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Report of Independent Registered Public Accounting Firm

To the Participants and Administrator of

Marathon Oil Company Thrift Plan

We have audited the accompanying statements of net assets available for benefits of the

Marathon Oil Company Thrift Plan the Plan as of December 31 2010 and 2009 and the

related statement of changes in net assets available for benefits for the year ended December

31 2010 These financial statements are the responsibility of the Plans management Our

responsibility is to express an opinion on these financial statements based on our audits

We conducted our audits in accordance with standards of the Public Company Accounting

Oversight Board United States Those standards require that we plan and perform the audits

to obtain reasonable assurance about whether the financial statements are free of material

misstatement An audit includes examining on test basis evidence supporting the amounts

and disclosures in the financial statements An audit also includes assessing the accounting

principles used and significant estimates made by management as well as evaluating the

overall financial statement presentation We believe that our audits provide reasonable basis

for our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the net assets available for benefits of the Plan as of December 31 2010 and 2009 and the

changes in net assets available for benefits for the
year

ended December 31 2010 in

conformity with accounting principles generally accepted in the United States of America

Our audits were performed for the purpose of forming an opinion on the basic financial

statements taken as whole The supplemental schedule listed in the table of contents is

presented for the purpose of additional analysis and is not required part of the basic financial

statements but is supplementary information required by the Department of Labors Rules and

Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act

of 1974 The supplemental schedule is the responsibility of the Plans management Such

information has been subjected to the auditing procedures applied in our audit of the basic

financial statements and in our opinion is fairly stated in all material respects in relation to the

basic financial statements taken as whole

4fra flP

Houston Texas

June 27 2011



Marathon Oil Company
Thrift Plan

Statements of Net Assets Available for Benefits

December 31 2010 and 2009

2010 2009

Assets

Investment at fair value 2547109475 2321140826

Receivables

Notes receivable from participants 42991765 39105764

Other 2183403 419873

45175168 39525637

Net Assets at fair value 2592284643 2360666463

Adjustment from fair value to contract value

for fully benefit-responsive investment contracts 25395669 13416733

Net Assets Available for Benefits 2566888974 2347249730

The accompanying notes are an integral part of these fmancial statements



Marathon Oil Company
Thrift Plan

Statement of Changes in Net Assets Available for Benefits

Year Ended December 31 2010

Additions

Additions to net assets attributed to

Investment income

Net appreciation in fair value of investments 194907801

Interest 20498569
Dividends 31008620

246414990

Interest income from notes receivable from participants 1767060

Contributions

Participants 102310711

Employer 63125348
Rollovers and direct plan transfers 60726456

226162515

Total additions 474344565

Dednctions

Deductions from net assets attributed to

Benefits paid to participants 254705321

Total deductions 254705321

Net Increase 219639244

Net Assets Available for Benefits

Beginning of year 2347249730

End of year 2566888974

The accompanying notes are an integral part of these financial statements



Marathon Oil Company
Thrift Plan

Notes to Financial Statements

December 31 2010 and 2009

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 Plan

Document for more complete description of the Plans provisions

General

The Plan is defmed contribution thrift savings plan The Plan covers substantially all regular and

casual employees of Marathon Oil Company the Company wholly owned subsidiary of

Marathon Oil Corporation employees participating in the Retirement Plan of the Company and

employees participating in the Marathon Petroleum Company LP MPC Retirement Plan

excluding employees of Speedway LLC wholly owned subsidiary of TVIPC 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

Contribntions

Participants may elect to make contributions from percent to maximum of 18 percent of their

gross pay consisting of after-tax contributions or percent to maximum of 25 percent of their

gross pay consisting of pre-tax contributions provided however that highly compensated

employees are limited to pre-tax contributions of 12 percent In addition catch up contributions

are allowed under the Plan which allow for additional contributions for participants who have

attained age 50 before the close of the Plan year as permitted under the Internal Revenue Code the

Code An active participant may make any combination of after-tax and pre-tax payroll

contributions provided that the participant does not exceed the maximums permitted under the

Code or the limits set forth in the Plan document

The contributions of highly compensated employees are subject to additional limitations pursuant

to the provisions of Code Sections 401k and 401m Compensation of participant taken into

account under the Plan is limited to $245000 for 2010 as provided in Code Section 40lal7

