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PART |
Item 1. Business.

Merck & Co., Inc. (the “Company”) is a globakearch-driven pharmaceutical products comparydibeovers, develops, manufactures and markets
a broad range of innovative products to improve &miand animal health, directly and through itstjggntures. The Company sells its products
primarily to drug wholesalers and retailers, hadpitclinics, government agencies and managedrheale providers such as health maintenance
organizations and other institutions. The Compapyessional representatives communicate thetaféeess, safety and value of its products to healt
care professionals in private practice, group jrastand managed care organizations.

In January 2002, the Company announced ptaastablish Medco Health Solutions, Inc. (“Medcali®) as a separate, publicly-traded company.
On August 19, 2003, the spin-off of Medco Healttswe#fected by way of a pro rata dividend to Compstiagkholders of all the outstanding shares of
common stock of Medco Health. Based on a letténgithe Company received from the U.S. Internaléee Service, receipt of Medco Health shares
in the distribution was tax-free for U.S. federatome tax purposes, but any cash received in fiactional shares was taxable.

Product Sales

Saled2by category of the Company’s products were as ¥iglo

(% in millions) 2003 2002 2001

Atherosclerosi $ 5,077.¢ $ 5,552.: $ 5,433.
Hypertension/heart failur 3,421.¢ 3,477.¢ 3,584.!
Anti-inflammatory/analgesic 2,677.: 2,587.: 2,391..
Osteoporosi 2,676.¢ 2,243.. 1,629.°
Respiratory 2,009.« 1,489.¢ 1,260.:
Vaccines/biological: 1,056.: 1,028.: 1,022.*
Anti-bacterial/an-fungal 1,028.¢ 821.C 750.4
Ophthalmological 675.1 621.f 644.t
Urology 605.t 547.: 545.¢
Human immunodeficiency viru®#HIV™) 290.¢ 294.: 380.¢
Other 2,967.: 2,783.¢ 3,556."
Total $22,485.¢ $21,445.¢ $21,199.(
I I I

IFollowing the spin-off, the Company’s prior peri@dnsolidated Statements of Income and Cash Flowsedated discussions have been restated to
present the results of Medco Health separatelyse®untinued operations. As a result of the spinqmfbduct sales now reflect sales to Medco Health a
third-party sales based upon the net selling grim® the Company to Medco Health. Prior year amstnatve been restated to conform to the current
year presentation.

2Presented net of rebates and discounts.

The Company’s products include therapeutic@edentive agents, generally sold by prescripionthe treatment of human disorders. Among these
are atherosclerosis products, of whilsttor (simvastatin) is the largest-selling; hypertendieait failure products, the most significant of ethare
Cozaar(losartan potassiumijyzaar(losartan potassium and hydrochlorothiazide), dasloteqenalapril maleate); anti-inflammatory/analgesiekich
includeVioxx (rofecoxib) andArcoxia(etoricoxib), agents that specifically inhibit t8€©X-2 enzyme, which is responsible for pain anthimimation
(“coxibs™); an osteoporosis produ€ipsamaxalendronate sodium), for treatment and preverdfarsteoporosis; a respiratory produsingulair
(montelukast sodium), a leukotriene receptor amigdor treatment of asthma and for relief of syomps of seasonal allergic rhinitis;
vaccines/biologicals, of whickl-M-R Il (measles, mumps and rubella virus vaccine liviaxivax (varicella virus vaccine live), a live virus vaceifor
the prevention of chickenpox, aRé&combivax HBhepatitis B vaccine [recombinant]) are the largedling; anti-bacterial/anti-fungal products, whic
includesPrimaxin (imipenem and cilastatin sodium), as well as ngweductsCancidas(caspofungin acetate) ahavanz(ertapenem sodium);
ophthalmologicals, of whicRosopt(dorzolamide hydrochloride and timolol maleate dwaihinic solution) and
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Trusopt(dorzolamide hydrochloride ophthalmic solution) #re largest-selling; a urology produBtoscar(finasteride), for treatment of symptomatic
benign prostate enlargement; and HIV products, whicludeCrixivan (indinavir sulfate) anétocrin(efavirenz), for the treatment of human
immunodeficiency viral infection in adults.

Other primarily includeMaxalt (rizatriptan benzoate), for the treatment of acnigraine headaches in adulBppecia(finasteride), for the treatme
of male pattern hair loss, and other non-promotedyrcts and pharmaceutical and animal health sugas to the Company’s joint ventures and
revenue from the Company’s relationship with Astagca LP, primarily relating to saleshéxium(esomeprazole magnesium) a@nidlosec
(omeprazole).

In January 2003, the U.S. Food and Drug Adstiation (“FDA”) approvedCancidas, the Company’s once-daily intravenous anti-furgaticine
for the treatment of candidemia (bloodstream indéegtand the following candida infections: intradaiminal abscesses, peritonitis (infections withia t
lining of the abdominal cavity) and pleural spagiections (infections within the lining of the lunghlso in January 2003, the Company announced that
the FDA approvedingulairfor the relief of symptoms of seasonal allergiaitié in adults and children as young as 2 yeawsgef

In March 2003, the FDA approv&snendaprepitant), the first member in a new class ofliciaes, to be used in combination with other anti-
vomiting medicines to help prevent the acute aridydel nausea and vomiting associated with initi@ eepeat courses of highly emetogenic cancer
chemotherapy, including high-dose cisplatin. Alsdiarch 2003, the FDA approvéibzaaras the first and only hypertension medicine in@idab
reduce the risk of stroke in patients with hypesten and left ventricular hypertrophy (“LVH"). Theew indication is based on the landmark Losartan
Intervention for Endpoint Reduction in Hypertensgindy (“LIFE"). The LIFE study, witfCozaar, marks the first time an antihypertensive treatimen
regimen has demonstrated a reduction in the risitroke versus another antihypertensive treatnegyiren in hypertensive patients with LVH. In the
LIFE study, black patients with hypertension andH_Kad a lower risk of stroke on atenolol thanGozaar.

In April 2003, the FDA approved changes toghescribing information foZocorto include results from the landmark Heart Protecstudy with
Zocor40 mg, which is now recommended, along with digtthee starting dose f@ocorfor people with coronary heart disease or diab&esor40 mg
is the first and only cholesterwering medication proven to reduce the risk adhattack and stroke in people with heart diseasBabetes regardle
of cholesterol level.

Acquisitions— On February 23, 2004, the Company announcedtthatl agreed to acquire Aton Pharma, Inc., a pelyaheld biotechnology
company focusing on the development of novel treatsfor cancer and other serious diseases. (Sepade 10.)

In January 2003, the Company, through its Whmlned subsidiary, MSD (Japan) Co., Ltd., launttheender offer to acquire, for an estimated
aggregate purchase price of $1.5 billion, the reingi49% of the common shares of Banyu Pharmaad@ic., Ltd. (“Banyu”) that it did not already
own. In October 2003, the Company announced thiieatlose of the final count of shares in its sectender offer for all remaining shares in Banyu,
the Company owned 99.4% of the outstanding shdrBammyu common stock. Japan is the world’s secangkist pharmaceutical market.

In July 2001, the Company acquired Rosettaanmatics, Inc., a publicly-held Washington basddrimational genomics company that designs and
develops unique technologies to efficiently analgeae data to predict how medical compounds widract with different kinds of cells in the body.

Joint Ventures— In 1982, the Company entered into an agreemehtAgtra AB (“Astra”) to develop and market Astreogucts in the United
States. In 1994, the Company and Astra formed aalBgowned joint venture that developed and madenost of Astra’s new prescription medicines
in the United States includirigrilosec, the first of a class of medications known asgmgiump inhibitors, which slows the production oidafrom the
cells of the stomach lining.

In 1998, the Company and Astra restructuredamt venture whereby the Company acquired Astirasterest in the joint venture, renamed KBI Inc.
("KBI"), and contributed KBI's operating assetsamew U.S. limited partnership named Astra Pharotazs, L.P. (the “Partnership”), in which the
Company maintains a limited partner interest. Tadriership, renamed AstraZeneca LP, became thasixeldistributor of the products for
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which KBI retained rights. The Company earns carRartnership returns as well as ongoing revensecdan sales of current and future KBI products.
The Partnership returns include a priority returovped for in the Partnership Agreement, variabkeirns based, in part, upon sales of certain forme
Astra USA, Inc. products, and a preferential ren@presenting the Company’s share of undistribBdnership GAAP earnings. In conjunction with
the 1998 restructuring, for a payment of $443.0iom) Astra purchased an option to buy the Compaimterest in the KBI products, excluding the
Company’s interest in the gastrointestinal medexiumandPrilosec. The Company also granted Astra an option (thet&hOption”) to buy the
Company’s common stock interest in KBI, at an eiserprice based on the net present value of esthfature net sales dfexiumandPrilosec.

In April 1999, Astra merged with Zeneca Grdlp, forming AstraZeneca AB (“AstraZeneca”). Asesult of the merger, in exchange for the
Companys relinquishment of rights to future Astra produstth no existing or pending U.S. patents at theetof the merger, Astra paid $967.4 milli
which is subject to a true-up calculation in 200&8ttmay require repayment of all or a portion @ imount. The merger also triggers a partial
redemption of the Company’s limited partner inteie2008. Furthermore, as a result of the merf§ystraZeneca'’s option to buy the Company’s interest
in the KBI products is exercisable in 2010 and@uwenpany has the right to require AstraZeneca tolage such interest in 2008. In addition, the Share
Option is exercisable two years after Astra’s passhof the Company’s interest in the KBI products.

In 1989, the Company formed a joint venturthwibhnson & Johnson to develop, market and matureaconsumer health care products in the
United States. This 50% owned joint venture wasaegpd into Europe in 1993, and into Canada in 1986.European extension currently markets and
sells over-the-counter pharmaceutical productgamée, Germany, Italy, Spain and the United Kingd8ignificant joint venture products aPepcid
AC (famotidine), an over-the-counter form of the Compa ulcer medicatioPepcid(famotidine), as well aBepcid Completen over-the-counter
product which combines the Company’s ulcer medicatvith antacids (calcium carbonate and magnesiyoinaxide). On February 27, 2004, the
Company announced its intention to sell to Johi&dohnson its interest in the European joint veatwhich is discussed on page 8 undiestitures.

Effective April 1992, the Company, through terck Vaccine Division, and Connaught Laboratqrles. (now Aventis Pasteur), agreed to
collaborate on the development and marketing oflination pediatric vaccines and to promote selecsetines in the United States. The research and
marketing collaboration enables the companies & {heir resources to expedite the developmentotines combining several different antigens to
protect children against a variety of diseaseduding Haemophilus influenzae type b, hepatitigiiphtheria, tetanus, pertussis and poliomyeliti$ilé/
combination vaccine development efforts continugeurhis Agreement, no vaccines are currently bpiognoted.

In 1994, the Company, through the Merck Vaediivision, and Pasteur Mérieux Connaught (now AigePasteur) formed a joint venture to market
human vaccines in Europe and to collaborate irdéwelopment of combination vaccines for distribatio the then existing European Union (“EW@ind
the European Free Trade Association. The CompathyAaantis Pasteur contributed, among other thitigsr European vaccine businesses for equal
shares in the joint venture, known as Pasteur MgMéSD, S.N.C. (now Aventis Pasteur MSD, S.N.CheToint venture is subject to monitoring by
EU, to which the partners made certain undertakimgsturn for an exemption from European CompatitLaw, effective until December 2006. The
joint venture maintains a presence, directly ootigh affiliates or branches in Belgium, Italy, Gamy, Spain, France, Austria, Ireland, Sweden ae
United Kingdom, and through distributors in thetr@fsEurope.

In 1997, the Company and Rhéne-Poulenc S.Abdoed their respective animal health and pouleyedics businesses to form Merial Limited
(“Merial™), a fully-integrated animal health compgrwhich is a standlone joint venture, equally owned by each partgri®l provides a comprehens
range of pharmaceuticals and vaccines to enhaedacidth, well-being and performance of a wide eanfganimal species. In December 1999, Rhéne-
Poulenc S.A.’s interest in Merial was acquired byeAtis S.A., a corporation formed by the mergeRbbne-Poulenc S.A. and Hoechst A.G.
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In 2000, the Company and Schering-Plough Qatjmm (“Schering-Plough”gntered into agreements to create separate equellyd partnerships-
develop and market in the United States new pratsoni medicines in the cholesterol-management asgiratory therapeutic areas. In December 2001,
the Company and Schering-Plough announced the wialddexpansion (excluding Japan) of the cholesterahagement partnership. In October 2002,
Merck/Schering-Plough Pharmaceuticals (“MSP”) anmaad the FDA approval dietia(ezetimibe). The once-daily tablet #étial0 mg was approved
for use either by itself or together with a statimeduce LDL cholesterol and total cholestergbatients with high cholesterol. Marketing approwals
received in October 2002 in Germany under the breamdeEzetrolfor use alone and with all marketed statins forttkatment of elevated cholesterol
levels. In 2003, following the successful completad the European Union Mutual Recognition ProcedtiMRP”), Ezetrolhad been launched in five
European countries — Germany, the United Kingdowitzerland, Sweden and the Netherlands. With thepetion of the MRP process, the 15 EU
member states, as well as Iceland and Norway, i@t gational marketing authorization with unifieteling forEzetrol.In the EU,Ezetrolwill be
indicated in co-administration with a statin asuadgive therapy to diet for use in patients withmary hypercholesterolemia who are not appropryatel
controlled with a statin alon&zetrolas monotherapy will be indicated as adjunctiveapgrto diet for use in patients with primary hypgeresterolemii
in whom a statin is considered inappropriate oroistolerated. In additiorzetrolas monotherapy will be indicated as adjunctiveahegito diet for use
in patients with homozygous familial sitosteroleraiad co-administered with a statin for use in pasievith homozygous familial hypercholesterolemia.
In September 2003, MSP submitted to the FDA fondaad review a New Drug Application (“NDA”) farytorin, an investigational cholesterol
lowering medicine, which contains the active ingeats of bothZetiaandZocor, as adjunctive to diet, for the reduction of hyghelesterolemia
(elevated cholesterol levels). In November 2008,fiing was accepted by the FDA for standard revi8imilar applications have been filed in other
countries outside the United States.

Competition— The markets in which the Company’s pharmaceubaalness is conducted are highly competitive dtehdighly regulated. Global
efforts toward health care cost containment coetitauexert pressure on product pricing and access.

Such competition involves an intensive seéoctiechnological innovations and the ability torket these innovations effectively. With its long-
standing emphasis on research and developmer@ampany is well prepared to compete in the seaictethnological innovations. Additional
resources to meet competition include quality canflexibility to meet customer specifications, efficient distribution system and a strong techhic
information service. The Company is active in adggiand marketing products through joint ventuard licenses and has been refining its sales and
marketing efforts to further address changing ifgusonditions. To enhance its product portfollee Company continues to pursue external alliances,
from early-stage to late-stage product opportusiiiiecluding joint ventures and targeted acquisgidHowever, the introduction of new products and
processes by competitors may result in price réglostand product replacements, even for productepted by patents. For example, the number of
compounds available to treat diseases typicallsegmes over time and has resulted in slowing tbethrin sales of certain of the Company’s products.

In addition, particularly in the area of humararmaceutical products, legislation enactedlistates in the U.S. allows, encourages or, ina fe
instances, in the absence of specific instructfoore the prescribing physician, mandates the usgearieric” products (those containing the samevacti
chemical as an innovator’s product) rather thamafidrname’products. Governmental and other pressures towerdispensing of generic products h
significantly reduced the sales of certain of tlmmpany’s products no longer protected by patentsh) asvVasoteandVaseretiqenalapril maleate in
combination with hydrochlorothiazidejhe U.S. rights to which have been sdtdnivil (lisinopril) andPrinzide(lisinopril in combination with
hydrochlorothiazide)PepcidandMevacor(lovastatin), and slowed the growth of certain ofwducts.

Distribution— The Company sells its human health products piiyn@ drug wholesalers and retailers, hospitalsiics, government agencies and
managed health care providers such as health maimte organizations and other institutions. Vaccare also sold directly to physicians. The
Company’s professional representatives
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communicate the effectiveness, safety and valukeo€ompany’s products to health care professidngsivate practice, group practices and managed
care organizations.

