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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 8-K
CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of Earliest Event Reported):

March 8, 2017

Marathon Oil Corporation
__________________________________________

(Exact name of registrant as specified in its charter)

Delaware

1-5153

25-0996816

_____________________
(State or other jurisdiction

_____________
(Commission

______________
(I.R.S. Employer

of incorporation)

File Number)

Identification No.)

5555 San Felipe Street, Houston, Texas

77056

_________________________________
(Address of principal executive offices)

___________
(Zip Code)

Registrant's telephone number, including area code:

(713 ) 629-6600

Not Applicable
_____________________________________________
Former name or former address, if changed since last report
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following provisions:
[ ] Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
[ ] Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
[ ] Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
[ ] Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Item 1.01 Entry into a Material Definitive Agreement.
On March 8, 2017, Marathon Oil Corporation (“ MRO ”), through its wholly owned subsidiary, Marathon Oil Dutch Holdings B.V. (“ Seller ”), entered into
a share purchase agreement (the “ Purchase Agreement ”) with 10084751 Canada Limited (“ Shell ”), an affiliate of Shell Canada Limited, and Canadian Natural
Resources Limited (“ CNRL ” and, together with Shell, the “ Purchasers ”), pursuant to which MRO, through Seller, has agreed to sell all of its shares in
Marathon Oil Canada Corporation, which includes MRO’s 20% non-operated interest in the Athabasca Oil Sands Project (the “ Divested Business ”) for USD $2.5
billion, excluding closing adjustments. Under the terms of the Purchase Agreement, USD $1.75 billion will be paid to Seller upon closing, and the remaining
proceeds will be paid in the first quarter 2018. Shell Canada Limited and MRO have each provided a guarantee with respect to Shell’s and Seller’s respective
obligations under the Purchase Agreement. CNRL has provided or will provide letters of credit with respect to its share of the final payment amount as well as the
break fee described below. Marathon Oil Canada Corporation and Shell Canada Energy are both party to the Athabasca Oil Sands Project joint venture and related
agreements.
The consummation of the transaction contemplated by the Purchase Agreement is subject to certain specified closing conditions, including receipt of
regulatory approvals, no material claims prohibiting the transaction, no election to terminate due to casualty loss or pre-closing defects and the receipt of certain
deliverables. The consummation of the transaction is also conditioned upon the closing of the transaction contemplated in the Purchase and Sale Agreement dated
March 8, 2017, amongst Shell Canada Limited, Shell Canada Energy, and Shell Canada Resources, as vendor, and CNRL Upgrading Limited, as purchaser, and
CNRL, as guarantor. Subject to the satisfaction or waiver of the foregoing conditions and the other terms and conditions contained in the Purchase Agreement, the
transaction is expected to close mid-2017.
The Purchase Agreement contains representations, warranties and indemnification provisions of the parties customary for transactions of this type. Until the
consummation of the transaction contemplated by the Purchase Agreement, Seller has agreed, subject to certain exceptions, to conduct its business in the ordinary
course consistent with past practice.
The Purchase Agreement also contains certain termination rights for Purchasers and Seller. Under certain circumstances, termination of the Purchase
Agreement provides for the surrender of the $50 million performance deposit paid by Purchasers and payment of a $100 million break fee by the Purchasers to the
Seller.
The foregoing description of the Purchase Agreement and the transactions contemplated thereby does not purport to be complete and is qualified in its
entirety by reference to the Purchase Agreement, which will be filed with the Securities and Exchange Commission as an exhibit to MRO’s Quarterly Report on
Form 10-Q for the period ended March 31, 2017. The Purchase Agreement will be filed to provide investors with information regarding its terms. It is not intended
to provide any other factual information about MRO or the other parties to the Purchase Agreement. The representations, warranties and covenants obtained in the
Purchase Agreement were made only for purposes of the Purchase Agreement as of the specific dates therein, were solely for the benefit of the parties to the
Purchase Agreement, may be subject to limitations agreed upon by the contracting parties, including being qualified by disclosures made for the purposes of
allocating contractual risk between the parties to the Purchase Agreement instead of establishing these matters as facts, and may be subject to standards of
materiality applicable to the contracting parties that differ from those applicable to investors. Investors are not third-party beneficiaries under the Purchase
Agreement and should not rely on the representations, warranties and covenants or any descriptions thereof as characterizations of the actual state of facts or
condition of the parties thereto or any of their respective subsidiaries or affiliates. Moreover, information concerning the subject matter of representations and
warranties may change after the date of the Purchase Agreement, which subsequent information may or may not be fully reflected in MRO’s public disclosures.
Item 2.06 Material Impairments.
In connection with the sale described above, MRO concluded the Divested Business met the criteria to be classified as held for sale in MRO’s consolidated
financial statements and, as a result of the sale, will classify the Divested Business as discontinued operations. Accordingly, MRO expects to recognize after-tax
non-cash charges in the range of approximately $4.8 billion to $5.0 billion in the first quarter of 2017 related to the impairment of

