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Report of Independent Registered Public Accounting Firm

To the Participants and Administrator of the
Marathon Oil Company Thrift Plan

In our opinion, the accompanying statements of net assets available for benefits and the related
statement of changes in net assets available for benefits present fairly, in all material respects, the net
assets available for benefits of the Marathon Oil Company Thrift Plan (the “Plan”) at December 31,
2004 and 2003, and the changes in net assets available for benefits for the year ended December 31,
2004 in conformity with accounting principles generally accepted in the United States of America.
These financial statements are the responsibility of the Plan’s management. Our responsibility is to
express an opinion on these financial statements based on our audits. We conducted our audits of these
statements in accordance with the standards of the Public Company Accounting Oversight Board
(United States) and auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplemental schedules of assets (held at end of year) as of December 31, 2004
and of loans or fixed income obligations in default as of December 31, 2004 are presented for the
purpose of additional analysis and are not a required part of the basic financial statements but are
supplementary information required by the Department of Labor’s Rules and Regulations for Reporting
and Disclosure under the Employee Retirement Income Security Act of 1974. These supplemental
schedules are the responsibility of the Plan’s management. The supplemental schedules have been
subjected to the auditing procedures applied in the audits of the basic financial statements and, in our

opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

Rirossoilionaa lompnn LLP

Houston, Texas

June §, 2005
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Marathon Oil Company
Thrift Plan

Notes to Financial Statements
December 31, 2004 and 2003

1.

Description of Plan

The following brief description of the Marathon Oil Company Thrift Plan (the “Plan”) provides
only general information. Participants should refer to the Summary Plan Description or the 2003
Restated Plan Document for a more complete description of the Plan’s provisions.

General

The Plan is a defined contribution thrift savings plan. The Plan covers substantially all regular and
casual employees of (1) Marathon Oil Company (the “Company”), a wholly owned subsidiary of
Marathon Oil Corporation, (2) employers participating in the Retirement Plan of the Company, and
(3) employers participating in the Marathon Ashland Petroleum LLC Retirement Plan, a 62%-
owned subsidiary of Marathon Oil Corporation. In order to participate in the Plan, employees must
have one year of vesting service and be 21 years or older. An eligible employee may participate in
the Plan by making contributions to the Plan. The Plan is subject to the provisions of the Employee
Retirement Income Security Act of 1974 (“ERISA™), as amended.

Contributions

Participants may elect to make contributions from 1% to a maximum of 18% of their gross pay
consisting of after-tax contributions, or 1% to a maximum of 25% of their gross pay consisting of
pre-tax contributions called Marathon Savers Plus (“MSP”) or a combination of both. An active
participant may make any combination of after-tax and MSP payroll contributions provided that the
participant does not exceed the maximums permitted under the Internal Revenue Code (the
“Code”) or the limits set forth in the Plan document.

The contributions of “highly compensated employees”™ are subject to additional limitations on the
amount of their contributions pursuant to the provisions of Code Sections 401(k) and 401(m).
Compensation of a participant taken into account under the Plan is limited to $205,000 for 2004, as
provided in Code Section 401(a)(17).

Participants may also make rollover contributions or direct-plan transfer contributions of qualified
distributions from the qualified plans of the Company, its subsidiaries, its affiliates, and any other
qualified plans upon specific authorization and subject to such terms and conditions as set forth by
the plan administrator.

To the extent that the Company has accumulated earnings and profits, the Company will match on
a dollar for dollar basis each participant’s after-tax or MSP contributions to the Plan up to an
aggregate of 6% of each participant’s gross pay.

Valuation of Participant Accounts

Each participant’s account is credited with the participant’s contribution and allocations of (a) the
Company’s contributions and (b) Plan earnings based on the participant’s relative investment
holdings. The benefit to which a participant is entitled is the benefit that can be provided from the
participant’s vested account.