In the fourth quarter of 2003, the Companylenpented a new distribution program for U.S. whaless to moderate the fluctuations in sales caused
by wholesaler investment buying and improve efficies in the distribution of Company pharmaceutiwalducts. The new program has lowered
previous limits on average monthly purchases of Gamy pharmaceutical products by U.S. customersrallvenplementation of the new U.S.
wholesaler distribution program had an estimate@D3¥ to $750.0 million unfavorable impact on coigated revenues with an estimated $500.0 mi
unfavorable effect odocorsales.

Raw Materials— Raw materials and supplies are normally availablguantities adequate to meet the needs of timep@oy’s business.

Government Regulation and InvestigationThe pharmaceutical industry is subject to globgutation by regional, country, state and local aiEs
Of particular importance is the FDA in the Unite@t8s, which administers requirements coveringakeng, approval, safety, effectiveness,
manufacturing, labeling and marketing of prescoipgpharmaceuticals. In many cases, the FDA reqenesrhave increased the amount of time and
money necessary to develop new products and brerg to market in the United States. In 1997, thedrend Drug Administration Modernization Act
was passed and was the culmination of a comprereslegislative reform effort designed to streamliegulatory procedures within the FDA and to
improve the regulation of drugs, medical devices fmod. The legislation was principally designecisure the timely availability of safe and effeeti
drugs and biologics by expediting the premarkeiesg\process for new products. A key provision @& bbgislation is the re-authorization of the
Prescription Drug User Fee Act of 1992, which pésrtiie continued collection of user fees from pripion drug manufacturers to augment FDA
resources earmarked for the review of human drpgigtions. This helps provide the resources neegds ensure the prompt approval of safe and
effective new drugs.

In the United States, the government madefgignt progress in expanding health care accesnbyting the Medicare Prescription Drug,
Improvement and Modernization Act of 2003, whichsveggned into law in December 2003. This statutisgufescription drug coverage to Medicare
beginning in 2006 and a voluntary drug discountdar Medicare beneficiaries effective in June 20@4plementation of the new benefit will support
the Company’s goal of improving access to mediclesxpanding insurance coverage, while presemiagket-based incentives for pharmaceutical
innovation. At the same time, the benefit is des@jto assure that prescription drug costs willdr@rolled by competitive pressures and by encouaragi
the appropriate use of medicines. The Companyaianta leadership role in contributing to the sesad the new Medicare-endorsed discount cards by
offering to provide its medicines free during 2@G0% 2005 for low-income Medicare beneficiaries wetbaust their $600 transitional assistance
allowance in Medicare-endorsed drug discount carlis action is consistent with the Company’s ldagding Patient Assistance Program, which
provides free medicines to patients in the Uniteate who lack drug coverage and cannot afford thedicines.

In addressing cost containment outside of @i, the Company has made a continuing efforetoahstrate that its medicines can help save ao
overall patient health care. In addition, pricitexibility across the Company’s product portfoliashencouraged growing use of its medicines and
mitigated the effects of increasing cost pressures.

For many years, the pharmaceutical industsylie®en under federal and state oversight with ppeoxal process for new drugs, drug safety,
advertising and promotion, drug purchasing and beisement programs and formularies variously unelddew. The Company believes that it will
continue to be able to conduct its operationsyigiclg the introduction of new drugs to the markethis regulatory environment. One type of federal
initiative to contain federal health care spendsthe prospective or “capitated” payment systerat implemented to reduce the rate of growth in
Medicare reimbursement to hospitals. Such a systablishes in advance a flat rate for reimbursefoerealth care for those patients for whom the
payer is fiscally responsible. This type of payms&ydtem and other cost containment systems arenid&ly used by public and private payers and have
caused hospitals, health maintenance organizatiot®ther customers of the Company to be moreamseious in their
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treatment decisions, including decisions regardlirgmedicines to be made available to their patieftte Company continues to work with private and
federal employers to slow increases in health casts. Further, the Company’s efforts to demorstiat its medicines can help save costs in other
areas, and pricing flexibility across its produottfolio, have encouraged the use of the Compamgdicines and have helped offset the effects of
increasing cost pressures.

Also, federal and state governments have pdrswethods to directly reduce the cost of drugsvaiedines for which they pay. For example, federal
laws require the Company to pay specified rebatemedicines reimbursed by Medicaid, to providedists for outpatient medicines purchased by
certain Public Health Service entities and “disjpmdienate share” hospitals (hospitals meeting @ecteria), and to provide minimum discounts of
24% off of a defined “non-federal average manufamtprice” for purchases by certain componentheffederal government such as the Department of
Veterans Affairs and the Department of Defense.

Initiatives in some states seek rebates bettlwmdhinimum required by Medicaid legislation, onge cases for patients beyond those who are digibl
for Medicaid. Under the Federal Vaccines for Chaluentittement program, the U.S. Centers for Dis€xntrol and Prevention (“CDC") funds and
purchases recommended pediatric vaccines at acpaéaltor price for the immunization of Medicaidgédie, uninsured, native American and certain
underinsured children. The Company was awarded €@fracts in 2003 for the supply of $345.7 millimfrpediatric vaccines for this program (and a
monovalent component of certain of such vaccines).

Outside the United States, the Company eneosisimilar regulatory and legislative issues irstad the countries where it does business. Theoe
the primary thrust of governmental inquiry and actis toward determining drug safety and effectags) often with mechanisms for controlling the
prices of prescription drugs and the profits ofsgreption drug companies. The EU has adopted dwectoncerning the classification, labeling,
advertising, wholesale distribution and approvalifarketing of medicinal products for human usee Tompany'’s policies and procedures are already
consistent with the substance of these directivassequently, it is believed that they will not bany material effect on the Company’s business.

The Company is subject to the jurisdictiorvafious regulatory agencies and is, therefore eziltp potential administrative actions. Such axgio
may include seizures of products and other civil arfiminal sanctions. Under certain circumstanties Company on its own may deem it advisable to
initiate product recalls. The Company believes thshould be able to compete effectively withifstenvironment.

In addition, certain countries within the Bdcognizing the economic importance of the resebaded pharmaceutical industry and the value of
innovative medicines to society, are working witkdustry representatives and the European Commissigmoposals to complete the “Single Markiet”
pharmaceuticals and improve the competitive clinlateugh a variety of means including market delatipn.

There has been an increasing amount of fooysivacy issues in countries around the worldluding the United States and the EU. In the United
States, federal and state governments have pulsgisthtive and regulatory initiatives regardindigat privacy, including federal and recently issue
state privacy regulations concerning health infdioma which have affected the Company’s operations.

Patents, Trademarks and LicensesPatent protection is considered, in the aggregatiee of material importance in the Company’skating of
human health products in the United States andoist major foreign markets. Patents may cover prisqaer se, pharmaceutical formulations,
processes for or intermediates useful in the matwrf@ of products or the uses of products. Praiedtir individual products extends for varying joeis
in accordance with the date of grant and the |Bigadf patents in the various countries. The petten afforded, which may also vary from country to
country, depends upon the type of patent and @pesof coverage.

Patent portfolios developed for products idtroed by the Company normally provide market excitys Basic patents are in effect for the followin
major products in the United Statéscoxia, Cancidas, Comvdakaemophilus b conjugate and hepatitis B [recomiijnaaccine), Cosopt, Cozaar,
Crixivan, Emend, Fosamax,
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Hyzaar, Invanz, Maxalt, PedvaxHIBaemophilus b conjugate vaccindrimaxin, Propecia, Proscar, Recombivax HB, SlaguTimoptic-XE(timolol
maleate ophthalmic gel forming solutioifyusopt, Vioxx and ZocorA basic patent is also in effect in the Unitedt8s$ forZetia, which was developed
by the Merck/Schering-Plough Pharmaceuticals pestrij. A basic patent is also in effect fBustiva/Stocrirfefavirenz). Bristol-Myers Squibb, under
an exclusive license from the Company, s8lsstivain the United States, Canada and certain Europeantiges. The Company markeocrinin other
countries throughout the world. The basic patenAfiygrastat(tirofiban hydrochloride) in the United States veisested with the product in 2003. The
Company retains basic patents Agrgrastatoutside the United States.

In 2003 Zocorlost its basic patent protection in Canada ancgedountries in Europe, including the United Kingdand Germany, and the
Company experienced a declineZiocorsales in those countries. In 20@corwill lose its market exclusivity in the United Statand the Company
expects a decline in U.&ocorsales.

The FDA Modernization Act of 1997 (the “Modeation Act”), includes a Pediatric Exclusivity Rision that may provide an additional six months
of market exclusivity in the United States for icalions of new or currently marketed drugs, if @@raigreed upon pediatric studies are completatidy
applicant. These exclusivity provisions were rehavzed until October 1, 2007 by the “Best Pharroéicals for Children Act” passed in January 2002.
In 2003, the FDA granted an additional six monthmarket exclusivity in the United StatesRosamaxuntil February 2008, anBosamaxOnce Weekl
until January 2019. In addition, in 2004, the FDArged an additional six months of market excligii the United States fBrusoptuntil
October 2008 and tgioxxfor six months beyond its patent termination.

While the expiration of a product patent nolilyngesults in a loss of market exclusivity for tbevered pharmaceutical product, commercial benefit
may continue to be derived from: (i) later-granpedents on processes and intermediates relatbeé tmast economical method of manufacture of the
active ingredient of such product; (i) patentstielg to the use of such product; (iii) patentatial to novel compositions and formulations; aindlit
the United States, market exclusivity that may \edlable under federal law. The effect of produatemt expiration on pharmaceutical products also
depends upon many other factors such as the nafttine market and the position of the product inhie growth of the market, the complexities and
economics of the process for manufacture of theeatgredient of the product and the requiremenhtsew drug provisions of the Federal Food, Drug
and Cosmetic Act or similar laws and regulationstimer countries.

Additions to market exclusivity are soughttie United States and other countries throughetdlvant laws, including laws increasing patent life
Some of the benefits of increases in patent lifeeHzeen partially offset by a general increaséénrtumber of, incentives for and use of generic
products. Additionally, improvements in intellectpaoperty laws are sought in the United Statesahdr countries through reform of patent and other
relevant laws and implementation of internation@aties.

Worldwide, all of the Company’s important puatls are sold under trademarks that are considerbe aggregate to be of material importance.
Trademark protection continues in some countrideras as used; in other countries, as long astergid. Registration is for fixed terms and can be
renewed indefinitely.

Royalties received during 2003 on patent amakhow licenses and other rights amounted to $86ll&n. The Company also paid royalties
amounting to $757.7 million in 2003 under paterd &now-how licenses it holds.

Divestitures— On February 27, 2004, the Company announcedtthatl signed a definitive agreement with Johnsado&nson for Johnson &
Johnson to buy the Company’s 50 percent equityestakheir European non-prescription pharmacesifaht venture.

In 2003, the Company sold its U.S. right&ggrastat(tirofiban hydrochloride injection) to Guilford Phlmaaceuticals Inc. (“Guilford”), including the
basic U.S. product patents (but not process patertthe product.




Table of Contents

In 2002, the Company sold its U.S. right¥asotec, VaseretiandVasotec 1.V. Injectiofenalaprilat) to Biovail Laboratories Incorporated
(“Biovail”), a subsidiary of Biovail Corporation.tAhe same time, the Company’s Canadian subsidideyck Frosst Canada & Co. (“Merck Frosst”)
and Biovail entered into a supply agreement undeclvMerck Frosst agreed to supply Biovail for animium of five years with bulk tablets of
formulated enalapril maleate and enalapril maleatmmbination with hydrochlorothiazide for distiion by Biovail in the United States ¥gsotecanc
Vaseretic.The basic product patents ¥asotecandVaseretichad expired in the United States prior to thesesaations.

Research and Development

The Company'’s business is characterized byntheduction of new products or new uses for éxgsproducts through a strong research and
development program. Approximately 12,800 peopéeeanployed in the Company’s research activitiepeditures for the Company’s research and
development programs were $3.2 billion in 20037 $4lllion in 2002 and $2.5 billion in 2001 and a&wimated to increase at a low-teen percentage
growth rate over the full-year 2003 expense in 200% Company maintains its ongoing commitmenetearch over a broad range of therapeutic area:
and clinical development in support of new produttstal expenditures for the period 1994 through6xceeded $20.2 billion with a compound
annual growth rate of 10%.

The Company maintains a number of ldegn exploratory and fundamental research progiarm®logy and chemistry as well as research prog
directed toward product development. Projects edl& human health are being carried on in vari@ds such as bacterial, fungal, and viral infecs,
cardiovascular disease and atherosclerosis, catiabgetes, obesity, neurodegenerative diseasehiasgic disease, pain and inflammation, immunology,
respiratory diseases, ophthalmology, respiratasgaties, osteoporosis and men/women health progeadwsparasitic and ectoparasitic diseases,
companion animal diseases, and production improméme

In the development of human health produotstry practice and government regulations inthged States and most foreign countries provigh
the determination of effectiveness and safety @f deemical compounds through preclinical tests@mdrolled clinical evaluation. Before a new drug
may be marketed in the United States, recordedatafaeclinical and clinical experience are incldidiethe NDA or the biological Product License
Application (“PLA”) to the FDA for the required appval. The development of certain other productdss subject to government regulations covering
safety and efficacy in the United States and mangigin countries. There can be no assurance tt@nhaound that is the result of any particular
program will obtain the regulatory approvals neaeggor it to be marketed.

The Company’s late-stage pipeline candidatelside novel vaccines for human papillomavirus (VPand the pain associated with shingles, and
RotaTec, a vaccine for rotavirus-a highly contagious vitinat is the most common cause of severe gastmitenie infants and young children. The
Company expects to file PLAs with the FDA for thélseee novel vaccine candidates in the secondai@005. There are competing claims to
intellectual property in the HPV field, but the Cpamy is confident that the claims will not delag tBompany’s program. The Company expects to
submit a PLA to the FDA for itBroQuadvaccine, a pediatric combination vaccine for megsteumps, rubella and chickenpox, in the seconfdofial
2004.

The Company is also studying a DP-1V inhihitoiglucose-lowering mechanism, used alone andritbination for the treatment of Type Il diabetes.
The Company plans to enter Phase Ill clinical rigith this investigational compound in the secquodrter of 2004 and expects to submit an NDA ti
FDA in 2006.

The Company’s early-stage pipeline includeslidates in each of the following areas: diabeibssity, Alzheimer’s disease, respiratory disease,
coronary heart disease, rheumatoid arthritis arcdinas.

The Company supplements its internal reseaitthan aggressive licensing and external allisstcategy focused on the entire spectrum of
collaborations from early research to late-stagamminds, as well as new technologies. In 2003Cthrapany completed 47 significant transactions,
including research collaborations, preclinical atinical compounds, and technology transactionan$actions completed in 2003 include agreements
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with the following companies: GenPath, for canéemnrad, for respiratory disease; Neurogen, for pairg Actelion, for cardiovascular disease.

On February 10, 2004, the Company announcedtthad entered into an agreement with H. Lunkl#¥& (“Lundbeck”) to develop and
commercialize in the United States gaboxadol, agmmd licensed to Lundbeck by a third party thatigently in Phase Il development for the
treatment of sleep disorders. Under the termseftireement, Lundbeck will receive an initial papiref $70.0 million and up to $200.0 million in
additional milestone payments. The Company and haokl will jointly complete the ongoing Phase liinetal program, with the Company funding the
majority of the remaining development activitieheTCompany anticipates that it will file an NDA tvithe FDA between late 2006 and mid-2007.
Following FDA approval, the companies plan to corpote gaboxadol in the United States. Lundbecknedkive a share of gaboxadol sales in the
United States.

On February 23, 2004, the Company announc&dtthad agreed to acquire Aton Pharma, Inc. (hAtoa privately held biotechnology company
focusing on the development of novel treatmentcéorcer and other serious diseases. Consideratidghd acquisition will consist of upfront and
contingent payments based upon the regulatongfitimd approval and sales of products. Aton’s cdihpipeline of histone deacetylase inhibitors
represents a class of anti-tumor agents with piatieior efficacy based on a novel mechanism ofcerctAton’s lead product candidate, known as
suberoylanilide hydroxamic acid, has been extehssteidied in Phase | clinical trials and is cuthein Phase Il clinical trials for the treatmerit o
cutaneous T-cell ymphoma. The Company expectsitaptete the acquisition of Aton in the first quareé 2004.