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 or individual retirement accounts IRA upon specific authorization and subject to

such terms and conditions as set forth by the Plan Administrator

To the extent that the Company had accumulated earnings and profits the Company matched on

dollar for dollar basis each participants after-tax or pre-tax contributions to the Plan up to an

aggregate of percent of each participants gross pay during 2010 and 2009



Marathon Oil Company
Thrift Plan

Notes to Financial Statements

December 31 2010 and 2009

Valuation of Participant Accounts

Each participants account is credited with the participants contribution and allocations of the

Companys contributions and Plan earnings losses based on the participants relative

investment holdings The benefit to which participant is entitled is the benefit that can be

provided from the participants vested account

Vesting

Participants are fully and immediately vested in their contributions plus actual earnings thereon

Participants 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 MPC
Retirement Plan as then in effect at death after three years of vesting service with the Company or

participating employer or upon attainment of age 65

Participant Loans

Participants may borrow from their fund accounts minimum of $500 up to maximum equal to

the lesser of $50000 or 50 percent of their account balance The loans are collateralized by the

balance in the participants account and bear interest rates that currently range from 3.25 percent to

9.50 percent determined in accordance with plan provisions Principal and interest is paid ratably

through payroll deductions for active employees and through coupon payments for participants not

receiving pay and retirees

Payment of Benefits

On termination of service unless participant elects otherwise or as required by the Code

participant will receive lump-sum amount equal to the value of the participants vested interest in

his or her account The participant alternatively may elect to defer the commencement of benefits

until date no later than the April immediately following the calendar year in which such

participant attains age 70-1/2 Tn accordance with the provisions of the Code mandatory

distributions greater than $1000 require automatic rollover to an IRA for participants who fail to

make an active election otherwise available under the Plan retired member or spouse

beneficiary member may withdraw during any year all or 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 maximum of four in Plan year An

installment settlement option is available to retired participants active participants currently

employed who are at least age 70-1/2 and spouse beneficiary participants participant may elect

to receive his or her benefit on an installment basis with minimumof 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

beneficiary or beneficiaries to receive his or her Plan benefit upon the participants death Active

participants or participants with accounts in suspense are eligible to withdraw portion of their

after-tax rollover or vested Company matching amounts subject to the provisions of the Plan



Marathon Oil Company
Thrift Plan

Notes to Financial Statements

December 31 2010 and 2009

Forfeitures

Non-vested participants whose services with the Company have been terminated will forfeit their

entire Company-matching contribution and earnings thereon when either of the following takes

place they remove their participant contributions from the Plan or they do not regain

employment within five years of termination Company contributions and earnings thereon are

eligible for reinstatement should member be rehired prior to the limitation indicated under the

Plan Total forfeitures of $72969 and $111343 for the years ended December 31 2010 and 2009

respectively were used to reduce employer matching contributions made to the Plan

Investment Options

Upon enrollment in the Plan participant may direct employee contributions in any of the

investments provided by the Plan

Summary of 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

Investment contracts held by defined-contribution plan are required to be reported at fair value

However contract value is the relevant measurement attribute for that portion of the net assets

available for benefits of defined contribution plan attributable to fully benefit-responsive

investment contracts because contract value is the amount participants would receive if they were

to initiate permitted transactions under the terms of the plan The statement of net assets available

for benefits presents the fair value of the investment contracts as well as the adjustment of the fully

benefit-responsive investment contracts from fair value to contract value The statement of changes

in net assets available for benefits is prepared on contract value basis

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

Investments are reported at fair value Fair value is the price that would be received to sell an asset

or paid to transfer liability in an orderly transaction between market participants at the

measurement date See Note for discussion of fair value measurements

Purchases and sales of securities are recorded on trade-date basis Interest income is recorded on

the accrual basis Dividends are recorded on the ex-dividend date Net appreciation includes gains

and losses on investments bought and sold as well as held during the year



Marathon Oil Company
Thrift Plan

Notes to Financial Statements

December 31 2010 and 2009

Payment of Benefits

Benefits are recorded when paid

Notes Receivable from Participants

Notes receivable from participants represent participant loans that are recorded at their unpaid

principal balance plus any accrued but unpaid interest Interest income on notes receivable from

participants is recorded when it is earned No allowance for credit losses has been recorded as of

December 31 2010 and 2009

Administration of Plan Assets

All costs expenses and fees incurred in administering the Plan to the extent not paid by the

Company are incurred by the participants Fees or charges for investment management services

are not paid by the Company but are bone by the participants electing such services Any taxes

applicable to the participants account are charged or credited to the participants account by