Marathon Oil Company

Thrift Plan
Notes to Financial Statements
December 31, 2004 and 2003

Vesting

Participants are fully and immediately vested in their contributions plus actual earnings thereon.
Participants will become fully vested in the Company contributions, plus actual earnings thereon,
in any of the following ways: upon retirement under the Retirement Plan of the Company or the
Marathon Ashland Petroleum LLC Retirement Plan as then in effect; at death; after three years of
service with the Company; or upon attainment of age 65.

Forfeitures

Nonvested participants whose services with the Company have been terminated will forfeit their
entire Company-matching source and earnings thereon when either of the following takes place:
(1) they remove their participant contributions from the Plan, or (2) they do not regain employment
within five years of termination. Company contributions and earnings thereon are eligible for
reinstatement, should a member be rehired prior to the limitations indicated under the Plan. Total
forfeitures of $250,610 for the year ended December 31, 2004, were used to reduce employer
matching contributions made to the Plan.

Investment Options

Upon enrollment in the Plan, a participant may direct employee contributions in any of the funds
included in the Schedule of Assets for Investment Purposes (Held at End of Year), which is
attached to these financial statements, except for those passive investments discussed below.

Effective March 23, 2004, the Dreyfus Founders Worldwide Growth Funds and effective
December 30, 2003, the USAA Emerging Markets, USAA International and AMR International
Equity funds became passive investment options under the Plan.

Also, effective December 15, 2003, and until further notice, the following fund families became
passive investment options under the Plan due to increased regulator scrutiny regarding allegations
relating to late trading and market timing issues: Janus, Strong, Alger, Invesco and PBHG Funds.
Developments regarding these funds will continue to be monitored by the plan administrator and as
a result, there has been no provision included in the financial statements for any settlements that
may arise from any possible, future litigation.

Participant Loans

Participants may borrow from their fund accounts a minimum of $500 up to a maximum equal to
the lesser of $50,000 or 50 percent of their account balance. The loans are collateralized by the
balance in the participant’s account and bear interest rates that ranged from 4.00% to 5.00%, which
are commensurate with local prevailing rates as determined monthly by the plan administrator.
Principal and interest is paid ratably through payroll deductions for active employees and through
coupon payments for participants not receiving pay and retirees.

EE EEEEEREBENEDNDNERNEERNNEIMSBIMEMNEIEIMIEHNJNBEINY




Marathon Oil Company
Thrift Plan

Notes to Financial Statements
December 31, 2004 and 2003

Payment of Benefits

On termination of service, unless a participant elects otherwise or as required by the Code, a
participant will receive a lump-sum amount equal to the value of the participant’s vested interest in
his or her account. The participant alternatively may elect to defer the commencement of benefits
until a date no later than the April 1, immediately following the calendar year in which such
participant attains age 70-1/2. A retired member or a spouse beneficiary member may withdraw,
during any year, all of any portion of the remaining balance in his or her account, provided that no
withdrawal of less than $500 be made, unless it constitutes the entire remaining balance. Such
withdrawals are limited to a maximum of four in a Plan year. An installment settlement option is
available to retired participants and active participants (currently employed) who are at least age
70-1/2. A participant may elect to receive his or her benefit on an installment basis with a
minimum of three annual installments and the maximum number of annual installments equal to
the remaining actuarial life expectancy of the participant at the time of commencement of benefits.
Each participant shall designate a beneficiary or beneficiaries to receive his or her Plan benefit
upon the participant’s death.

Active participants or participants with accounts in suspense are eligible to withdraw a portion of
their after-tax, rollover or Company-vested matching amounts subject to the provisions of the Plan.

Nonemployee members (deferred members, spouse beneficiary members, beneficiary members,
and alternate payee members) and retired members who have a Plan balance of $5,000 or less will
automatically receive a lump sum distribution in cash.

Plan Termination

Although it has not expressed any interest to do so, the Company has the right under the Plan to
discontinue its contributions at any time and to terminate the Plan subject to the provisions of
ERISA. In the event of Plan termination, participants will become 100% vested in their accounts.