The chart below reflects the Company’s redepipeline as of March 1, 2004. Candidates showPhase Il include specific products. Candidates
shown in Phase | and Il include the most advanoatpbound with a specific mechanism in a given theutip area. Back-up compounds, regardless of
their phase of development, additional indicationthe same therapeutic areas and additional ktensions or formulations for in-line products ac#
shown. Preclinical areas shown are those wher€dinepany has initiated Good Laboratory Practiced PG studies in compounds with mechanisms
distinct from those in Phase | and Il. The Comparmprograms are generally designed to focus onelieldpment of novel medicines to address large,
unmet medical needs.
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Preclinical Phase | Phase Il Phase IlI
Diabetes Diabetes
c-3347 Obesity Vaccines
Atherosclerosis Obesity c-2735 Pediatric Combination
c-2624 Alzheimer’s Diseast Vaccine
Parkinson’'s Diseast ¢-5093 c-9136 ProQuad
Atherosclerosis Urinary Incontinence Rotavirus
Pain c-8834 c-3048 RotaTec
Alzheimer’s Diseast Respiratory Disease Shingles
Anxiety c-7617 c-3885 Zoster vaccin
c-9138 Pos-Operative Nausee Human Papillomavirus

Osteoporosis
Cancer

Rheumatoid Arthritis
Glaucoma
Antibacterial

Vaccines

Multiple Sclerosis
c-6448
Pain
c-1246
Psychiatric Disease
c-9054
Respiratory Disease
c-3193
Rheumatoid Arthritis
c-4462
c-5997
AIDS
c-2507
Vaccines
HIV vaccine

2003 Submissions

and Vomiting
c-9280
Vaccines
Pediatric Combinatio

Cardiovascular
Vytorin

(Ezetimibe / Simvastatir

(submitted 3Q0z<

Arthritis / Analgesia

Arcoxia

(submitted 4Q0z

HPV vaccine

Diabetes
MK-0431 (2Q04

Sleep Disorders
MK-0928 (Gaboxadol

In February 2003, the Company announced timtd discontinued Phase Il clinical trials forléad GABA-Aa 2/ a 3 agonist compound for the
treatment of generalized anxiety. The Company iinaing its research in the field of anxiety thgbuthe ongoing study of other GABA agonist
molecules. The timing for the development of thetber molecules is not certain.

In April 2003, the Company announced thataswliscontinuing development of its lead Phosptsteliase-4 (PDE-4) inhibitor compound in Phase I
clinical trials for the treatment of asthma andattic obstructive pulmonary disease (COPD). The Camgps continuing its research in the field of
asthma and COPD through the ongoing study of d®é£-4 inhibitor molecules. The timing for the dey@hent of these other molecules is not certain.

In August 2003, the Company announced it hadipe Phase | clinical trials for its lead HIV égrase inhibitor compound on hold. The Company is
also continuing its research in the field of ineegg inhibitors through the ongoing study of otiegrase inhibitors. The timing for the developmant
these other molecules is not certain.

In November 2003, the Company announced theas discontinuing its Phase 11l clinical develamhprogram for its substance P antagonist
investigational product, MK-0869, for the treatmehtlepression. The Phase Ill clinical program waked because the compound failed to demonstrate

efficacy for the treatment of depression. The Camygamains committed to its neuroscience reseamrams.

Also in November 2003, the Company announbatlit was discontinuing its Phase Il clinical éepment program for its investigational product,
MK-0767, for the treatment of diabetes. The Companag
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developing MK-0767 in collaboration with Kyorin Aingaceutical Co., Ltd. The clinical program was &édlbecause recent findings in the Company’s
long-term safety assessment program identifiedeafoam of malignant tumors in mice. The clinicalavance of these findings in humans is unknown.
The Company is continuing its commitment to diabesearch and is currently studying a DP-IV irtbibfor diabetes. The Company plans to enter
Phase Il clinical trials with this investigationadmpound in the second quarter of 2004.

On February 21, 2003, Banyu announced a chafiy@ing with respect to the filing in Japan of BIDA for rofecoxib (Vioxx). In its press release,
Banyu stated that after reviewing clinical datawexulated to date, and at the recommendation oDtiganization of Pharmaceutical Safety and
Research, Banyu has agreed to conduct additiamdiestin Japanese patients to further support & filing. As a result of this decision, the NDA
filing which was originally planned to take place the end of March 2003 has been delayed. Banyhdustated that it will conduct the additional
studies as appropriate in support of filing thequiat.

On December 30, 2003, the Company submitted@A to the FDA forArcoxia. The Company’s NDA seeks indications Amncoxiafor the
treatment of osteoarthritis, rheumatoid arthritlsronic low back pain, acute pain, dysmenorrheateagouty arthritis and ankylosing spondylitis (a
painful condition of the spine). As of January 3004,Arcoxiahas been launched in 41 countries worldwide in gerdatin America and the Asia-
Pacific region. The FDA has informed the Comparat the FDA considers January 13, 2004 the effestid@nission date for the NDA because fiscal
year 2003 fees for a different medicine were noeieed by December 31, 2003. The FDA has inforrheddompany that unless the Company is
otherwise notified, the NDA will be accepted fdirfy on March 12, 2004.

In November 2003, the European Union’s Conerifor Proprietary Medicinal Products concludeddsprehensive review of the COX-2 selective
inhibitor class, which includégioxxandArcoxia, and confirmed that the medicines have a positalance of benefits and risks. The French
Transparency Commission, whose responsibilitiesideerecommending drug reimbursement levels in é&aafter review has retained its assessment
thatVioxxprovides a modest level of improvement relativaaa-steroidal anti-inflammatory drugs in terms afety.

All product or service marks appearing in typen different from that of the surrounding texé arademarks or service marks owned by or licetha
Merck & Co., Inc., its subsidiaries or affiliataad¢luding Zetia, a trademark owned by an entity of the Merck/SictgePlough Pharmaceuticals
partnership), except as not€tbzaarandHyzaarare registered trademarks of E.I. du Pont de Nesand Company, Wilmington, DE aRdilosecand
Nexiumare trademarks of the AstraZeneca group. The thB8einarks foWasotecandVasereticare owned by Biovail Laboratories Incorporated. The
U.S. trademark foAggrastatis owned by Guilford Pharmaceuticals Inc.

Employees

At the end of 2003, the Company had 63,200leyees worldwide, with 33,200 employed in the Uditates, including Puerto Rico. Approximail
25% of worldwide employees of the Company are sgweed by various collective bargaining groups.

In 2003, the Company accelerated its effarfsihdamentally lower its cost structure throughmpany-wide initiatives. In October 2003, the
Company announced the reduction of 4,400 positwhgh is expected to be completed in 2004. Whanptete, the cost reductions are expected to
generate annual savings of payroll and benefittsafs$250.0 to $300.0 million starting in 2005.

Environmental Matters

The Company believes that it is in compliaimcall material respects with applicable environtaéfaws and regulations. In 2003, the Company
incurred capital expenditures of approximately 84illion for environmental protection facilitieShe Company is also remediating environmental
contamination resulting from past industrial adtivat certain of its sites. Expenditures for reraéidh and environmental liabilities were $31.3
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million in 2003, and are estimated at $87.0 millfonthe years 2004 through 2008. These amountstioonsider potential recoveries from insurers or
other parties. The Company has taken an activematientifying and providing for these costs, amgnanagement’s opinion, the liabilities for all
environmental matters which are probable and redsgrestimable have been accrued. Although it tgossible to predict with certainty the outcome
of these environmental matters, or the ultimatéscoSremediation, management does not believeatimyateasonably possible expenditures that may be
incurred in excess of those provided should réswdtmaterial adverse effect on the Company’s fiigrposition, results of operations, liquidity or
capital resources.

Cautionary Factors that May Affect Future Results
(Cautionary Statements Under the Private Secultiiiggation Reform Act of 1995)

This report and other written reports and statements made from time to time by the Compaay oontain so-called “forward-looking statements,”
all of which are subject to risks and uncertainti@se can identify these forward-looking stateméntsheir use of words such as “expects,” “plans,”
“will,” “estimates,” “forecasts,” “projects” and ber words of similar meaning. One can also idertiBm by the fact that they do not relate strittly
historical or current facts. These statementsiketylto address the Company’s growth strategyarfial results, product approvals and development
programs. One must carefully consider any suclesstant and should understand that many factors @awlde actual results to differ materially from
Company’s forward-looking statements. These fadtmiide inaccurate assumptions and a broad vasfatyher risks and uncertainties, including some
that are known and some that are not. No forwaoltitay statement can be guaranteed and actual fregwdts may vary materially. Although it is not
possible to predict or identify all such factorey may include the following:

» Generic competition as product patents for séyeralucts have recently expired in the United &atnd other countries, including product patents
for Mevacor(U.S. - 2001)Prinivil and Prinzide(U.S. - 2001) an&/aseretiqU.S. - 2001). In 200 ocorlost its basic patent protection in Canada
and certain countries in Europe, including the eahiKingdom and Germany, and the Company experieackstline inZocorsales in those
countries. In 2006Zocorwill lose its market exclusivity in the United Statand the Company expects a decline in BoSorsales. In addition, the
U.S. patent covering omeprazole, the active ingm&dnPrilosec, which the Company supplies exclusively to Astrsea LP, expired in 2001, an
trial court held in October 2002 that one geneoimpany’s omeprazole product does not infringe them@any’s formulation patents with respect to
Prilosec. Under an agreement with AstraZeneca, the Compaesives supply payments at predetermined ratéiseod.S. sales of certain products
by AstraZeneca, most notatPrilosecandNexium.

 Increasec‘bran¢” competition in therapeutic areas important to tben@any' s lon¢-term business performanc

< The difficulties and uncertainties inherent immgroduct development. The outcome of the lengtity @mplex process of new product development
is inherently uncertain. A candidate can fail af atage of the process and one or more late-stagkigt candidates could fail to receive regulatory
approval. New product candidates may appear pragisi development but fail to reach the market beeaf efficacy or safety concerns, the
inability to obtain necessary regulatory approvtis,difficulty or excessive cost to manufacturd/anthe infringement of patents or intellectual
property rights of others. Furthermore, the safesewv products may prove to be disappointing aflddaeach anticipated level

» Pricing pressures, both in the United States anolaab including rules and practices of managed gaveps, judicial decisions and governmental
and regulations related to Medicare, Medicaid agalth care reform, pharmaceutical reimbursemenipaicthg in general

» As the Company previously announced in the foqutarter of 2003, it has taken actions to lowecdst structure including the elimination of
positions. Those actions will continue in 20

» Changes in government laws and regulations andrfecement thereof affecting the Comp’s business

« Efficacy or safety concerns with respect to ma#igroducts, whether or not scientifically jugtifj leading to product recalls, withdrawals or
declining sales
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« Legal factors, including product liability claimantitrust litigation and governmental investigas, environmental concerns and patent disputds wit
branded and generic competitors, any of which cpuéttlude commercialization of products or neg#yiedfect the profitability of existing product

» Lost market opportunity resulting from delays amdertainties in the approval process of the FDA faneign regulatory authoritie
 Increased focus on privacy issues in countriegrad the world, including the United States andBhk In the United States, federal and state
governments have pursued legislative and regulamnitigtives regarding patient privacy, includinegeral and recently issued state privacy

regulations concerning health information, whiclkdaffected the Compa’s operations

¢ Changes in tax laws including changes relateéti@daxation of foreign earnings, as well as thpdot of legislation capping and ultimately repeglin
Section 936 of the Internal Revenue Code (relatingarnings from the Compe’s Puerto Rican operation:

¢ Changes in accounting pronouncements promuldatestandardsetting or regulatory bodies, including the Finahéiccounting Standards Board ¢
the Securities and Exchange Commission, that arerael to the Compan

» Economic factors over which the Company has norogrihcluding changes in inflation, interest ragesl foreign currency exchange ra
This list should not be considered an exhaestiatement of all potential risks and uncertafti
Geographic Area and Segment Information

The Company'’s operations are principally maaagn a products basis with one reportable segritbetMerck Pharmaceutical segment which
includes products marketed either directly or tiglojoint ventures. Merck Pharmaceutical productssigi of therapeutic and preventive agents, sold by
prescription, for the treatment and preventionwhhan disorders.

The Company’s operations outside the UnitedeStare conducted primarily through subsidiaBedes worldwide by subsidiaries outside the United
States were 41% of sales in 2003, and 39% and 872802 and 2001, respectively.

The Company worldwide business is subject to risks of curyefhectuations, governmental actions and other gowveental proceedings abroad. 1
Company does not regard these risks as a detéor&nther expansion of its operations abroad. Hewethe Company closely reviews its methods of
operations and adopts strategies responsive t@otgaaconomic and political conditions.

In recent years, the Company has been expaiitdioperations in countries located in Latin Aioarthe Middle East, Africa, Eastern Europe and
Asia Pacific where changes in government policieseconomic conditions are making it possible fier Company to earn fair returns. Business in t
developing areas, while sometimes less stablersoiffigportant opportunities for growth over time.

Financial information about geographic areas @perating segments of the Company’s busindgssasporated by reference to pages 48 (beginning
with the caption “Segment Reporting”) and 49 of @@mpany’s 2003 Annual Report to stockholders.

Available Information

The Company’s Internet website addressvisv.merck.comThe Company will make available, free of chargtha “Investor Information” portion
of its website, its Annual Report on Form 10-K, Qeady Reports on Form 10-Q, Current Reports om#8¢K, and all amendments to those reports
filed or furnished pursuant to Section
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13(a) or 15(d) of the Securities Exchange Act d4,%s amended, as soon as reasonably practidedrisich reports are electronically filed with, or
furnished to, the Securities and Exchange Commissio

The Company's corporate governance guidelindghe charters of the Board of Directors' sinditag committees are available on the Company's
website atvww.merck.com/about/corporategovernaace all such information is available in print twysstockholder who requests it from the
Company.

Item 2. Properties.

The Company’s corporate headquarters is Iddat®Vhitehouse Station, New Jersey. The Compaplyssmaceutical business is conducted through
divisional headquarters located in Upper Gwynedit\Atest Point, Pennsylvania. Principal researchifi@si for human health products are located in
Rahway, New Jersey and West Point. The Companyhals@roduction facilities for human health produattnine locations in the United States and
Puerto Rico. Branch warehouses provide servicesitfirout the country. Outside the United Statesuidin subsidiaries, the Company owns or has an
interest in manufacturing plants or other propsriteAustralia, Canada, Japan, Singapore, SouilsgAfand other countries in Western Europe, Central
and South America, and Asia.

Capital expenditures for 2003 were $1,915 @ionicompared with $2,128.1 million for 2002. Imet United States, these amounted to
$1,307.8 million for 2003 and $1,565.2 million 2002. Abroad, such expenditures amounted to $6@8libn for 2003 and $562.9 million for 2002.

The Company and its subsidiaries own theingipial facilities and manufacturing plants und#esi which they consider to be satisfactory. The
Company considers that its properties are in ggataiing condition and that its machinery and epaipt have been well maintained. Plants for the
manufacture of products are suitable for theirridel purposes and have capacities and projecteditiap adequate for current and projected neeads fo
existing Company products. Some capacity of thatpls being converted, with any needed modificatto the requirements of newly introduced and
future products.

Item 3. Legal Proceedings.

The Company is involved in various claims &ghl proceedings of a nature considered normiéd tousiness, including product liability, intelteal
property, and commercial litigation, as well asitiddal matters such as antitrust actions.

Beginning in 1993, the Company was namedrinraber of antitrust suits, certain of which werditied as class actions, instituted by most of the
nation’s retail pharmacies and consumers in sewtasts, alleging antitrust violations. In 1994&4# actions, except for those pending in stateésour
were consolidated for pre-trial purposes in theefatlcourt in Chicago, lllinois. In 1996, the Compand several other defendants settled the federal
class action, which represented the single lamgrestp of claims. Since that time, the Company ledides! substantially all of the remaining cases on
satisfactory terms. The Company has not engagadyirconspiracy and no admission of wrongdoing wademor was included in any settlement
agreements. While it is not feasible to predictfthal outcome of the few remaining cases, in thmion of the Company, these proceedings should not
ultimately result in any liability which would haxeematerial adverse effect on the Company’s firemmsition, results of operations or liquidity.