long-lived assets associated with the Divested Business. The long-lived assets primarily consist of property, plant & equipment.
Item 7.01 Regulation FD.
MRO issued a press release dated March 9, 2017, announcing that MRO has signed an agreement to sell its Canadian subsidiary, Marathon Oil Canada
Corporation, which includes MRO’s 20% non-operated interest in the Athabasca Oil Sands Project to Shell and Canadian Natural Resources for $2.5 billion,
excluding closing adjustments. Under the terms of the sale, $1.75 billion will be paid to MRO upon closing and the remaining proceeds will be paid in the first
quarter of 2018. MRO also announced the signing of a definitive agreement to acquire approximately 70,000 net surface acres in the Permian basin from BC
Operating, Inc. and other entities for $1.1 billion, excluding closing adjustments. The acquisition includes 51,500 acres in the Northern Delaware basin of New
Mexico, and current production of approximately 5,000 net barrels of oil equivalent per day. The Canadian disposition is expected to close mid-2017 and the
Permian basin acquisition is expected to close in the second quarter of 2017.
The press release, furnished as Exhibit 99.1 hereto, shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as
amended, nor shall it be deemed incorporated by reference in any filing under the Securities Act of 1933, as amended, except as shall be expressly set forth by
specific reference in such filing.
Item 9.01. Financial Statements and Exhibits.
(d) Exhibits
99.1 Press release issued by Marathon Oil Corporation, dated March 9, 2017

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.

Marathon Oil Corporation
March 9, 2017

By:

/s/ Gary E. Wilson
Name: Gary E. Wilson
Title: Vice President, Controller
and Chief Accounting Officer
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99.1 Press release issued by Marathon Oil Corporation, dated March 9, 2017.

Exhibit 99.1

Marathon Oil Announces $2.5 Billion Canadian Oil Sands Divestiture
and $1.1 Billion Permian Basin Acquisition
HOUSTON, Mar. 9, 2017 - Marathon Oil Corporation (NYSE: MRO) announced today it has signed an agreement to sell its Canadian subsidiary,
which includes the Company’s 20 percent non-operated interest in the Athabasca Oil Sands Project (AOSP), to Shell and Canadian Natural
Resources Limited for $2.5 billion in cash, excluding closing adjustments. Marathon Oil also announced the signing of a definitive agreement to
acquire approximately 70,000 net surface acres in the Permian basin from BC Operating, Inc. and other entities for $1.1 billion in cash, excluding
closing adjustments. The acquisition includes 51,500 acres in the Northern Delaware basin of New Mexico, and current production of approximately
5,000 net barrels of oil equivalent per day (boed).
“Divesting of our Oil Sands Mining business at an attractive value while also acquiring 70,000 net acres in the world-class Permian basin are
transformative milestones that will further align our portfolio with our strategy," Marathon Oil President and CEO Lee Tillman said. “Historically, our
interest in the Canadian oil sands has represented about a third of our Company’s other operating and production expenses, yet only about 12
percent of our production volumes. The Northern Delaware basin features outstanding well economics that compete at the top of our organic
portfolio and is experiencing a positive rate of change in well performance unrivaled in U.S. unconventional basins. This deal expands the quality
and depth of our already robust inventory while securing a foundational footprint in the Delaware basin with 5,000 feet of oil-rich stacked pay.
Today’s announcements give us even greater focus and concentration on our diverse set of high-return opportunities in the U.S. resource plays, and
strongly position us to generate long-term value for our shareholders for many years to come.”
Divestiture of Canadian Oil Sands Business
Under the terms of the Canadian divestiture, $1.75 billion will be paid to Marathon Oil upon closing and the remaining proceeds will be paid in first
quarter 2018. The sale is expected to close in mid-2017 with an effective date of Jan. 1, 2017, and concurrent with a related transaction between
Shell and Canadian Natural Resources, also announced today. Proceeds will be used to fund resource capture, organic investment, to reduce gross
debt and for general corporate purposes.