2. Significant Accounting Policies

Basis of Accounting
The financial statements of the Plan are prepared under the accrual method of accounting in
accordance with accounting principles generally accepted in the United States of America.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets, liabilities, and changes therein and disclosure of
contingent assets and liabilities. Actual results could differ from those estimates.

Investment Valuation and Income Recognition

The Plan’s investments are stated at fair value except for its Cash with Interest Fund (Note 4). The
Cash with Interest Fund is stated at contract value and is fully benefit responsive. Shares of
registered investment companies are valued at quoted market prices, which represent the net asset
value of shares held by the Plan at year-end. The Marathon Oil Corporation shares are valued at
the quoted market price. Participant loans are valued at cost, which approximates fair value.

6
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Marathon Oil Company
Thrift Plan

Notes to Financial Statements
December 31, 2004 and 2003

Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on
the accrual basis. Dividends are recorded on the ex-dividend date.

Payment of Benefits
Benefits are recorded when paid.

Administration of Plan Assets

Costs and expenses incurred in administering the Plan are paid by the Company, including fees and
expenses of the trustee, Fidelity Investments Institutional Operations Company, Inc. (“Fidelity”),
legal counsel and other administrative expenses. Costs assumed by the participant include fees
associated with selling of Marathon Oil Corporation common stock. The Cash with Interest Fund
is managed by Fidelity Management Trust Company (“FMTC”) pursuant to a trust agreement.

Any fees charged by FMTC are deducted from the interest earned by Plan members in the Cash
with Interest Fund. The total amount of fees charged for 2004 in connection with the Cash with
Interest Fund was $1,337,436.

3. Investments

The following presents individual investments that represent 5 percent or more of the Plan’s net
assets available for benefits at December 31, 2004:

Monumental Life Insurance Company Wrapper Contract $ 260,768,987
MDAO00178TR*

Chase Manhattan Bank Wrapper Contract 432711%* 260,768,775

AlG Financial Products Company Wrapper Contract 541683 * 260,768,650

CDC Capital Inc. Wrapper Contract 1203-02* 260,757,971

Marathon Oil Corporation Common Stock 136,174,438

* These investments are included in the Cash with Interest Fund.
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The following presents individual investments that represent 5 percent or more of the Plan’s net
assets available for benefits at December 31, 2003:

Monumental Life Insurance Company Wrapper Contract $241,934,375
MDAO00178TR*

Chase Manhattan Bank Wrapper Contract 432711% 241,934,172

Westdeutsche Landesbank Wrapper Contract WLB6193* 241,934,052

CDC Capital Inc. Wrapper Contract 1203-02* 241,919,972

Marathon Qil Corporation Common Stock 153,758,109

* These investments are included in the Cash with Interest Fund.

4. Cash with Interest Fund

The Cash with Interest Fund investment option provides stable value primarily through low risk
investments with guaranteed interest rates, while allowing for diversification. The Cash with
Interest Fund invests primarily in investment contracts issued by insurance companies and other
approved financial institutions, and other short-term investments. The Cash with Interest Fund
comprised approximately 48% and 49% of total Plan investments at December 3 [, 2004 and 2003,
respectively. ,

At December 31, 2003, the Plan held a guaranteed investment contract (“GIC”™) of $20,201,506. In
April 2004, the GIC contract matured and no additional GIC investments were entered into. At
December 31, 2004 and 2003 the Plan held synthetic investment contracts (“SICs”) of
$1,043,064,383 and $967,722,571, respectively, as recorded at contract value. A SIC is comprised
of two components, an underlying asset and a wrapper contract. The wrapper contract guarantees
the SIC’s contract value. The underlying asset is valued at representative quoted market prices
with the wrapper being valued at the difference between the fair value of the underlying asset and
the contract value. Contract value represents contributions made under the contract, plus earnings,
less Plan withdrawals and administrative expenses. For example, participants may ordinarily direct
the withdrawal or transfer of all or a portion of thetr investment at contract value. There are no
reserves against contract value for credit risk of the contract issuer or otherwise. The remaining
assets of $7,300,521 and $14,605,084 held by the Cash with Interest Fund at December 31, 2004
and 2003, respectively, are invested in cash equivalents, for which the stated cost approximates fair
value.