As previously disclosed, the Company has lzekised by the U.S. Department of Justice thatiitvestigating marketing and selling activitiesthod
Company and other pharmaceutical manufacturersohinection with the investigation, as previouslsctiised, the government served a subpoena
Company for the production of documents relate@ampany marketing and sales activities. The sulbgpgerks substantially the same information as
the government has previously sought. The Compakypeworking with the government to respond agprately to this subpoena and other
informational requests. The Company has also redei/Civil Investigative Demand (“CID”) from thetdtney General of Texas. The CID seeks the
production of documents and other information rdgay the Companyg marketing and selling activities relating to Texéhe Company is working wi
the Texas Attorney General’s office to respond appately to the CID.

As previously disclosed, the Company was joimeongoing litigation alleging manipulation bygrmaceutical manufacturers of Average Wholesale
Prices ("AWP”), which are sometimes used in caltafes that determine public and private sector beimement levels. In 2002, the Judicial Panel on
Multi-District Litigation
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ordered the transfer and consolidation of all pegdederal AWP cases to federal court in Bostonsddahusetts. Plaintiffs filed one consolidatedsclas
action complaint, which aggregated the claims pnesly filed in various federal district court act®and also expanded the number of manufacturers to
include some which, like the Company, had not lefandants in any prior pending case. In May 2883 court granted the Company’s motion to
dismiss the consolidated class action and dismigs=@ompany from the class action case. Subsetmémt Company’s dismissal, the plaintiffs filed

an amended consolidated class action complainghwdiid not name the Company as a defendant. Thep@wmyrand thirty other pharmaceutical
manufacturers remain defendants in three similaxptaints pending in federal court in Massachudiééd by the New York Counties of Suffolk,
Rockland and Westchester. The Company believedhbae lawsuits are without merit and is vigorowsyending against them.

As previously disclosed, in January 2003,Uh®. Department of Justice notified the federalrtouNew Orleans, Louisiana that it was not goiog
intervene in a pending Federal False Claims Act ¢tlaat was filed under seal in December 1999 agdirsCompany. The court issued an order
unsealing the complaint, which was filed by a pbigsi in Louisiana, and ordered that the complainsé&rved. The complaint alleges that the Comany’
discounting ofPepcidin certain Louisiana hospitals led to increasesoists to Medicaid. The Company believes that timeptaint is without merit and
will vigorously defend against it.

Federal and state lawsuits involving numetiad&/idual claims, as well as some putative clag®oas, have been filed against the Company with
respect td/ioxx. Some of the lawsuits also name as a defendargrRfic., which markets a competing product. Certdithe lawsuits include
allegations regarding gastrointestinal bleedingdioaascular events and kidney damage. The lawhaits been filed in federal courts as well as in a
number of state courts. While cases in other jigigzhs are proceeding separately, the actiond filehe state courts of California and New Jetszye
been transferred to a single judge in each stateciordinated proceedings. The Company anticightesone or more of the lawsuits in various
jurisdictions may go to trial in the first half 2004. Litigation is inherently subject to uncertags and no assurance can be given on the outcbarey
given trial. However, the Company believes thaséhawsuits are without merit and will vigorouskfeind against them.

A number of purported class action lawsuitgehldeen filed by several individual shareholderi@United States District Court for the Eastern
District of Louisiana naming as defendants the Camypand several current or former officers of tlmnpany, and alleging that the defendants made
false and misleading statements regarding the CoypdrugVioxxin violation of the federal securities laws. Thaiptiffs request certification of a
class of purchasers of the Company’s common stetikden May 22, 1999 and October 22, 2003, and wegbecified compensatory damages and the
costs of suit, including attorney fees. The Compaeljeves that these lawsuits are without meritwilidvigorously defend against them.

The Company is a party in claims brought uritdlerConsumer Protection Act of 1987 in the UnKéagdom, which allege that certain children su
from a variety of conditions as a result of beirgasinated with various bivalent vaccines for mesaled rubella and/or trivalent vaccines for measles
mumps and rubella, including the CompanytsM-R Il. Other pharmaceutical companies have also beed.sThe claimants allege various adverse
consequences, including autism, with or withoulaimimatory bowel disease, epilepsy, diabetes, emtiéishencephalopathy and chronic fatigue
syndrome. In connection with those claims, eightlleases had been selected for a trial which weedséed to commence in April 2004: two against
Company, and six against other pharmaceutical campaThe trial of the eight cases is initially ified to issues of causation and defect on the
conditions of autistic spectrum disorders, withwithout inflammatory bowel disease. In early Segien2003, the Legal Services Commission
announced its decision to withdraw public fundifighe litigation brought by the claimants. This émn was confirmed on appeal by the Funding
Review Committee on September 30, 2003. The APK2trial date has been vacated and the claimsdtagnding the outcome of a February 2004
hearing on the judicial review of the funding withd/al decision. The Company believes that theseu#w are without merit and will vigorously defend
against them.

The Company is also a party to individual atas action product liability lawsuits and claimghe United States involving pediatric vaccinies.(
hepatitis B vaccine and haemophilus influenza typaccine) that
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contained thimerosal, a preservative used in vasci®ther defendants include vaccine manufactwieosproduced pediatric vaccines containing
thimerosal as well as manufacturers of thimerdaahese actions, the plaintiffs allege, among othimgs, that they have suffered neurological aife!
injuries as a result of having thimerosal introdliggo their developing bodies. The Company has lseecessful in having many of these cases either
dismissed or stayed on the ground that the Natigaatine Injury Compensation Program (“NVICP”) pituts any person from filing or maintaining a
civil action seeking damages against a vaccine faaturer for vaccineelated injuries unless a petition is first filedthe United States Court of Fede
Claims. A number of similar case$/M-R Il alone and/or thimerosal-containing vaccines)éhbeen filed in the United States Court of Fedétaims
under the NVICP for a determination first on geheeasation issues. The Company believes that thesriits and claims are without merit and will
vigorously defend against them in the proceedingshich it is a party.

From time to time, generic manufacturers adrpiaceutical products file Abbreviated New Drug Aggtions (“ANDAs”) with the FDA seeking to
market generic forms of Company products prioh®éxpiration of relevant patents owned by the GomgpGeneric pharmaceutical manufacturers
have submitted ANDASs to the FDA seeking to markethie United States a generic formFaisamax, PrilosecandVioxxprior to the expiration of the
Company’s (and AstraZeneca'’s in the casBrilbsec)patents concerning these products. The generic aoiegi ANDAs generally include allegations
of non-infringement, invalidity and unenforcealyilif the patents. Generic manufacturers have reddiDA approval to market a generic form of
Prilosec. The Company has filed patent infringement suitiederal court against companies filing ANDAs @mneric alendronate and rofecoxib, and
AstraZeneca and the Company have filed patennigdrinent suits in federal court against companiieg) fANDAs for generic omeprazole. Similar
patent challenges exist in certain foreign jurigdits. The Company intends to vigorously defengb@ents, which it believes are valid, against
infringement by generic companies attempting tokeiaproducts prior to the expiration dates of spatents. As with any litigation, there can be no
assurance of the outcomes, which, if adverse, aagldlt in significantly shortened periods of exility for these products.

A trial in the United States with respecthe tilendronate daily product concluded in Noven20&1. In November 2002, a decision was issued by
the U.S. District Court in Delaware finding the Guamy's patent valid and infringed. On October 32, the U.S. Court of Appeals for the Federal
Circuit affirmed the validity and infringement dfé Company’s basic U.S. patent covering the usgenidronate in any form. A request for rehearing
was denied. A trial in the United States involvihg alendronate weekly product was held in Mard32@n August 28, 2003, the U.S. District Court in
Delaware, upheld the validity of the Company’s Lp&tent covering the weekly administration of alemate. As a result of the court’s decision, the
patent is valid and infringed by Teva PharmacelsiciSA, Inc.’s (“Teva”) Abbreviated New Drug Appéton filing. The court’s decision has been
appealed by Teva.

In January 2003, the High Court of JusticeEogland and Wales held that patents of the Compastgcting the alendronate daily and weekly
products were invalid in the United Kingdom. On Mmber 6, 2003, the Court of Appeals of England\Mades affirmed the ruling by the High Court
of Justice for England and Wales. Protection aga@jeseric companies referencing the Company’s fdataeekly alendronate in the United Kingdom
may be available under the provisions of the lavictvigrant a period of exclusivity to the originabsnitter of such data. A generic company has sought
judicial review of a decision by the Licensing Aathy in the United Kingdom that it cannot rely upthe Compar’s weekly alendronate data to seek
approval of a generic alendronate 70 mg produdt temt years after approval of the Compasweekly alendronate product (which was grante2Dib0)
The Company has been served as an interestedgpatintends to take appropriate action to protsaights.

In the case of omeprazole, the trial couthimUnited States rendered an opinion in Octob8R 2(pholding the validity of the Company’s and
AstraZeneca’s patents covering the stabilized fdatian of omeprazole and ruling that one defendaotheprazole product did not infringe those
patents. The other three defendapte/ducts were found to infringe the formulationguds. In December 2003, the U.S. Court of Appeaishfe Federe
Circuit affirmed the decision of the trial court.itWrespect to certain other generic manufacturemseprazole products, no trial date has yet been se
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In the case of rofecoxib, an ANDA has beeedfiincluding allegations of non-infringement, indély and unenforceability of the Company’s
rofecoxib patents. As previously disclosed, the @any filed a patent infringement lawsuit in the tbeg Court of Delaware in August 2003. Trial has
been set for October 2005.

As previously disclosed, the Company has megned as a defendant in a number of purported ataim lawsuits, which have been consolidated
before a single judge and in a shareholder devieaiction, both of which involve claims relatedttie Company’s revenue recognition practice forireta
copayments paid by individuals to whom Medco Hepltvides pharmaceutical benefits. The class atdiasuit was amended to add claims agains
Company and Medco Health and certain of their efcand directors relating to rebates received bydd Health and Medco Health’s independent
status. The shareholder derivative action was asttwladd Arthur Andersen LLP as a defendant araditcertain new allegations, which relate to
claims that certain individual defendants breadhed fiduciary duty by failing to prevent the card at issue in the previously disclosed Gruer €ase
discussed below, the antitrust claims pending éNbrthern District of Illinois, and thgui tamactions in which the U.S. Attorney’s office for the
Eastern District of Pennsylvania has intervenednsg®edco Health. The complaint seeks monetaryadgs from those Company directors who are
defendants in the lawsuit in an unspecified amasnwell as injunctive and other relief. As parthe spin-off of Medco Health, Medco Health assumed
responsibility for a portion of potential damagesettlement payments paid, if any, in connectidth this litigation. The Company believes that #hes
lawsuits are without merit and will vigorously dafeagainst them.

Prior to the spin-off of Medco Health, the Quamy and Medco Health agreed to settle, on a eletisn basis, a series of lawsuits asserting vaiat
of the Employee Retirement Income Security Act (I€R"). The Company, Medco Health and certain piffisitcounsel filed the settlement agreement
with the federal district court in New York, wherases commenced by a number of plaintiffs, inclggiarticipants in a number of pharmaceutical
benefit plans for which Medco Health is the phanenefit manager, as well as trustees of suctsplzve been consolidated. The proposed class
settlement has been agreed to by plaintiffs in éi/the cases (the “Gruer Cases”) filed against ddddealth and the Company. Under the proposed
settlement, the Company and Medco Health have ddoeeay a total of $42.5 million, and Medco Heditts agreed to modify certain business prac
or to continue certain specified business practicea period of five years. The financial compdiwsais intended to benefit members of the settieme
class, which includes ERISA plans for which Medazalth administered a pharmacy benefit at any timeesDecember 17, 1994. In 2003, the court
preliminarily approved the settlement and has hdhéaring to hear objections to the fairness optbposed settlement from class member
representatives. Currently, certain class memtarsphave indicated that they will not participat¢he settlement. The court has not yet approved th
settlement or determined the number of class meplbes that have properly elected not to partigpathe settlement, if approved. The settlement
becomes final only if and when the district coudrgs final approval and all appeals have beerlvedoMedco Health and the Company agreed to the
proposed settlement in order to avoid the significast and distraction of protracted litigation.

The Gruer Cases, which are similar to claiesding against other pharmaceutical benefit masageged that Medco Health was an ERISA
“fiduciary” and that the Company was a “party-indrest"within the meaning of ERISA. The plaintiffs assdrthat the Company and Medco Health
breached duties and engaged in “prohibited traimsegtas a result of filling prescriptions with t®mpany’s drugs to increase the Company’s market
share, among other things. The plaintiffs demantatiMedco Health and the Company disgorge anywfolly obtained profits and other relief.

In addition, among the cases consolidatedew Nork, one plaintiff has also alleged, based sseatially the same factual allegations as the IGrue
Cases, that Medco Health and the Company havet@tbfaderal and state racketeering laws. A diffepdaintiff, seeking to represent California
citizens, has alleged that Medco Health and the g2om have violated California unfair competitiowlaAn attorney for one of the plaintiffs has
indicated that it may assert claims against Medealth, the Company and others to allege violatafrtee Sherman Act, the Clayton Act and various
state antitrust laws based on alleged conspirdgisgppress price competition and unlawful comlxmat allegedly resulting in higher pharmaceutical
prices.
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After the spin-off of Medco Health, Medco Hitahssumed substantially all of the liability expresfor the matters discussed in the foregoingethre
paragraphs. The Company believes that these cabied are being defended by Medco Health, are witinaerit.

In December 2003, the Virginia Department n¥iEonmental Quality (“VADEQ?”) issued a Notice ofidlation to the Company’s Elkton, Virginia
facility for air permit limit exceedances reporteylthe facility as a result of performance testi@ process train. The Company is currently in
discussions with VADEQ and believes that its disguss will result in capital improvements togethéth monetary sanctions which will be immaterial
but will exceed $100,000.

The Company is a party to a number of procegibrought under the Comprehensive EnvironmergapBnse, Compensation and Liability Act,
commonly known as Superfund and other federal tatd equivalents. These proceedings seek to reti@reperators of hazardous waste disposal
facilities, transporters of waste to the sites gaderators of hazardous waste disposed of atteéeetsiclean up the sites or, to reimburse the movent
for cleanup costs. The Company has been madeyatpahese proceedings as an alleged generatoastevdisposed of at the sites. In each case, the
government alleges that the defendants are joémityseverally liable for the cleanup costs. AltHojaint and several liability is alleged, these
proceedings are frequently resolved so that tleeation of cleanup costs among the parties mordynelects the relative contributions of the pesttc
the site situation. The Company’s potential liapiliaries greatly from site to site. For some sitespotential liability isle minimisand for others the
costs of cleanup have not yet been determined.aAth8 not feasible to predict the outcome of mahthese proceedings brought by federal or state
agencies or private litigants, in the opinion af thompany, such proceedings should not ultimagsylt in any liability which would have a material
adverse effect on the financial position, resultsgerations, liquidity or capital resources of @empany. The Company has taken an active role in
identifying and providing for these costs and sastounts do not include any reduction for anticidatroveries of cleanup costs from insurers, former
site owners or operators or other recalcitrantigta#y responsible parties.

There are various other legal proceedingsgcjpally product liability and intellectual propgrsuits involving the Company, which are pending.
While it is not feasible to predict the outcomeludse proceedings or the proceedings discussee ainahe opinion of the Company, all such
proceedings are either adequately covered by insarar, if not so covered, should not ultimatelsutein any liability that would have a material
adverse effect on the financial position, liquidityresults of operations of the Company. In additfrom time to time, federal or state regulasesk
information about practices in the pharmaceutiecdustry. While it is not feasible to predict theaame of any requests for information, the Company
does not expect such inquiries to have a matediase effect on the financial position, liquiddtyresults of operations of the Company.

