COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS
(IN THOUSANDS)

EARNINGS
Pretax income from continuing operations before preferred interests of
subsidiaries ... . i e e e
Add: Fixed charges excluding capitalized interest and preferred interest
requirements of consolidated subsidiaries ..............cciiiunnnn

AdJusted EarnNingS ... u ittt s
FIXED CHARGES AND PREFERRED STOCK DIVIDENDS
Interest expense including capitalized interest (1) ..........vvvvvnnn
Amortization of debt eXpense . ....... . s
Interest component of lease rental expenditures (2) ........ovviiiennn
Preferred interest requirements of consolidated subsidiaries (3) .....
Fixed Charges vttt ittt s
Preferred stock dividend requirements (4) .......iiiiiiiiriinenenennnns
Combined Fixed Charges and Preferred Stock Dividends .................

Ratio of Earnings to Fixed Charges .............iuiiiiiiiinnnnennnns

Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividends

EARNINGS
Pretax income from continuing operations before preferred interests of
SUDSIAIAriesS . .u vt e e e
Add: Fixed charges excluding capitalized interest and preferred interest
requirements of consolidated subsidiaries .............c.ciuiuiuininnnnn

AdJusSted EarN@ingS ...t i it itiiin sttt e
FIXED CHARGES AND PREFERRED STOCK DIVIDENDS
Interest expense including capitalized interest (1) ...........couuunn
Amortization of debt expense .......... ... i i i e
Interest component of lease rental expenditures (2) ............... ...
Preferred interest requirements of consolidated subsidiaries (3) .....
Fixed Charges ... i i i it e i s e
Preferred stock dividend requirements (4) .........o i,
Combined Fixed Charges and Preferred Stock Dividends .................

Ratio of Earnings to Fixed Charges ..........c.oiiiiiniinniinerenrrnnnnnenn

Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividends

(1) The Company does not receive a tax benefit for $5 million of
transaction costs written off to interest expense when the Company
retired its preferred interests of subsidiaries in September 2003.

Given the non-deductibility of the charge, $9 million of pre-tax income

is required to cover the $5 million write-off. Accordingly, interest
expense has been grossed up by $4 million.

(2) Represents the portion of rental expense assumed to be attributable to

interest factors of related rental obligations determined at interest
rates appropriate for the period during which the rental obligations
were incurred. Approximately 32 to 34 percent applies for all periods
presented.

(3) The Company does not receive a tax benefit for a portion of its
preferred interests of consolidated subsidiaries. As a result, these

amounts represent the pre-tax earnings that would be required to cover

preferred interests requirements of consolidated subsidiaries.

(4) The Company does not receive a tax benefit for its preferred stock
dividends. As a result, this amount represents the pre-tax earnings
that would be required to cover its preferred stock dividends.

SIX MONTHS ENDED

JUNE 30,
2004 2003 2003 2002
$1,085,328  $1,000,549 $1,930,925 $ 915,194
62,901 61,785 132,820 128,730
$1,148,220  $1,062,334 $2,063,745 $1,043,924
$ 80,742 $ 79,124 $ 173,045 $ 155,667
1,162 1,067 2,163 1,859
7,355 5,444 14,458 11, 895
- 8,404 11, 805 19,581
89,250 94,030 201,471 189,002
4,268 5,071 9,968 17,540
$ 93,527 $ 09,1106 $ 211,439 $ 206,542
12.86 11.30 10.24 5.52
12.28 10.72 9.76 5.05
2001 2000 1999
$1,206,863 $1,203,681 $ 344,573
134,484 116,190 90, 398
$1,341,347 $1,319,871 $ 434,971
$ 178,915 $ 168,121 $ 132,986
2,460 2,726 4,854
9,858 7,343 5,789
8,608 - -
199,841 178,100 143,629
32,495 33,386 24,788
$ 232,336 $ 211,576 $ 168,417
6.71 7.41 3.03
5.77 6.24 2.58




EXHIBIT 31.1

CERTIFICATIONS

I, G. Steven Farris, certify that:

1.

2.

I have reviewed this quarterly report on Form 10-Q of Apache Corporation;

Based on my knowledge, this quarterly report does not contain any untrue
statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by
this quarterly report;

Based on my knowledge, the financial statements, and other financial
information included in this quarterly report, fairly present in all
material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this
quarterly report;

The registrant's other certifying officer and I are responsible for
establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal
control over financial reporting (as defined in Exchange Act Rules

13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such
disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the
period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused
such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls
and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such
evaluation; and

(d) Disclosed in this report any change in the registrant's internal
control over financial reporting that occurred during the
registrant's most recent fiscal quarter that has materially
affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on
our most recent evaluation of internal control over financial reporting,
to the registrant's auditors and the audit committee of the registrant's
board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design
or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information ; and

(b) Any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's
internal control over financial reporting.

/s/ G. Steven Farris

G. Steven Farris
President, Chief Executive Officer and
Chief Operating Officer

Date: August 6, 2004



IV

EXHIBIT 31.2

CERTIFICATIONS

Roger B. Plank, certify that:

I have reviewed this quarterly report on Form 10-Q of Apache Corporation;

Based on my knowledge, this quarterly report does not contain any untrue
statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by
this quarterly report;

Based on my knowledge, the financial statements, and other financial
information included in this quarterly report, fairly present in all
material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this
quarterly report;

The registrant's other certifying officer and I are responsible for
establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal
control over financial reporting (as defined in Exchange Act Rules

13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such
disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the
period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused
such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls
and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such
evaluation; and

(d) Disclosed in this report any change in the registrant's internal
control over financial reporting that occurred during the
registrant's most recent fiscal quarter that has materially
affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on
our most recent evaluation of internal control over financial reporting,
to the registrant's auditors and the audit committee of the registrant's
board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design
or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's
internal control over financial reporting.

/s/ Roger B. Plank

Roger B. Plank
Executive Vice President and Chief Financial Officer

Date: August 6, 2004



EXHIBIT 32.1
APACHE CORPORATION

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
AND CHIEF FINANCIAL OFFICER

I, G. Steven Farris, certify that the Quarterly Report of Apache
Corporation on Form 10-Q for the quarterly period ending June 30, 2004, fully
complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 (15 U.S.C. Section 78m or Section 780 (d)) and that
information contained in such report fairly represents, in ALL material
respects, the financial condition and results of operations of Apache
Corporation.

/s/ G. Steven Farris

By: G. Steven Farris
Title: President, Chief Executive Officer
and Chief Operating Officer

I, Roger B. Plank, certify that the Quarterly Report of Apache
Corporation on Form 10-Q for the quarterly period ending June 30, 2004, fully
complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 (15 U.S.C. ss.78m or ss.780 (d)) and that information
contained in such report fairly represents, in all material respects, the
financial condition and results of operations of Apache Corporation.

/s/ Roger B. Plank

By: Roger B. Plank

Title: Executive Vice President
and Chief Financial Officer