Fidelity Investments Institutional Operations Company Inc Fidelity the Trustee

The Stable Value Fund the Fund is managed by Fidelity Management Trust Company

FMTC pursuant to trust agreement Any fees charged by FMTC are deducted from the

interest earned by Plan members in the Fund The total amount of fees charged for 2010 in

connection with the Fund was $1478216

Subsequent Events

On January 13 2011 the Board of Directors of Marathon Oil Corporation announced that it has

approved moving forward with plans to spin-off the Downstream Refming Marketing and

Transportation business creating two independent energy companies The transaction is expected

to be effective June 30 2011 As result of the spin-off effective on June 30 2011 new

Marathon Petroleum Thrift Plan will be spun-off from Marathon Oil Company Thrift Plan to serve

the participants respectively employed by Marathon Oil Corporation and Marathon Petroleum

Corporation

Effective June 14 2011 117 mutual funds were removed from the plan as investment options

These funds were previously closed to future contributions and exchanges while existing balances

were allowed to remain invested in these hinds as transitional state At the effective date these

hinds were removed from the plan and all existing balances transferred to default funds

Effective March 2011 Roth 401k contributions were made available in the Plan Participants

may elect to designate some or all fixture elective deferrals as Roth contributions in their plan

Qualified distributions from Roth 40 1k will be completely tax free Roth contributions will be

made on an after-tax basis however they will be treated as elective deferrals Separate accounting

and tax cost basis tracking and reporting will be established for the Roth 40 1k contributions



Marathon Oil Company
Thrift Plan

Notes to Financial Statements

December 31 2010 and 2009

Accounting Standards

In January 2010 the FASB issued standard to improve disclosures about fair value

measurements The additional disclosures required include the different classes of assets and

liabilities measured at fair value the significant inputs and techniques used to measure Level

and Level assets and liabilities for both recurring and nonrecurring fair value measurements

the gross presentation of purchases sales issuances and settlements for the rollforward of Level

activity and the transfers in and out of Levels and The provisions to the standard are

effective for reporting periods beginning after December 15 2009 except for the
gross

presentation of purchases sales issuances and settlements for the rollforward of Level activity

These provisions are effective for periods beginning after December 15 2010 Because the Plan

does not have Level activity or material transfers between levels the adoption of this guidance

did not materially impact the Plans financial statements

In September 2010 the FASB issued Accounting Standards Update ASU 2010-25 which changes

the reporting for participant loans from investments to receivables The Plans financial statements

were adjusted accordingly in response to this guidance

Fair Value Measurements

The fair value measurement accounting literature establishes fair value hierarchy that prioritizes

the inputs to valuation techniques used to measure fair value There are three approaches for

measuring the fair value of assets and liabilities the market approach the income approach and

the cost approach each of which includes multiple valuation techniques This hierarchy consists of

three broad levels

Level inputs consist of unadjusted quoted prices in active markets for identical assets and

liabilities and have the highest priority

Level inputs consist of quoted prices for similar assets or liabilities in active markets or

quoted prices for identical or similar assets or liabilities in inactive markets or inputs other

than quoted prices that are observable for the asset or liability or inputs that are derived

principally from or corroborated by observable market data by correlation or other means

Level inputs are unobservable and significant to the fair value measurement and have the

lowest priority



Marathon Oil Company
Thrift Plan

Notes to Financial Statements

December 31 2010 and 2009

The Plans investments are reported at fair value in the accompanying statement of net assets

available for benefit The methods used to measure fair value may produce an amount that may not

be indicative of net realizable value or reflective of future fair values Furthermore although the

Plan believes its valuation methods are appropriate and consistent with other market participants

the use of different methodologies or assumptions to determine the fair value of certain financial

instruments could result in different fair value measurement at the reporting date The following

provides description of the valuation techniques employed for each major plan asset class at

December 31 2010 and 2009

Interest-bearing cash Interest-bearing cash includes cash on deposit and investments in money
market mutual funds that invests mainly in short-term instruments and cash both of which are

valued using market approach and are considered Level in the fair value hierarchy The money
market mutual funds are valued at the net asset value NAY of shares held