Item 4. Submission of Matters to a Vote of Securitydolders.
Not applicable.
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Executive Officers of the Registrant (as of March 92004)
RAYMOND V. GILMARTIN — Age 63
June, 199-— Chairman of the Board (since November, 1994), Beggiand Chief Executive Offic
DAVID W. ANSTICE — Age 55

January, 2003 — President, Human Health — resplanfibthe Company'’s prescription drug busines3apan, Latin America,
Canada, Australia, New Zealand and the Com’s joint venture relationship with Scher-Plough

March, 2001 — President, The Americas and U.S. Hukhealth — responsible for one of the two pres@iptrug divisions
comprising U.S. Human Health, as well as the Comisaprescription drug business in Canada and Latirerica, and the
Compan’s joint venture relationship with Scher-Plough

January, 1997 — President, Human Health-The Amgreaesponsible for the Company’s human healthnassi in the United
States, Canada and Latin Amer

MARCIA J. AVEDON — Age 42
January, 200— Senior Vice President, Human Resour
September, 200— Vice President, Talent Management and Organizd&itectivenes:

Prior to September, 2002, Dr. Avedon held severaics human resources positions (1995 to 2002 )oaelwell International
(diversified manufacturing and technology compe

RICHARD T. CLARK — Age 58

June, 2003 — President, Merck Manufacturing Divisie responsible for the Company’s manufacturinfgrimation services
and operational excellence organizations worldv

January, 2003 — Chairman, President and Chief ExecOfficer, Medco Health Solutions, Inc. (Medceddth), formerly a
wholly-owned subsidiary of the Compa

January, 200— President, Medco Heal
June, 199 — Executive Vice President/Chief Operating Officereddo Healtt
CELIA A. COLBERT — Age 47
January, 199— Vice President, Secretary (since September, 1988Aasistant General Counsel (since November, 1

CAROLINE DORSA — Age 44

August, 2002 — Vice President and Treasurer — nesipte for the Company’s treasury and tax functi@msl for providing
financial support for the Merck Manufacturing an@fgk Research Laboratories Divisions as well as &uResource

September, 1999 — Vice President and Treasurersporssible for the Company’s treasury and tax femstiand for providing
financial support for the Asia Pacific Divisic

February, 199— Vice President and Treasurer (since January, 1— responsible for the Compa’s treasury and tax functio
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KENNETH C. FRAZIER — Age 49

December, 1999 — Senior Vice President and Ge@ahsel — responsible for legal and public aff&irsctions and The
Merck Company Foundation (a I-for-profit charitable organization affiliated with tl@mpany)

January, 199— Vice President and Deputy General Coul

RICHARD C. HENRIQUES JR. — Age 48

August, 2002 — Vice President, Controller — resjlolesfor the Corporate Controller’'s Group and pahrg financial support
for the Human Health operations in the United Stafanada, Latin America, Europe, the Middle Easica, Japan, and

Australia/New Zealand and the Merck Vaccine Diuis{¥VD)

November, 200+ Vice President, Controller — responsible for @arporate Controlles Group and providing financial supg
for U.S. Human Health, Canada and Latin Americae(Aimericas) and MVI

February, 1999 — Vice President, Controller (sidapuary, 1997) — responsible for the Corporate ©bet’s Group and
providing financial support for The Americ
PETER S. KIM — Age 45
January, 200— President, Merck Research Laboratories (M
February, 200— Executive Vice President, Research and DevelopnwiRt,
Prior to February, 2001, Dr. Kim served as Membdeghe Whitehead Institute (1985 — 2001), Profesddiology at the
Massachusetts Institute of Technology (1-2001), and Investigator of the Howard Hughes Mdditstitute (199(- 2001)

JUDY C. LEWENT — Age 55

January, 2003 — Executive Vice President, ChieaRamal Officer and President, Human Health Asiaesponsible for financial
and corporate development functions, internal &glittorporate licensing, the Company'’s prescriptioug business in Asia
North and Asia South, the Company’s joint ventwlationships, and Merck Capital Ventures, LLC, bsidiary of the

Company

February, 2001 — Executive Vice President and Chiledncial Officer — responsible for financial acarporate development
functions, internal auditing, corporate licensitige Compan’s joint venture relationships, and Merck Capitahitees, LLC

November, 200— Senior Vice President and Chief Financial Offieerresponsible for financial and corporate develeptn
functions, internal auditing, corporate licensitige Compan’s joint venture relationships, and Merck Capitahi/ees, LLC

January, 1997 — Senior Vice President (since Jgnd803) and Chief Financial Officer (since ApfiB90) — responsible for
financial and corporate development functions,rimeauditing and the Compe’s joint venture relationshig
ADEL MAHMOUD — Age 62
May, 1999— President, Merck Vaccine
November, 199+— Executive Vice President, Merck Vaccir
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MARGARET G. MCGLYNN — Age 44

January, 2003 — President, U.S. Human Health —oresiple for one of the two prescription drug digiss (hospital and
specialty product franchises) comprising U.S. HurHaalth (USHH), and the Managed Care Group of U¢

August, 2003— Executive Vice President, Customer Marketing anéss4&SHH

November, 199+ Senior Vice President, Worldwide Human Health Mérige
BRADLEY T. SHEARES — Age 47

January, 2003 — President, U.S. Human Healtresponsible for one of the two prescription drugsions (primary care prodt
franchises) comprising U.S. Human Health (USt

March, 2001 — President, U.S. Human Health — resiide for one of the two prescription drug divissofinospital and specialty
product franchises) comprising USF

July, 199&— Vice President, Hospital Marketing and Sales, U<
JOAN E. WAINWRIGHT — Age 43

January, 200— Vice President, Public Affair
June, 200(— Vice President, Corporate Communications, Publi@ifs

Prior to June, 2000, Ms. Wainwright was Deputy Cassioner for Communications at the U.S. Social Sigcddministration
(1994~ 2000)

PER WOLD-OLSEN — Age 56

January, 1997 — President, Human Health-EuropedMiBast & Africa — responsible for the Company'egeription drug
business in Europe, the Middle East and Africawanddwide human health marketil

All officelisted above serve at the pleasure of the BoaRirefctors. None of these officers was elected panmsto any
arrangement or understanding between the officeittae Board. There are no family relationships agnthe officers listed above.
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PART Il
Iltem 5. Market for Registrant’'s Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities.

The required information on market informatemd dividends is incorporated by reference to 28yef the Company’s 2003 Annual Report to
stockholders and the required information on thaloer of holders of the Company’s common stockdsiporated by reference to page 52 of the
Company’s 2003 Annual Report to Stockholders.

Item 6. Selected Financial Data.

The information required for this item is imporated by reference to the data for the lastfiseal years of the Company included under Redatts
Year and Year-End Position in the Selected Findmxada table on page 52 of the Company’s 2003 AhReport to stockholders.

Iltem 7. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.
The information required for this item is imporated by reference to pages 16 through 29 oftirapany’s 2003 Annual Report to stockholders.
Item 7A. Quantitative and Qualitative Disclosures Aout Market Risk.

The information required for this item is imporated by reference to pages 24 (beginning Wwithcption “Analysis of Liquidity and Capital
Resources”) to 26 of the Company’s 2003 Annual Repostockholders.

Item 8. Financial Statements and Supplementary Data
(a) Financial Statements

The consolidated balance sheet of Merck & @wm., and subsidiaries as of December 31, 20032804&, and the related consolidated statements of
income, of retained earnings, of comprehensivernreand of cash flows for each of the three yeatldrperiod ended December 31, 2003, and the
report dated February 20, 2004 of Pricewaterhousp@us LLP, independent auditors, are incorporayedtference to pages 30 through 49 and page 50,
respectively, of the Company’s 2003 Annual Repmstbckholders.

(b) Supplementary Data

Selected quarterly financial data for 2003 2662 are incorporated by reference to the dattagwed in the Condensed Interim Financial Dataetabl
on page 29 of the Company’s 2003 Annual Reportdokhiolders.

Item 9. Changes in and Disagreements with Accountason Accounting and Financial Disclosure.
Not applicable.
Item 9A. Controls and Procedures.

Management of the Company, with the partiégradf its Chief Executive Officer and Chief FingaldOfficer, evaluated the effectiveness of the
Company’s disclosure controls and procedures. Basdlbeir evaluation, as of the end of the periodeced by this Form 10-K, the Company’s Chief
Executive Officer and Chief Financial Officer haz@ncluded that the Company’s disclosure controtspocedures (as defined in Rules 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1884mended) are effective.

There have been no significant changes imnatecontrol over financial reporting, for the prticovered by this report, that have materiallyetéd
or are reasonably likely to materially affect, tbempany’s internal control over financial reporting
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PART Ill
Item 10. Directors and Executive Officers of the Rgistrant.

The required information on directors and muees is incorporated by reference to pages 8 thraigf the Company’s Proxy Statement for the
Annual Meeting of Stockholders to be held April 2004. Information on executive officers is settidn Part | of this document on pages 20 through
22.

The required information on the audit comneitfimancial expert is incorporated by referencpage 13 (under the heading “Financial Expert on
Audit Committee”) of the Company’s Proxy Statemfamtthe Annual Meeting of Stockholders to be hefatif27, 2004.

The required information on the identificatiofithe audit committee is incorporated by refeeetacpages 12 (under the caption “Board Commitees”
to 13 of the Company’s Proxy Statement for the Aaidieeting of Stockholders to be held April 27, 200

The required information on compliance wittct&m 16(a) of the Securities Exchange Act of 183ihcorporated by reference to page 41 (under the
caption “Section 16(a) Beneficial Ownership RepaytCompliance”) of the Company’s Proxy Statementlie Annual Meeting of Stockholders to be
held April 27, 2004.

The Company has adopted a Code of Cond@atr-Values and Standar@pplicable to all employees, including the printigeecutive officer,
principal financial officer, and principal accoumdi officer. The Code of Conduct is available on@wmmnpany’s website at
www.merck.com/about/corporategovernaacel in print to any stockholder who requests ie Tompany intends to post on this website any
amendments to, or waivers from, its Code of Conduct

Item 11. Executive Compensation.

The information required for this item is imporated by reference to pages 16 (under the caplompensation of Directors”) to 17, 22 (under the
caption “Compensation of the Chief Executive Offfigepages 23 to 25, 26 (beginning with the captidnnual Benefits Payable Under Merck & Co.,
Inc. Retirement Plans”) to 29, and page 15 (unldercaption “Compensation Committee Interlocks arsidler Participation”) of the Company’s Proxy
Statement for the Annual Meeting of Stockholderbadeld April 27, 2004.

Iltem 12. Security Ownership of Certain Beneficial @vners and Management and Related Stockholder Mattet.

Information with respect to securities authed for issuance under equity compensation plaime@porated by reference to pages 25 (beginning
with the caption “Equity Compensation Plan Inforioat) to 26 of the Company’s Proxy Statement far innual Meeting of Stockholders to be held
April 27, 2004. Information with respect to secuiiwnership of certain beneficial owners and mansagd is incorporated by reference to pages 18
(under the caption “Security Ownership of CertagnBficial Owners and Management”) to 19 of the Canys Proxy Statement for the Annual
Meeting of Stockholders to be held April 27, 2004.

Item 13. Certain Relationships and Related Transa@ains.

The information required for this item is imporated by reference to page 12 (under the cafflefationships with Outside Firms”) and page 29
(under the caption “Indebtedness of ManagementthefCompany’s Proxy Statement for the Annual Megtf Stockholders to be held April 27, 2004.

Item 14. Principal Accountant Fees and Services.

The information required for this item is imporated by reference to pages 31 (beginning \mighception “Pre-Approval Policy for Services of
Independent Auditors”) to 32 of the Company’s Pr&tstement for the Annual Meeting of Stockholderbe held April 27, 2004.
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PART IV
Iltem 15. Exhibits, Financial Statement Schedulesnal Reports on Form 8-K.
(a) Documents filed as part of this Form 10-K

1. Financial Statements

The following consolidated financial statents and report of independent auditors are pacated herein by reference to the Company’s
2003 Annual Report to stockholders, as noted o [28gof this documen

Consolidated statement of income for the yearsemrember 31, 2003, 2002 and 2!
Consolidated statement of retained earnings foyéaes ended December 31, 2003, 2002 and
Consolidated statement of comprehensive incomthtoyears ended December 31, 2003, 2002 and
Consolidated balance sheet as of December 31, 2002002
Consolidated statement of cash flows for the yeaded December 31, 2003, 2002 and =
Notes to consolidated financial stateme
Report of PricewaterhouseCoopers LLP, independatfitas

2. Financial Statement Schedule

Schedules are omitted because they are eitthieéequired or not applicabl

Financial statements of affiliates carried om dguity basis have been omitted because, condidetiwvidually or in the aggregate, such affiliates
not constitute a significant subsidiary.

3. Exhibits
Exhibit
Number Description
2.1 — Master Restructuring Agreement dated as of Jun&@9498 between Astra AB, Merck & Co., Inc., AstrarigleInc., Astra USA,
Inc., KB USA, L.P., Astra Merck Enterprises, In€BI Sub Inc., Merck Holdings, Inc. and Astra Phaomaticals, L.P.
(Portions of this Exhibit are subject to a reqdestonfidential treatment filed with the Commissje— Incorporated by
reference to Form -Q Quarterly Report for the period ended June 308:
3.1 — Restated Certificate of Incorporation of Merck &.Cimc. (September 1, 2000) — Incorporated by esfee to Form 10-Q
Quarterly Report for the period ended SeptembeB00
3.2 — By-Laws of Merck & Co., Inc. (as amended effectivebruary 25, 1997) — Incorporated by referencectarF10-Q Quarterly
Report for the period ended March 31, 1!
*10.1 — Executive Incentive Plan (as amended effective lralyr27, 1996) — Incorporated by reference to Fb@sK Annual Report

for the fiscal year ended December 31, 1

* Management contract or compensatory plan or arraage
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Exhibit
Number Description
*10.2 — Base Salary Deferral Plan (as adopted on Octohet335, effective January 1, 1997) — Incorporatgddierence to Form 10-
K Annual Report for the fiscal year ended Decenierl 996
*10.3 — Merck & Co., Inc. Deferral Program (amended andatesl November 19, 200
*10.4 — 1991 Incentive Stock Plan (as amended effectiveuzap 23, 1994) — Incorporated by reference to Fd@sK Annual Report
for the fiscal year ended December 31, 1
*10.5 — 1996 Incentive Stock Plan (as amended Novembet398) — Incorporated by reference to Form 10-Q GuigrReport for
the period ended June 30, 1¢
*10.6 — 2001 Incentive Stock Plan (amended and restatgd22412003) — Incorporated by reference to FornQLQuarterly Report
for the period ended September 30, 2
*10.7 — 2004 Incentive Stock Plan (amended July 22, 2003heerporated by reference to Registration State¢roeri-orm S-8
(No. 33:-109296)
*10.8 — Non-Employee Directors Stock Option Plan (as amendeldrestated February 24, 1998) — Incorporated fgreace to
Form 1(-K Annual Report for the fiscal year ended Decen8igr1997
*10.9 — 1996 Non-Employee Directors Stock Option Plan ¢asrded April 27, 1999) — Incorporated by referetacEorm 10-Q
Quarterly Report for the period ended June 30, :
*10.1C — 2001 Non-Employee Directors Stock Option Plan ¢asraded April 19, 2002) — Incorporated by referetacEorm 10-Q
Quarterly Report for the period ended June 30, :
*10.11 — Supplemental Retirement Plan (as amended effegtimaary 1, 1995) — Incorporated by reference tonFbd-K Annual
Report for the fiscal year ended December 31, -
*10.12 — Retirement Plan for the Directors of Merck & Cag¢.l (amended and restated June 21, 1996) — Inctgubby reference to
Form 1(-Q Quarterly Report for the period ended June 306:
*10.13 — Plan for Deferred Payment of Direct’ Compensation (amended and restated November 19)
10.1¢ — Limited Liability Company Agreement of Merck Capitéentures, LLC (Dated as of November 27, 2000)reorporated by
reference to Form -K Annual Report for the fiscal year ended Decen8igr200C
*10.15 — Offer Letter between Merck & Co., Inc. and PeteKin, dated December 15, 20
10.1¢€ — Amended and Restated License and Option Agreenaeatiis of July 1, 1998 between Astra AB and Adieeck Inc. —

Incorporated by reference to Form-Q Quarterly Report for the period ended June 308:

* Management contract or compensatory plan or arraage
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Exhibit
Number

10.1% —
10.1¢ —

10.1¢ —

10.2( —
10.21 —
10.22 —

10.22 —

12 —
13 —
14 —
21 —
23 —

24.1 —

24.2 —

31.1 —

31.2 —

32.1 —

32.2 —

Description

KBI Shares Option Agreement dated as of July 13199and among Astra AB, Merck & Co., Inc. and MeHpldings, Inc. —
Incorporated by reference to Form-Q Quarterly Report for the period ended June 308:

KBI-E Asset Option Agreement dated as of July 98By and among Astra AB, Merck & Co., Inc., Astdarck Inc. and
Astra Merck Enterprises In— Incorporated by reference to Form-Q Quarterly Report for the period ended June 308:

KBI Supply Agreement dated as of July 1, 1998 betwastra Merck Inc. and Astra Pharmaceuticals, (PBrtions of this
Exhibit are subject to a request for confidenti@htment filed with the Commission) — Incorporaksdreference to Form 1Q-
Quarterly Report for the period ended June 30, :

Second Amended and Restated Manufacturing Agreedated as of July 1, 1998 among Merck & Co., IAstra AB, Astra
Merck Inc. and Astra USA, In— Incorporated by reference to Form-Q Quarterly Report for the period ended June 308

Limited Partnership Agreement dated as of July9B8lbetween KB USA, L.P. and KBI Sub Inc. — Incagted by reference
to Form 1(-Q Quarterly Report for the period ended June 308:

Distribution Agreement dated as of July 1, 1998ueenn Astra Merck Enterprises Inc. and Astra Phaeuteals, L.P. —
Incorporated by reference to Form-Q Quarterly Report for the period ended June 308:

Agreement to Incorporate Defined Terms dated asiné 19, 1998 between Astra AB, Merck & Co., IAstra Merck Inc.,
Astra USA, Inc., KB USA, L.P., Astra Merck Entergs Inc., KBI Sub Inc., Merck Holdings, Inc. andrasPharmaceuticals,
L.P.— Incorporated by reference to Form-Q Quarterly Report for the period ended June 308:

Computation of Ratios of Earnings to Fixed Chai

2003 Annual Report to stockholders (only thoseipostincorporated by reference in this documentdaemec-filed”)
Code of Conduc— Our Values and Standart

List of subsidiarie:

Consent of Independent Accounta— Contained on page 30 of this Rep

Power of Attorney

Certified Resolution of Board of Directa

Rule 135 14(a)/15(-14(a) Certification of Chief Executive Offic

Rule 13& 14(a)/15(-14(a) Certification of Chief Financial Offici

Section 1350 Certification of Chief Executive Offit

Section 1350 Certification of Chief Financial Offit
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None of the instruments defining the righthiofders of long-term debt of the Company andutssgiaries (Exhibit Number 4) are being filed €nc
the total amount of securities authorized underafrsuch instruments taken individually does natemd 10% of the total assets of the Company and its
subsidiaries on a consolidated basis. The Compargea to furnish a copy of such instruments tadbmmission upon request.

Copies of the exhibits may be obtained byldtotders upon written request directed to the Stolder Services Department, Merck & Co., Inc., P.O.
Box 100—WS 3AB-40, Whitehouse Station, New Jers#889-0100 accompanied by check in the amount @Ubpayable to Merck & Co., Inc. to
cover processing and mailing costs.

(b) Reports on Form 8-K
During the thre-month period ended December 31, 2003, the Companjshed:

(1) one Current Report on Form 8-K under Item 9 —Ra&tipn FD Disclosure and Item 12 — Results of @fiens and Financial Condition:
Report dated and furnished October 22, 2003, raggeehrnings for third quarter 2003 and certainpdeipental information; an

(2) three Current Reports on Forr-K under Iltem ¢— Regulation FD Disclosure
0] Report dated and furnished December 3, 2003, reggfitiancial guidance for 200
(i) Report dated and furnished December 9, 2003, regpeshnual business briefing presentatic

(iii) Report dated and furnished December 9, 2003, regatde Compar’s annual business briefing to analy
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SIGNATURES

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

MERCK & CO., INC.
Dated: March 10, 200
By RAYMOND V. GILMARTIN
(Chairman of the Boar:
President and Chief Executive Offic

By CELIA A. COLBERT

Celia A. Colber
(Attorney-in-Fact)

Pursuant to the requirements of the Securities Examnge Act of 1934, this report has been signed beldw the following persons on behalf of
the registrant and in the capacities and on the das indicated.

Signatures Title Date

RAYMOND V. GILMARTIN Chairman of the Boart March 10, 200
President and Chief Executi
Officer; Principal Executiv
Officer; Director

JUDY C. LEWENT Executive Vice President, Chi March 10, 200:
Financial Officer and President, Hurr
Health Asia; Principal Financial Offic

RICHARD C. HENRIQUES JF Vice President, Controller; Principal Accountingfioér March 10, 200
LAWRENCE A. BOSSIDY Director March 10, 200:
WILLIAM G. BOWEN Director March 10, 200
JOHNNETTA B. COLE Director March 10, 200-
WILLIAM M. DALEY Director March 10, 200
WILLIAM B. HARRISON JR Director March 10, 200-
WILLIAM N. KELLEY Director March 10, 200:
HEIDI G. MILLER Director March 10, 200
THOMAS E. SHENK Director March 10, 200
SAMUEL O. THIER Director March 10, 200
WENDELL P. WEEKS Director March 10, 200
PETER C. WENDELL Director March 10, 200

Celia A. Colbert, by signing her name hereto, dodsereby sign this document pursuant to powers of atrney duly executed by the persons
named, filed with the Securities and Exchange Comrmssion as an exhibit to this document, on behalf sluch persons, all in the capacities and on
the date stated, such persons including a majoritgf the directors of the Company.

By CELIA A. COLBERT
Celia A. Colber
(Attorney-in-Fact)
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Exhibit 23
CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation byresfee in the Registration Statements on Form Se3.(R3-39349, 33-60322, 33-51785, 33-57421, 333-
17045, 333-36383, 333-77569, 333-72546 and 3334783 on Form S-8 (Nos. 33-21087, 33-21088, 33740p33-51235, 33-53463, 33-64273, 33-
64665, 333-91769, 333-30526, 333-31762, 333-40282,53246, 333-56696, 333-72206, 333-65796, 33%19Ahnd 333-109296) of Merck & Co.,

Inc. of our report dated February 20, 2004, retptnthe consolidated financial statements, whigbears in the Annual Report to stockholders, wisch
incorporated in this Annual Report on Form 10-K.

PricewaterhouseCoopers LLP

Florham Park, New Jersey
March 10, 2004
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Exhibit
Number

2.1

3.1

3.2

*10.1

*10.2

*10.3

*10.4

*10.5

*10.6

*10.7

*10.8

*10.9

*10.10

*10.11

*

EXHIBIT INDEX

Description

Master Restructuring Agreement dated as of Jun&9%8 between Astra AB, Merck & Co., Inc., Astra
Merck Inc., Astra USA, Inc., KB USA, L.P., Astra kb Enterprises, Inc., KBl Sub Inc., Merck Holdings
Inc. and Astra Pharmaceuticals, L.P. (Portionsisf Exhibit are subject to a request for confidenti
treatment filed with the Commission) — Incorporabsdreference to Form 10-Q Quarterly Report for the
period ended June 30, 19

Restated Certificate of Incorporation of Merck &.Clc. (September 1, 2000) — Incorporated by esfee
to Form 1-Q Quarterly Report for the period ended SeptembeRB00

By-Laws of Merck & Co., Inc. (as amended effectivebruary 25, 1997) — Incorporated by reference to
Form 1(-Q Quarterly Report for the period ended March 3287

Executive Incentive Plan (as amended effective lrafyr27, 1996) — Incorporated by reference to Fbdm
K Annual Report for the fiscal year ended Decengier199&

Base Salary Deferral Plan (as adopted on Octohet335, effective January 1, 1997) — Incorporated b
reference to Form -K Annual Report for the fiscal year ended Decen8ier199€

Merck & Co., Inc. Deferral Program (amended andiates November 19, 200

1991 Incentive Stock Plan (as amended effectiveuseh 23, 1994) — Incorporated by reference to
Form 1(-K Annual Report for the fiscal year ended Decen8igr1994

1996 Incentive Stock Plan (as amended Novembet398) — Incorporated by reference to Form 10-Q
Quarterly Report for the period ended June 30, :

2001 Incentive Stock Plan (amended and restatgd22112003) — Incorporated by reference to FormQL0-
Quarterly Report for the period ended SeptembeB03

2004 Incentive Stock Plan (amended July 22, 2003heerporated by reference to Registration Staterog
Form ¢-8 (No. 33:-109296)

Non-Employee Directors Stock Option Plan (as amenaeldrastated February 24, 1998) — Incorporated by
reference to Form -K Annual Report for the fiscal year ended Decen8ier1997

1996 Non-Employee Directors Stock Option Plan ¢asreded April 27, 1999) — Incorporated by reference
to Form 1-Q Quarterly Report for the period ended June 309:

2001 Non-Employee Directors Stock Option Plan ¢asrded April 19, 2002) — Incorporated by reference
to Form 1-Q Quarterly Report for the period ended June 302:

Supplemental Retirement Plan (as amended effedgéinaary 1, 1995) — Incorporated by reference to
Form 1(-K Annual Report for the fiscal year ended Decen8igr1994

Management contract or compensatory plan or arraage
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Exhibit
Number

*10.12

*10.13

10.14

*10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

12

13

14

*

Description

Retirement Plan for the Directors of Merck & Ca¢l(amended and restated June 21, 199&)cerporatec
by reference to Form -Q Quarterly Report for the period ended June 306!

Plan for Deferred Payment of Direct’ Compensation (amended and restated November 19)

Limited Liability Company Agreement of Merck Capitéentures, LLC (Dated as of November 27, 2000) —
Incorporated by reference to Form-K Annual Report for the fiscal year ended Decengigr200C

Offer Letter between Merck & Co., Inc. and PeteKBn, dated December 15, 20

Amended and Restated License and Option Agreenagatl s of July 1, 1998 between Astra AB and Astra
Merck Inc.— Incorporated by reference to Form-Q Quarterly Report for the period ended June 308:

KBI Shares Option Agreement dated as of July 13199and among Astra AB, Merck & Co., Inc. and
Merck Holdings, Inc. — Incorporated by referencé-tom 10-Q Quarterly Report for the period ended
June 30, 199

KBI-E Asset Option Agreement dated as of July B8By and among Astra AB, Merck & Co., Inc., Astra
Merck Inc. and Astra Merck Enterprises Inc. — Irpmmated by reference to Form 10-Q Quarterly Refoort
the period ended June 30, 1¢

KBI Supply Agreement dated as of July 1, 1998 betwastra Merck Inc. and Astra Pharmaceuticals, L.P.
(Portions of this Exhibit are subject to a requdestonfidential treatment filed with the Commissje—
Incorporated by reference to Formr-Q Quarterly Report for the period ended June 308:

Second Amended and Restated Manufacturing Agreedated as of July 1, 1998 among Merck & Co., Inc.,
Astra AB, Astra Merck Inc. and Astra USA, Inc. —cbrporated by reference to Form Q0Quarterly Repo
for the period ended June 30, 1¢

Limited Partnership Agreement dated as of JulydB8lbetween KB USA, L.P. and KBI Sub Inc. —
Incorporated by reference to Form-Q Quarterly Report for the period ended June 308:

Distribution Agreement dated as of July 1, 1998\eein Astra Merck Enterprises Inc. and Astra
Pharmaceuticals, L.P. — Incorporated by referendeorm 10-Q Quarterly Report for the period ended
June 30, 199

Agreement to Incorporate Defined Terms dated asiné 19, 1998 between Astra AB, Merck & Co., Inc.,
Astra Merck Inc., Astra USA, Inc., KB USA, L.P., tha Merck Enterprises Inc., KBI Sub Inc., Merck
Holdings, Inc. and Astra Pharmaceuticals, L.P. -eotporated by reference to Form 10-Q Quarterly Repo
for the period ended June 30, 1¢

Computation of Ratios of Earnings to Fixed Chai

2003 Annual Report to stockholders (only thoseiposgtincorporated by reference in this document are
deemec“filed”)

Code of Conduc- Our Values and Standart

Management contract or compensatory plan or arraege




Table of Contents

Exhibit
Number Description
21 — List of subsidiarie:
23 — Consent of Independent Accounta— Contained on page 30 of this Rep
24.1 — Power of Attorney
24.2 — Certified Resolution of Board of Directa
31.1 — Rule 135 14(a)/15(-14(a) Certification of Chief Executive Offic
31.2 — Rule 13& 14(a)/15(-14(a) Certification of Chief Financial Offici
32.1 — Section 1350 Certification of Chief Executive O#it
32.2 — Section 1350 Certification of Chief Financial O#it

None of the instruments defining the righthiolders of long-term debt of the Company andutssgiaries (Exhibit Number 4) are being filed €nc
the total amount of securities authorized underafrsuch instruments taken individually does natemd 10% of the total assets of the Company and its
subsidiaries on a consolidated basis. The Compargea to furnish a copy of such instruments tadbmmission upon request.
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MERCK & CO., INC.
DEFERRAL PROGRAM

The Deferral Program (“the Program”) is inteddo permit a select group of management to dieé@me which would otherwise be immediately
payable to them as annual base salary or undeyusaincentive plans of Merck & Co., Inc. (“the Ccanpg”).

I ADMINISTRATION

This Program is administered by the Compeosatnd Benefits Committee of the Company’s BoarBioéctors. This Committee is composed of
non-employee directors only. The Committee shaleh@sponsibility for determining which investmenttl be available under the Program, and those
investments shall be listed on Schedule | herete. Committee shall review the investment selectairisast once every five years. The Committed
make all decisions affecting the timing, price oraaint of any and all of the Deferred Compensatiopasticipants subject to Section 16 of the Se=s
Exchange Act of 1934, as amended (“Section 16 &), but may otherwise delegate any of its authonder this Program.

Il ELIGIBILITY

Eligibility to defer under this Program wileldetermined in accordance with the terms of the@my’s Base Salary Deferral Plan and various
incentive plans. However, the Committee has theaity to refuse to permit an employee to partitépa this Program, if the Committee determines
that such participation would jeopardize the Progsacompliance with applicable law or the Prograstatus as a top hat plan under the Employee
Retirement Income Security Act.

Il DEFERRAL INTO A DEFERRED COMPENSATION ACCOUNT

A. Election to Defer

A participant’s decision to defer under thedgtam must be made, (i) for the Base Salary Ddf@tem, prior to the commencement of the pay period
during which the base salary to be deferred wilthmed, (ii) for annual incentive plans, priottie commencement of the performance year during
which the bonus monies to be deferred will be edraed (iii) for long-term incentive plans, priarthe commencement of the last year of the award
period during which the bonus monies to be defewi#icbe earned. For purposes of annual incentleagponly, a participant who is hired by the
Company during a performance year may make ani@fecto later than the thirtieth (39) day from the participars’date of hire, to defer bonus mor
to be earned during such performance year. FdBéise Salary Deferral Plan, only amounts equal fo excess of five percent (5%) of Annual Base
Salary (as defined in the Base Salary Deferral)Rdad less than or equal to the lesser of (1) fitlycent (50%) of Annual Base Salary or (2) the
Participant’'s Annual Base Salary in excess of theunt determined under Section 401(a)(17) of tierhal Revenue Code may be deferred. For the
annual and long-term incentive plans, only amoimexcess of $3,000 may be deferred. Amounts serdef are known as “Deferred Compensation”
and will be credited to the participant’s “Deferr@dmpensation Account.” Deferred Compensation di@teld in one account regardless of the plan
(Base Salary Deferral or incentive plan) under Whiavas deferred.




B. Election of Distribution Schedule

1. Timing of Electior

The participant shall also elect a distribntswhedule for his/her Deferred Compensation. Aigpant’s election of a distribution schedule in
connection with a deferral election under annudl/@nlong-term incentive plans shall be made astimae time that the participant makes the ele¢tion
defer. A participant’s initial election of a diditition schedule in connection with deferrals urtierBase Salary Deferral Plan shall be made atalres
time as the initial deferral election, shall bevocable during the calendar year for which it wesle and shall apply to all deferrals of AnnualéBas
Salary until a new distribution election becomdgetfve. Thereafter, an election of a differentiligition schedule in connection with deferrals end
the Base Salary Deferral Plan may be made at emg; firovided, however, that such new distributicimesiule shall only apply prospectively to defer
of Annual Base Salary in the following calendarryea

2. Distribution Schedul

A participant may elect to have payments begithe participant’s actual retirement date, sgbsat to that date or prior thereto. A participieuaty
elect a lump sum or a schedule of annual instaltsjerp to a maximum of 15 annual installments. Madlliment, however, may be payable more than
fifteen years after the participant’s terminatidremployment.