The fair value of the GICs approximates the contract value as of December 31, 2003. The fair
values of the SICs held within the Cash with Interest Fund at December 31, 2004 and 2003 were
$1,053,478,876 and $999,798,534, respectively, as determined based on the market values of the
contracts’ underlying securities plus any accrued income.

The Cash with Interest Fund portfolio’s average yield for 2004 and 2003 was 4.21% and 5.09%,
respectively. The portfolio’s crediting rate at December 31, 2004 and 2003 was 4.02 % and 4.78%,
respectively. The contract crediting rates associated with the SICs are typically reviewed and reset,
if needed, on a quarterly basis. The basis for changes in the crediting rates can include expected
maturity of the underlying securities, yield-to-maturity, and general interest rate levels.

8
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Notes to Financial Statements
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5. Related-Party Transactions

Shares of Marathon Oil Corporation common stock may be purchased directly from Marathon Oil
Corporation or on the open market. During 2004, all shares of the Marathon Oil Corporation
common stock were purchased on the open market.

Certain Plan investments are shares of mutual funds managed by Fidelity. Fidelity is the trustee as
defined by the Plan and, therefore, these transactions qualify as party-in-interest.

6. Tax Status

The Internal Revenue Service (“IRS”) has determined and informed the plan administrator by letter
dated May 7, 2003, that the Plan, as amended, meets the requirements of Code Section 401(a), and
is not subject to tax under present income tax law. The Plan has been amended since receiving the

- determination letter. However, the plan administrator and the Plan’s tax counsel believe that the
Plan, as amended, is designed and is currently being operated in compliance with the applicable
requirements of the Code.

7. Risks and Uncertainties

The Plan provides for various investment options. These investments are exposed to various risks,
such as interest rate, market and credit. Due to the level of risk associated with certain investment
securities and the level of uncertainty related to changes in the value of investment securities, it is
possible that changes in the near or long term could materially affect participants’ account balances
and the amounts reported in the statement of net assets available for benefits and the statement of
changes in net assets available for benefits.

8. Plan Sponsor Event

During 2003, Marathon implemented an organizational realignment plan (Business Transformation
Program — “BTP”) and part of that plan, implemented during 2004, consisted of two outsourcing
agreements to achieve further business process improvements and cost reductions. As a result of
the BTP, approximately 700 regular employee positions were eliminated. Of these employees,

_ approximately 275 elected distributions in 2004 totaling $36.3 million.

9. Subsequent Event

- Marathon Oil Corporation announced in April 20035, that it entered into a modified agreement
(original agreement dated as of March 2004) with Ashland Inc. (“Ashland”) to acquire Ashland’s
38% minority interest in Marathon Ashland Petroleum LL.C in a transaction valued at an estimated
cost of $3.7 - $3.9 billion. As part of the transaction, Marathon Oil Corporation will acquire certain
other complementary Ashland businesses. The transaction is expected to close in the second
quarter of 2005 and is contingent upon Ashland shareholder approval and Ashland public debt
holder consents This transaction is not expected to have a material effect on the Plan’s financial
statements.
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Effective January 1, 2005, the Plan was amended to allow spouse beneficiary members to elect the
installment settlement option under the Plan (see Note 1 — Payment of Benefits).

10
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statements on
Form S-8 (No. 333-29709 and No. 33-56828) of Marathon Oil Corporation of our report
dated June 8, 2005 relating to the financial statements of the Marathon Oil Company
Thrift Plan, which appears in this Form 11-K.

"p/u;.u.)cihQ‘-\a 98 LCP

PricewaterhouseCoopers LLP
Houston, Texas
June 16, 2005




SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
Marathon Oil Company Thrift Plan has caused this annual report to be signed on
its behalf by the undersigned thereunto duly authorized.

MARATHON OIL COMPANY THRIFT PLAN

Dated: June 16, 2005