Common stock Investments in common stocks are valued using market approach at the closing

price reported in an active market and is therefore considered Level

Mutual funds Investments in mutual funds are valued using market approach at the NAY of

shares held The NAY is generally based on prices from public exchange which is normally the

principal market on which significant portion of the underlying investments are traded and is

considered Level

Common Collective Trusts CCTs Investment in CCTs are valued using market approach at

the NAY of units held but investment opportunities in such funds are limited to institutional

investors on behalf of defined contribution plans significant portion of the underlying

investments are mainly publicly traded This investment is considered Level

Synthetic Investment Contracts SICs fund which primarily invests in several investment

contracts issued by insurance companies and other approved financial institutions and other short

term investments The Fund is valued using market and cost approach as described in Note

This investment with exception of cash and equivalent investments is considered Level



Marathon Oil Company
Thrift Plan

Notes to Financial Statements

December 31 2010 and 2009

The following tables set forth by level within the fair value hierarchy the Plans assets at fair

value

Assets at Fair Value as of December 2010

Mutual funds

Balanced

Blend

Growth

International-Stk

Other

Taxable Bond

Value

Interest-bearing cash

Common/collective trusts

Common stock

SICs

Total assets at fair value

Level Level

67234366

294671947

280585507

259745032

103603728

164631064

83842614

41683487

226165309

117988451

1640151505

67234366

294671947

280585507

259745032

103603728

164631064

83842614

41683487

110332616

226165309

914613805

2547109475

Jncludes Brokerage Link investments

Jnclude money market funds

Assets at Fair Value as of December 31 2009

Mutual funds

International fimds

Value funds

Bond funds

Other funds

Blend funds

Growth funds

Total mutual funds

Interest-bearing cash

Common/collective trusts

Common stock

SICs

Total assets at fair value

71678822

117227614

132472838

155543548

295904617

297290962

1070118401

40771861

71678822

117227614

132472838

155543548

295904617

297290962

1070118401

40771861

72486344

228848342

908915878

2.321.140.826

Include money market funds

Level

110332616

796625354

906957970

Level Level Level

-$
72486344

228848342

145924228 762991650

1485662832 835477994

10



Marathon Oil Company
Thrift Plan

Notes to Financial Statements

December 31 2010 and 2009

Investments

The following presents individual investments that represent percent or more of the Plans net

assets available for benefits at December 31

2010 2009

Interest-Bearing Cash-Fidelity Institutional Cash Portfolios 117988451 145924228
Rabobank Nederland MTHO4O7OI 128667661 123236863
Natixis Financial Products Wrapper Contract 120303 199152211 190743516
State Street Bank Trust Company Boston 107029 199168108 190760714

Marathon Oil Corporation Common Stock 226165309 228848342
Chase Manhattan Bank Wrapper Contract AMarathon207 269637374 258250557

SICs are investments included in the Fund compromised of underlying assets and wrapper

contracts used as liquidity guarantees

During 2010 the Plans investments including gains and losses on investments bought and sold as

well as held during the year appreciated in value by $194907801 as follows

Mutual funds $152836100

Common stock 42071701

$1 94.907.801

11



Marathon Oil Company
Thrift Plan

Notes to Financial Statements

December 31 2010 and 2009

Stable Value Fund

The Fund investment option provides investments with guaranteed interest rates while allowing for

diversification The Fund invests primarily in investment contracts issued by insurance companies

and other approved financial institutions and other short-term investments The Fund comprised

approximately 35 percent and 38 percent of total Plan investments at December 31 2010 and 2009

respectively

At December 31 2010 and 2009 the Plan held SICs of $771229685 and $749574917

respectively recorded at contract value SIC is comprised of two components an underlying

asset and wrapper contract The wrapper contract guarantees the SICs contract value The

underlying asset is valued at representative quoted market prices The wrapper contract is valued

by using replacement cost methodology If there is rebid with the same rate the wrapper value is

zero On the other hand if there is rebid with revised rate an annual calculation is performed

using the revised rate and the total present value of rebid determined The present value of the rebid

is the value of the wrapper contract 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 portion of theft investment

at contract value The remaining assets of $117988451 and $145924228 held by the Fund at

December 31 2010 and 2009 respectively are invested in cash equivalents for which the stated

cost approximates fair value

The fair values of the SICs held within the Fund at December 31 2010 and 2009 were