C. Election of Investment Alternatives

The participant shall designate, in accordamitie procedures established by the Company fon siesignation, the portion (in multiples of 1%})tloé
Deferred Compensation to be allocated to any imvest alternative available under this Program.

IV.  VALUATION OF DEFERRED COMPENSATION ACCOUNTS
A. Common Stock

1. Initial Crediting

The amount allocated to Merck Common Stocll §isaused to determine the number of full andiphshares of Merck Common Stock which such
amount would purchase at the closing price of M&oknmon Stock on the New York Stock Exchange ordite cash payments of base salary, for
amounts deferred under the Base Salary Deferral Btancentive awards, for amounts deferred utigewrarious incentive plans, would otherwise be
paid to the participant (“the Deferral Date”). Skibthe Committee determine that valuation on anfebal Date would not constitute fair market value,
then the Committee shall decide on which daterfeirket value shall be determined using the valnatiethod set forth in this paragraph. The Comy
shall credit the participant’s Deferred Compensafi@count with the number of full and partial steaoé Merck Common Stock so determined.
However, at no time prior to the delivery of sutlaies shall any shares be purchased or earmankeddio Account and the participant shall not have
any of the rights of a shareholder with respecttares credited to his/her Deferred Compensati@odd.
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2. Dividends

The Company shall credit the Participant'sédefd Compensation Account with the number ofdalll partial shares of Merck Common Stock
purchasable at the closing price of Merck CommariSbn the New York Stock Exchange as of the dath elividend is paid on the Common Stock,
with the dividends which would have been paid enrthmber of shares credited to such Account (imetudro rata dividends on any partial share) had
the shares so credited then been issued and aditegan

3. Redesignation

The value of Merck Common Stock for purposedesignation shall be the closing price of MeGzkmmon Stock on the New York Stock
Exchange on (i) the day when the redesignationagifjg received pursuant to administrative gui@asliastablished by the Human Resources Financial
Services area of the Treasury department, prowitedequest is received prior to the close of te&Nork Stock Exchange on such day or (ii) the next
following business day if the request is receivéetwthe New York Stock Exchange is closed.

4, Distributions

Distributions of Merck Common Stock will belwad at the closing price of Merck Common StocklNew York Stock Exchange on the
distribution date.

5. Limitations

Shares of Merck Common Stock to be delivemsdkeun the provisions of this Program may be deliddrg the Company from its authorized but
unissued shares of Common Stock or from CommorkSteld in the treasury. The amount of shares dulailaach year under this Program shall be one
tenth of one-percent of outstanding shares of M@akamon Stock on the last business day of the giegealendar year plus any shares authorized
under this Program in previous years but not usgays any shares distributed under the Executigeritive Plan after April 26, 1994.

6.  Adjustment:

In the event of a reorganization, recapitaiorg stock split, stock dividend, combination bfses, merger, consolidation, rights offering oy ather
change in the corporate structure or shares dCtimapany, the number and kind of shares of Merck @omStock available under this Program or
credited to participants’ Deferred Compensationdsts shall be adjusted accordingly.

B. Mutual Funds

1. Initial Crediting

The amount allocated to each Mutual Fund delised to determine the number of full and pavti#ual Fund shares that such amount would
purchase at the closing net asset value of the dMlrund shares on the Deferral Date. The Compaaly sfedit the participang’ Deferred Compensati
Account with the number of full and partial Mut@&ind shares so determined. However, no Mutual Bhades shall be purchased or earmarked for
such Account, nor shall the participant have thhts of a shareholder with respect to such MutualdFshares.
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2. Dividends

The Company shall credit the participarieferred Compensation Account with the numbéulbfind partial Mutual Fund shares purchasabléhe
closing net asset value of the Mutual Fund shasex the date each dividend is paid on the Mutusd=shares, with the dividends which would have
been paid on the number of shares credited to Aacbunt (including pro rata dividends on any pasisare) had the shares then been owned by the
participant for purposes of the above computation.

3. Redesignation

The value of Mutual Fund shares for purpogesdesignation shall be the net asset value di Mutual Fund at the close of business on (i) tne d
when the redesignation request is received purgdoadministrative guidelines established by thenidn Resources Financial Services area of the
Treasury department, provided the request is redgivior to the close of the New York Stock Exchang such day or (ii) the next following business
day if the request is received when the New YodcksExchange is closed.

4. Distributions
Mutual Fund distributions will be valued basedthe closing net asset value of the Mutual Fslrates on the distribution date.
5. Adjustment:

In the event of a reorganization, recapitaiorg stock split, stock dividend, combination bfses, merger, consolidation, rights offering oy ather
change in the corporate structure or shares of malirund, the number and kind of shares of thatulsliuFund credited to participants’ Deferred
Compensation Accounts shall be adjusted accordingly

V.  REDESIGNATION WITHIN A DEFERRED COMPENSATION ACCOUN T

A. Basic Redesignation Rule

A participant, or the beneficiary or legal regentative of a deceased participant, may redasignmounts credited to a Deferred Compensation
Account among the investments available underRhigjram in accordance with the following rules:

(1) Eligible Participants- Active employees, separated employees and rgietttipants are eligible to redesignate; provjdemivever, that no
such redesignation shall be made into Merck Com8tonk.

(2)  Frequency and Timin- Effective June 1, 1999, there is no limit on thenber of times a participant may redesignate amauegsured by
Mutual Funds, or, subject to Section B, below, Me@ommon Stock. Redesignation shall take placé)dhd day when the redesignation
request is received pursuant to administrativeginds established by the Human Resources FinaBeiaices area of the Treasury
department, provided the request is received poithhe close of the New York Stock Exchange on siaghor (ii) the next following busine
day if the request is received when the New YodckExchange is close
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(3) Amount and Extent of Redesignat- Redesignation must be in 1% multiples of the itmest from which redesignation is being me

(4) Beneficiaries or Legal Representativ- The beneficiary or legal representative of a dsed participant may redesignate subject to the sam
rules as participants. However, the beneficiarlegal representative shall have one opportunitgtesignate any amount out of Merck
Common Stock without regard to the rule set fontlséection B, below; thereafter, the beneficiaryegial representative shall be subject to
same redesignation rules as participants (inclutliedimitation on redesignation out of Merck Commgtock).

B. Special Rules for Redesignation Out of Common Stoc

1. Eligible Participants

No redesignation may be made out of Merck Com®&tock unless the participant’s balance in M&oknmon Stock exceeds three times such
participant's Annual Base Salary. For the purpadebis Section B, Annual Base Salary for an acfigeticipant shall be such participanthonthly bas
salary at the date the redesignation is requeatet],for a retired participant, monthly base saddrthe date of retirement, annualized.

2. Frequency and Timin

For Section 16 Officers, redesignations may be made out of Merck Common Stock during anydein period established by the Company from
time-to-time.

3. Amount,

Redesignation of amounts in Merck Common Steckstricted to amounts in excess of three tikr@sual Base Salary. For Section 16 Officers,
redesignation of amounts in Merck Common Stockss eestricted to amounts held in Merck Common foc longer than six (6) months.

4. Material, Nonpublic Informatior

The Committee, in its sole discretion and witivice of counsel, at any time may rescind a igdaton out of Merck Common Stock if such
redesignation was made by a participant who, #)eatime of the redesignation was in the possessiomaterial, nonpublic information with respect to
the Company; and b) in the Committee’s estimatiendfited from such information in the timing of fier redesignation. The Committee’s
determination shall be final and binding. In themivof such rescission, the participant’s Defeethpensation Account shall be returned to a sedus
though such redesignation had not occurred. Nostatiding the above, the Committee shall not resziretiesignation if the facts were reviewed by the
participant with the General Counsel of the Compang designee prior to the redesignation andeifGeneral Counsel or designee had concluded that
such participant was not in possession of adveegenml, nonpublic information.

C. Conversion of Common Stock Account:

The Committee may, in its sole discretion,xahall of the shares of Merck Common Stock alledao a participant’s Deferred Compensation
Account in the manner provided below where a pasitvthich a terminated or retired participant h&gmeor wishes to take is, in the opinion of the
Committee, such as would make uncertain the prgpoiethe participant’s having a continued interest
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in Merck Common Stock. The date of conversion shalthe date of commencement of such other emplotyoreghe date of the Committee’s action,
whichever is later.

Conversion shall be from an expression of #étushares of Merck Common Stock in the particijsabeferred Compensation Account to an
expression of value in United States dollars inth@oavailable investment. The value of the Merdkn@on Stock shall be based upon its closing price
on the New York Stock Exchange on the date of cgior or if no trading took place on such day, k&t business day on which trading took place.
Any conversion under this paragraph shall be ircatbote and absolute.

VI.  DISTRIBUTION OF DEFERRED COMPENSATION ACCOUNTS

Distribution of Deferred Compensation Accoustgll be made in accordance with the participadisgibution schedule pro rata by investment.
Distributions from Merck Common Stock will be madeshares, with cash payable for any partial shaurbject to the limitations set forth in Article IV
Section A.5. For Section 16 Officers, distributimramounts in Merck Common Stock is also restriceedmounts held in Merck Common Stock for
longer than six months. Distributions from Mutuainéls will be in cash. Distributions will be valued the fifteenth day of the distribution month (ibr,
such day is not a business day, the next busirssgsadd paid as soon thereafter as practicable.

A. Retiremen

A participant’s retirement from active servigdl cause distributions of his/her Deferred Comgation Account to commence as soon as
administratively feasible in accordance with thetipgant’s previously elected schedule.

If a participant retires from active serviaéopto age 65, the Committee may establish a wffedistribution schedule. The schedule chosethéy
Committee, however, shall not be shorter than Hrégipant’s previously elected schedule unlesseties been or would be a significant change in the
participant’s economic circumstances attributablehe participant’s early retirement. If the Comestdecides to change the participant’s distriloutio
schedule, the participant’s Deferred Compensatiocoint must be distributed ratably over no lesa fhee years. However, if a participant has retired
at the Company'’s request, the limitation in thecping sentence does not apply.

B. Death

In the event of a participant’s death, disttibns under this Program will commence as socedasinistratively feasible in accordance with his/he
previously elected schedule. The participant’s Geiaey or legal representative, however, may rejtleat the Committee change such distribution
schedule.

C. Automatic Distributior

If a participant terminates employment fors@as other than death, divestiture or a separdtierto reorganization, reduction in force, elimio@tof
the participant’s job, or to take a position witfoant venture of other business entity define®&ettion E, below, and is not eligible to retirenfractive
service under one of the Company’s pension plées, his/her Deferred Compensation Account will bmatically paid in a lump sum as soon as
administratively feasible following his/her termiima of employment. Furthermore, except as provigdeSichedule I, any participant
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who dies, retires from active service, or whose legrpent terminates as a result of a divestiturey separation due to reorganization, reductioiod,

or elimination of the participant’s job, but whd3eferred Compensation Account is valued at less #125,000 on the date of his/her death, retirement
termination due to divestiture or separation wéll/d his/her Deferred Compensation Account disteithim a lump sum as soon as administratively
feasible following his/her death, retirement, antaation due to divestiture or separation.

D. Termination Due to Divestiture or Separati

If a participant is employed by a subsidiafyt® Company that is sold, so that the subsid&no longer considered within the controlled gradip
the Company, that participant shall be considendthive terminated employment with the Company toppses of this Program. If a participant’s
employment terminates as a result of a divestibfig division or subsidiary of the Company, or assult of a separation due to a reorganization,
reduction in force, or elimination of the particips job, distributions under this Program will corence as soon as administratively feasible aftetn su
termination of employment in accordance with hisfir@viously elected schedule or such scheduleea€bmmittee, in its discretion, may approve in
accordance with Section G, below.

E. Joint Venture Servic

A participant’s termination of employment irder to take a position with a joint venture orestbusiness entity in which the Company shall diyec
or indirectly own fifty percent or more of the otatsding voting or other ownership interest shatl s considered a termination of employment with th
Company for purposes of distribution under thisgpam.

F. Hardship Distributions

The Committee, in its sole discretion, mayedexate the time of distribution of a participarsferred Compensation Account, if the participant
experiences severe financial hardship due to #lnascident or death in the immediate family, loissr damage to property due to casualty, or other
extraordinary and unforeseeable circumstances. Bartitipant should provide the Committee withatestnent in reasonable detail as to the nature of
such financial hardship together with a statemieatt $uch acceleration is necessary to alleviate saadship.

G. Pos-Retirement, Po-Divestiture and Po-Separation Modification

A participant who has retired from active $egwor whose employment has terminated as a rekaltlivestiture or separation as described ini&ect
D, above, may submit one petition to the Commitezpiesting an extension of the period of distrimutf his/her Deferred Compensation Account.
Such petition must be received by the Committeerpd the first distribution to the participanttdk/her previously elected distribution scheduley A
revised distribution schedule may not exceed fifteears from the date of actual retirement, ordilvestiture or separation date and will be effective
beginning of the next calendar year. The Commitesl in no event grant a new schedule under wihielparticipant would cumulatively receive a
greater portion of his/her Deferred Compensationodinit as measured at the end of each calendarBpezapt as provided in Schedule Il, a participant
who is an active employee may not make a requeldnthis paragraph.

VIl. DEDUCTIONS FROM DISTRIBUTIONS

The Company will deduct from each distributaonounts required to be withheld for income, SoSmdturity and other tax purposes. Such
withholding will be done on a pro rata basis per




investment. The Company may also deduct any amadu@tsarticipant owes the Company for any reason.
VIll.  BENEFICIARY DESIGNATIONS

A participant under this program may desigraabeneficiary to receive his/her Deferred Compgmsa\ccount upon the participant’s death. Should
the beneficiary predecease the participant or shihd participant not name a beneficiary, the pidint's Deferred Compensation Account will be
distributed to the participant’s estate.

IX.  AMENDMENTS

The Committee may amend this Program at ang.tHowever, such amendment shall not materialgesily affect any right or obligation with
respect to any Deferred Compensation made theretofo




SCHEDULE |

DEFERRAL PROGRAM INVESTMENT ALTERNATIVES
(January 1, 2002 — January 10, 2003)

Merck Common Stock
Mutual Funds

American Century Emerging Markets Fund
American Funds EuroPacific Growth Fund
Fidelity Destiny |

Fidelity Dividend Growth

Fidelity Equity-Income Fund

Fidelity Low-Priced Stock Fund

Fidelity Retirement Money Market

Fidelity Spartan ® Government Income
Fidelity Spartan ® U.S. Equity Index
Franklin Small-Mid Cap Growth A

Janus Enterprise

Janus Growth & Income

Liberty Acorn Fund-Class Z

PIMCO Foreign Bond Institutional

PIMCO Long Term US Government Institutional
PIMCO Total Return Institutional

Putnam Global Equity Fund A*

Putnam International Voyager A

Putnam Vista A

T. Rowe Price Blue Chip Growth Fund
Vanguard Asset Allocatio

*From September 20, 2002 — September 30, 2002inmstment was briefly named the Putnam Global@rd-und A as a result of the merger, in
September 2002, of Putnam Global Equity Fund A WRittnam Global Growth Fund A. The merged fund byiedtained the name “Putnam Global
Growth Fund A.” Effective October 1, 2002, the mestgund changed its name to “Putnam Global Equitlyd=A.”
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SCHEDULE |

DEFERRAL PROGRAM INVESTMENT ALTERNATIVES
(Effective January 11, 2003 to July 31, 2003)

Merck Common Stock
Mutual Funds

American Century Emerging Markets Institutional
American Funds EuroPacific Growth Fund
Fidelity Destiny |

Fidelity Dividend Growth

Fidelity Equity-Income

Fidelity Low-Priced Stock

Fidelity Retirement Money Market

Fidelity Spartan Government Income

Fidelity Spartan U.S. Equity Index

Franklin Small-Mid Cap Growth A

Janus Enterprise

Janus Growth & Income

Liberty Acorn Class Z

PIMCO Foreign Bond Institutional

PIMCO Long Term US Government Institutional
PIMCO Total Return Institutional

Putnam Global Equity A

Putnam International Capital Opportunities Fund A*
Putnam Vista A

T. Rowe Price Blue Chip Growth

Vanguard Asset Allocatio

*Prior to April 30, 2003, known as Putnam Interpagl Voyager Fund A.
Redesignation of Deferred Amounts measured by Putma Vista A on July 31, 2003

Prior to 4 p.m. ET on July 31, 2003, each partictp@ho has any part of his/her Deferred Compensaiiccount measured by the Putnam Vista A
investment alternative may redesignate the amausiich investment alternative in accordance witlickrV, Section A. If a participant does not
redesignate the amount measured by the Putnam Aisitgestment alternative to any other remainingestment alternatives before 4 p.m. ET on
July 31, 2003, then the amount in the Putnam \Asté&count shall be redesignated as of 4 p.m. EJubn31, 2003, to the Fidelity Mi@ap Stock Fun:
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SCHEDULE |

DEFERRAL PROGRAM INVESTMENT ALTERNATIVES
(Effective July 31, 2003-November 19, 2003)

Merck Common Stock
Mutual Funds

American Century Emerging Markets Institutional
American Funds EuroPacific Growth Fund
Columbia Acorn Fund Z*

Fidelity Destiny |

Fidelity Dividend Growth

Fidelity Equity-Income

Fidelity Low-Priced Stock

Fidelity Mid-Cap Stock Fund

Fidelity Retirement Money Market

Fidelity Spartan Government Income

Fidelity Spartan U.S. Equity Index

Franklin Small-Mid Cap Growth A

Janus Enterprise

Janus Growth & Income

PIMCO Foreign Bond Institutional

PIMCO Long Term US Government Institutional
PIMCO Total Return Institutional

Putnam Global Equity A

Putnam International Capital Opportunities Fund A**
T. Rowe Price Blue Chip Growth

Vanguard Asset Allocatio

*Prior to October 2003, known as Liberty Acorn Glas
**Prior to April 30, 2003, known as Putnam Interioaal Voyager Fund A.