Divestiture Highlights:
•

Further simplifies and concentrates Marathon Oil’s portfolio to the lower cost, higher margin U.S. resource plays

•

Anticipating approx. 25% reduction in 2017 Company expenses (production and other operating) based on expected closing dates for both
transactions

•

$2.5 billion sale price equates to approximately 15 times 2016 OSM operating cash flow

•

Avoids material future capital requirements in a non-operated business

•

Net synthetic crude oil production averaged 48,000 barrels per day in 2016

•

Year-end 2016 proved reserves from Canada totaled 692 million barrels of synthetic crude oil
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Permian Basin Acquisition Highlights :
•

Up to 10 target benches within approximately 5,000 feet of stacked pay; base case assumes up to 6 target benches

•

70,000 total net acres with 51,500 net acres in the Northern Delaware basin

•

Total implied acreage cost of approximately $13,900 per acre, adjusting for existing production

•

High quality Northern Delaware inventory produces greater than 90% before-tax IRRs at $55 WTI flat and competes for capital allocation at
top of Marathon Oil’s portfolio

•

Primary targets in world-class Wolfcamp and Bone Spring

•

Approximately 350 million BOE of risked resource at a cost of about $2.80 per BOE with 630 gross Company operated locations

•

Approximately 900 million BOE of total resource potential with 1,700 total upside locations from both tighter density and secondary targets

•

Further growth opportunities from acquired acreage in Northwest Shelf as well as further bolt-on acquisitions

•

One operated rig drilling with plans to add a second rig mid-year; one rig required to hold term lease

The BC acquisition is expected to close in second quarter 2017 with an effective date of Jan. 1, 2017 .
Goldman, Sachs & Co. and TD Securities served as advisors on the divestiture transaction, and Evercore served as advisor on the acquisition
transaction.
Marathon Oil will conduct a question and answer webcast / call Thursday, March 9, at 9:00 a.m. ET to discuss the acquisition. To participate in the
call, please dial 800-447-0521 and ask for the Marathon Oil conference call. The conference call ID is 44520502. The associated commentary and
answers to questions will include forward-looking information. To listen to the live webcast, visit the Marathon Oil website at
http://www.marathonoil.com. Associated slides will be posted to the Company's website and to its mobile app approximately one hour before the
scheduled call.
###
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Definitions:
BOE: barrels of oil equivalent
IRR: Internal rate of return
OSM: Oil Sands Mining
WTI: West Texas intermediate crude
This release (and oral statements made regarding the subjects of this release) contains forward-looking statements within the meaning of Section
27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, including statements related to the Company’s 2017
capital program and the program objectives and flexibility; the sale of the Company's Canadian business and the expected timing and use of
proceeds thereof; the proposed Permian basin acquisition and expected timing and projected impacts, including valuation, resource estimates,
production estimates, asset quality and internal rates of return; the Company’s operational, financial and growth strategies, including drilling plans,
rig count, asset development, planned projects, capital discipline, balance sheet protection, operational flexibility, cost reductions, efficiencies and
non-core asset sales; and the Company’s ability to successfully effect those strategies and the expected timing thereof. While the Company believes
that the assumptions concerning future events are reasonable, a number of factors could cause results to differ materially including, but not limited
to: conditions in the oil and gas industry; capital available; drilling and operational risks, well production timing; availability of drilling rigs, materials
and labor, including the costs associated therewith; the inability to obtain or delay in obtaining necessary government or third-party approvals and
permits; the inability of any party to satisfy closing conditions with respect to the disposition and acquisition; and any non-performance by third
parties of their contractual obligations. These forward-looking statements are also affected by the risk factors, forward-looking statements and
challenges and uncertainties described in the Company's 2016 Annual Report on Form 10-K and other public filings and press releases, available at
www.marathonoil.com. Except as required by law, the Company undertakes no obligation to revise or update any forward-looking statements as a
result of new information, future events or otherwise.
Cautionary Note to Investors - The U.S. Securities and Exchange Commission (“SEC”) permits oil and gas companies, in their filings with the SEC,
to disclose only proved, probable and possible reserves that meet the SEC’s definitions for such terms. Any resource estimates in this release, such
as risked resource or total resource potential, that are not specifically designated as being estimates of proved, probable or possible reserves, may
include other estimated resources that the SEC's guidelines prohibit us from including in filings with the SEC. Investors are urged to closely consider
the disclosures in the Company’s periodic filings with the SEC, available at www.marathonoil.com or on the SEC’s website at www.sec.gov .
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