$796625354 and $762991650 respectively as determined based on the market values of the

contracts underlying securities plus any accrued income

12



Marathon Oil Company
Thrift Plan

Notes to Financial Statements

December 31 2010 and 2009

The following presents the fair value adjustment to contract value and the major credit rating of

each individual SIC held within the Fund at December 31 2010 and 2009

December 31 2010 Fair Value

Adjustmentto

Contract Value

SP
Credit

Rating

Rabobank Nederland Wrapper Contract MTHO4O7O1

Natixis Financial Products Wrapper Contract 1203-03

128667661 4101804 AAA
1991522flT 6348785

State Street Bank Trust Boston Wrapper Contract 107029 199168108 6349292 AA-

Chase Manhattan Bank Wrapper Contract AMarathon-2-07 269637374 8595788 AA-

796625354 25395669

December31 2009

-I

State Street BankTrust Boston Wrapper Contract 107029 190760714 3354408 AA
Chase Manhattan Bank Wrapper Contract AMarathon-2-07 258250557 4541175 AA
Rabobank Nederland Wrapper Contract MTHO4O7O1 123236863 2167044 AAA

Natixis Financial Products Wrapper Contract 1203-03 190743516

1$ 762991650

3354106

1$ 13416733

StanddandPoors

The Fund portfolios average yield for 2010 and 2009 was 2.31 percent and 2.89 percent

respectively The portfolios crediting rate at December 31 2010 and 2009 was 2.27 percent and

2.33 percent respectively The crediting rate formula is used to convert market value changes in

the underlying assets into income distributions Using the crediting rate formula an estimated

future market value is calculated by compounding the current market value at the current yield to

maturity for period equal to duration The contract crediting rates associated with the SICs are

typically reviewed and reset if needed on quarterly basis Wrapper contracts provide

guarantee that the crediting rate will not fall below zero percent The crediting rate may be affected

by many factors including purchases and redemptions by participants but the precise impact

depends on whether the market value of the underlying assets is higher or lower than the contract

value of those assets

wrap issuer may tenninate wrapper contract at any time wrap issuer may also terminate

wrapper contract if FMTC investment management authority over the Fund is limited or terminated

as well as if all of the terms of the wrapper contract fail to be met In addition wrapper contracts

limit the ability of the Fund to transact at contract value upon the occurrence of certain events e.g

complete or partial termination of the plan early retirement program or the Plans failure to

qualif under Section 401a or Section 401k of the Code However the Plan Administrator

believes the occurrence of these types of events is not probable

13



Marathon Oil Company
Thrift Plan

Notes to Financial Statements

December 31 2010 and 2009

Reconciliation of Financial Statements to Form 5500

The following is reconciliation of net assets available for benefits per the financial statements to

the Form 5500

Year Ended December 31

2010 2009

Net assets available for benefits per the fmancial 2566888974 2347249730
statements

Add Adjustment from fair value to contract value

for fully benefit-responsive investment contracts 25395669 13416733
Net assets available for benefits

per
the Form 5500 2592284643 2360666463

The following is reconciliation of the changes in net assets available for benefits per the financial

statements to the Form 5500 for the year ended December 31 2010

2010

Increase in net assets available for benefits per

the financial statements 219639244

Adjustment from fair value to contract value for

benefit-responsive investment contracts

Prior year adjustment 13416733

Current
year adjustment 25395669

Increase in net assets available for benefits
per

the Form 5500 231618180

Party-in-Interest Transactions

Shares of Marathon Oil Corporation common stock may be purchased directly from Marathon Oil

Corporation or on the open market During 2010 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

defmed by the Plan and therefore these transactions qualify as party-in-interest

The Plan also holds notes receivable representing participant loans that qualify as party-in-interest

transactions

All party-in-interest transactions noted above are deemed exempt from the prohibited transaction

rules

14



Marathon Oil Company
Thrift Plan

Notes to Financial Statements

December 31 2010 and 2009

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 percent vested in their

accounts

10 Tax Statns

The Internal Revenue Service has determined and informed the Plan Administrator by letter dated

May 2003 that the Plan as amended meets the requirements of Code Section 401a 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 Plans tax counsel believe that the

Plan as amended is designed and is currently being operated in compliance with the applicable

requirements of the Code

11 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 statements of net assets available for benefits and the statement of

changes in net assets available for benefits

15
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We consent to the incorporation by reference in Registration Statement No 033-56828 and

No 333-29709 of Marathon Oil Corporation on Form S-8 of our report related to the financial

statements and supplemental schedule of the Marathon Oil Company Thrift Plan dated

June 27 2011 appearing in this Annual Report on Form 11-K of Marathon Oil Company
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ended December 31 2010
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Houston Texas
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