Redesignation of Deferred Amounts measured by Putma Global Equity A and Putnam International Capital Opportunities Fund A
(collectively, the “Putnam Funds”) on November 192003

Prior to 4 p.m. ET on November 19, 2003, each gigeint who has any part of his/her Deferred Comgiéms Account measured by a Putnam Funds
investment alternative may redesignate the amausitich investment alternative in accordance witlicksrV, Section A. If a participant does not
redesignate the amount measured by a Putnam Fuvelstinent alternative to any other remaining investt alternative(s) before 4 p.m. ET on
November 19, 2003, then the amount in the Putnamd$-investment alternative shall be redesignated 49.m. ET on November 19, 2003, to
Fidelity Retirement Money Market portfolio.
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SCHEDULE |

DEFERRAL PROGRAM INVESTMENT ALTERNATIVES
(Effective November 19, 2003)

Merck Common Stock
Mutual Funds

American Century Emerging Markets Institutional
American Funds EuroPacific Growth Fund
Columbia Acorn Fund Z*

Fidelity Destiny |

Fidelity Dividend Growth

Fidelity Equity-Income

Fidelity Low-Priced Stock

Fidelity Mid-Cap Stock Fund

Fidelity Retirement Money Market

Fidelity Spartan Government Income

Fidelity Spartan U.S. Equity Index

Franklin Small-Mid Cap Growth A

Janus Enterprise

Janus Growth & Income

Liberty Acorn Class Z

PIMCO Foreign Bond Institutional

PIMCO Long Term US Government Institutional
PIMCO Total Return Institutional

T. Rowe Price Blue Chip Growth

Vanguard Asset Allocatio

*Prior to October 2003, known as Liberty Acorn Glas
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SCHEDULE I

SPECIAL PROVISIONS APPLICABLE TO
MEDCO HEALTH EMPLOYEES
(Approved July 23, 2002)

DEFINITIONS
Medco Health — Medco Health Solutions, Inc.

Medco Health Employee — A participant who is (i)payed by Medco Health prior to the Spin-Off o)) @mployed by Merck prior to the Spin-Off and
expected to be employed by Medco Health prior tasof the Spin-Off.

Separated Medco Health Employee — A participatihénDeferral Program who is employed by Medco Headt of the date of the Spin-Off and is
considered to have terminated employment with the@any as a result of the Spin-Off.

Spin-Off — The distribution by Merck to its sharddhers of the equity securities of Medco Health. Bpén-Off will be a divestiture for purposes of the
Deferral Program.

SPECIAL PROVISIONS

Notwithstanding anything to the contrary in Artidlé, Section C of the Deferral Program, the Defdr@mpensation Account of each Separated M
Health Employee shall be paid out in accordanch witicle VI, Section D, without regard to the $1@80 threshold set forth in Section C.

Notwithstanding anything to the contrary in Artidlé, Section G of the Deferral Program, each MeHealth Employee may submit the petition for
extension of the distribution schedule permittederSection G either prior to the Spin-Off or otlee Medco Health Employee has become a Separate
Medco Health Employee; provided, however, thatMedco Health Employee makes a request for a netsilalition schedule prior to the Spin-Off and
thereafter does not become a Separated Medco Hemlptoyee, then such request shall not be effective
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MERCK & CO., INC.
PLAN FOR DEFERRED PAYMENT OF
DIRECTORS’ COMPENSATION

PURPOSE

To provide an arrangement under which direadbiderck & Co., Inc. other than current employessy (i) elect to voluntarily defer payment of
the annual retainer and meeting and committeeurtisafter termination of their service as a dicecand (ii) value compensation mandatorily
deferred on their behal

ELECTION OF DEFERRAL, MEASUREMENT METHODS AND DISTR IBUTION SCHEDULE

Election of Voluntary Deferral Amout

Prior to December 28 of each year, each diréstentitled to make an irrevocable election to defil termination of service as a director
receipt of payment of (a) 50% or 100% of the regaiior the 12 months beginning April 1 of the neatendar year, (b) 50% or 100% of the
Committee Chairperson retainer beginning April 1ref next calendar year, and (c) 50% or 100% ofiteeting and committee fees for the
12 months beginning April 1 of the next calendaary

Prior to commencement of duties as a directdirector newly elected or appointed to the Boardrdua calendar year must make the
election under this paragraph for the portion ef %oluntary Deferral Amount applicable to such dio’s first year of service (or part
thereof).

The Voluntary Deferral Amount shall be creditedf@llows: (1) Meeting and committee fees thataeterred are credited as of the day the
director’s services are rendered; (2) if the Baatdiner and/or Committee Chairperson retaineeferded, a pro-rata share of the deferred
retainer is credited on the last business day df ealendar quarter. The dates the Voluntary Daféimount, or parts thereof, are credited to
the directo’s deferred account are hereinafter referred tbea¥bluntary Deferral Date

Mandatory Deferral Amour

On the Friday following the Company’s Annual Magtof Stockholders (such Friday hereinafter refdro as the “Mandatory Deferral
Date”), each director will be credited with an ambequivalent to one-third of the annual cash netiafor the 12 month period beginning on
the April 1 preceding the Annual Meeting (the “Mataty Deferral Amount”). The Mandatory Deferral Aord will be measured by the
Merck Common Stock accout

A director newly elected or appointed to the Bbaifter the Mandatory Deferral Date will be crediteith a pro rata portion of the Mandatory
Deferral Amount applicable to such director’s fiystar of service (or part thereof). Such pro rateipn shall be credited to the director’s
account on the first day of such dire(s service




C. Election of Measurement Meth(

Each such annual election referred to iniBe@ shall include an election as to the measurgmeethod or methods by which the value of
amounts deferred will be measured in accordande Aiticle 111, below. The available measurement huogts are set forth on Schedule A
hereto.

D. Election of Distribution Schedu

Each annual election referred to in Sectioab&ve shall also include an election to receiwemEnt following termination of service as a
director of all Voluntary Deferral Amounts and Matdry Deferral Amounts in a lump sum either immésliaor one year after such
termination, or in quarterly or annual installmeot®r five, ten or fifteen year

lll.  VALUATION OF DEFERRED AMOUNTS

A. Common Stocl

1. Initial Crediting . The annual Mandatory Deferral Amount shall bedusedetermine the number of full and partial seaeMerck Common
Stock which such amount would purchase at therdpgrice of the Common Stock on the New York StBgkhange on the Mandatory
Deferral Date

That portion of the Voluntary Deferral Amouwaitocated to Merck Common Stock shall be usecdeterthine the number of full and partial
shares of Merck Common Stock which such amount vputchase at the closing price of the Common Stocthe New York Stock
Exchange on the applicable Voluntary Deferral D

However, should it be determined by the Cotigmion Corporate Governance of the Board of Dirsdhat a measurement of Merck
Common Stock on any Mandatory or Voluntary Defefrate would not constitute fair market value, tite@m Committee shall decide on
which date fair market value shall be determingdgithe valuation method set forth in this Artitle Section A.1.

At no time during the deferral period willyashares of Merck Common Stock be purchased ora#ed for such deferred amounts nor will
any rights of a shareholder exist with respecutthsamounts

2. Dividends.Each directors account will be credited with the additional nembf full and partial shares of Merck Common Stadkich woulc
have been purchasable with the dividends on slpaes$ously credited to the account at the closingepof the Common Stock on the New
York Stock Exchange on the date each dividend \aéh

3. Distributions.Distribution from the Merck Common Stock accounll W& valued at the closing price of Merck CommaacR on the New
York Stock Exchange on the distribution d:

B. Mutual Funds

1. Initial Crediting. The amount allocated to each Mutual Fund shalldselwo determine the full and partial Mutual Fuhdres which such
amount would purchase at the closing net asseevalthe Mutual Fund shares on the Mandator
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Voluntary Deferral Date, whichever is applita The director’s account will be credited witte humber of full and partial Mutual Fund
shares so determine

At no time during the deferral period willyaklutual Fund shares be purchased or earmarkeslfiir deferred amounts nor will any rights of
a shareholder exist with respect to such amo

Dividends.Each director’'s account will be credited with tliel@ional number of full and partial Mutual Fundeses which would have been
purchasable, at the closing net asset value d¥ititeal Fund shares as of the date each dividepdigson the Mutual Fund shares, with the
dividends which would have been paid on the nurobshares previously credited to such accountitiolg pro rata dividends on any par
shares)

Distributions.Mutual Fund distributions will be valued based ba tlosing net asset value of the Mutual Fund shamehe distribution dat
Adjustments
In the event of a reorganization, recapitalon, stock split, stock dividend, combinatiorsbfres, merger, consolidation, rights offering or

any other change in the corporate structure oreshafrthe Company or a Mutual Fund, the numberkémdi of shares or units of such
investment measurement method available undePthis and credited to each direl’s account shall be adjusted accordin

REDESIGNATION WITHIN A DEFERRAL ACCOUNT

Genera

A director may request a change in the measent methods used to value all or a portion dhbisaccount other than Merck Common
Stock.Amounts deferred using the Merck Common Stock metht and any earnings attributable to such deferrals ray not be
redesignated.The change will be effective on (i) the day whea tedesignation request is received pursuant torastnative guidelines
established by the Human Resources Financial Ssrarea of the Treasury department, provided tiigess is received prior to the close of
the New York Stock Exchange on such day or (ii)rtbgt following business day if the request is nes# when the New York Stock
Exchange is close!

When Redesignation May Occ

During Active Servic. There is no limit on the number of times a dioechay redesignate the portion of his/her defeamzbunt permitted t
be redesignated. Each such request shall be imbl®mand can be designated in whole percentages adollar amoun

After Death. Following the death of a director, the legal esggmtative or beneficiary of such director may ségteate subject to the same
rules as for active directors set forth in Artitle Section B.1.




V.

A

Valuation of Amounts to be Redesigna

The portion of the director’s account to bdesignated will be valued at its cash equivaladtsuch cash equivalent will be converted into
shares or units of the other measurement methdet§spurposes of such redesignations, the caslagut of the value of the Mutual Fund
shares shall be the closing net asset value oflguthal Fund on (i) the day when the redesignatemjuest is received pursuant to
administrative guidelines established by the HuiRasources Financial Services area of the Treagpgrtinent, provided the request is
received prior to the close of the New York Stoclkcliange on such day or (ii) the next following Imesis day if the request is received when
the New York Stock Exchange is clos

PAYMENT OF DEFERRED AMOUNTS

Paymen

All payments to directors of amounts defemaibe in cash in accordance with the distribnterhedule elected by the director pursuant to
Article Il, Section D. Distributions shall be prata by measurement method. Distributions shalldbeed on the fifteenth day of the
distribution month (or, if such day is not a busimeéay, the next business day) and paid as soreafter as possibli

Changes to Distribution Schedule Prior to Termira

Upon the request of a director made at any timenduhe calendar year immediately preceding thentdr year in which service as a dire

is expected to terminate, the Committee on Corpd&aivernance of the Board of Directors (the “Contemsil), in its sole discretion, may
authorize: (a) an extension of a payment periosbdyhat originally elected by the director noet@eed that otherwise allowable under
Article Il, Section D, and/or (b) a payment freqagmuifferent from that originally elected by theetitor. Such request may not be made with
regard to amounts deferred after December 31, u8B@ the Merck Common Stock method and to anyiegsrattributable to such deferr:
Deferrals into Merck Common Stock made after Decand4, 1990 and any earnings thereon may only dighlited in accordance with the
schedule elected by the director under Articlé&Hction D or determined by the Committee on CoggoGovernance under Article \

Pos-Termination Changes to Distribution Sched

Following termination of service as a directach director may make one request for a fugkgnsion of the period for distribution of
his/her deferred compensation. Such request mustidegéved by the Committee on Corporate Governarioe to the first distribution to the
participant under his/her previously elected disttion schedule. Any revised distribution schednsy not exceed the deferral period
otherwise allowable under Article Il, Section C.iFhequest may be granted and a new payment sehddtdrmined in the sole discretion of
the Committee on Corporate Governar

Such request may not be made with regardimuats deferred after December 31, 1990 using thekMCommon Stock Method and to any
earnings attributable to such deferrals. Any rdtul@ector who is not subject to U.S. income taymatition the Committee on Corporate
Governance to change payment frequency, includingn@ sum distribution, and the Committee on Cogp@iGovernance may grant such
petition if, in its discretion, it conside




VI.

VII.

there to be reasonable justification therefor. Brafe into Merck Common Stock made after DecemiBer1990 and any earnings thereon |
only be distributed in accordance with the scheéldeted by the director under Article 1l, Sectdror determined by the Committee on
Corporate Governance under Article '

Forfeitures

A director’s deferred amount attributablelie Mandatory Deferral Amount and earnings thesgaall be forfeited upon his or her removal as
a director or upon a determination by the Committe€€orporate Governance in its sole discretioat, dhdirector has

0] joined the Board of, managed, operated, partictpeter material way in, entered employment withfg@ened consulting (or any othe
services for, or otherwise been connected in artgriahmanner with a company, corporation, entsggrfirm, limited partnership,
partnership, person, sole proprietorship or angmoliusiness entity determined by the Committee amp&@ate Governance in its sole
discretion to be competitive with the businesshef Company, its subsidiaries or its affiliate* Competito”);

(i) directly or indirectly acquired an equity interesffive (5) percent or greater in a Competitor

(iii) disclosed any material trade secrets or otheemahtonfidential information, including custoniits, relating to the Company or to
the business of the Company to others, includiGg®petitor.

DESIGNATION OF BENEFICIARY

In the event of the death of a director, thieded amount at the date of death shall be paidgdast named beneficiary or beneficiaries

designated by the director, or, if no beneficiaag been designated, to the director’s legal reptatee, in one or more installments as the
Committee on Corporate Governance in its sole éignr may determine

PLAN AMENDMENT OR TERMINATION
The Committee on Corporate Governance shall haveght to amend or terminate this Plan at any fioneny reasor
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SCHEDULE A
MEASUREMENT METHODS
(January 1, 2002 — January 10, 2003)
Merck Common Stock
Mutual Funds

American Century Emerging Markets Fund
American Century Europacific Growth Fund
Fidelity Destiny |

Fidelity Dividend Growth

Fidelity Equity Income Fund

Fidelity Low-Priced Stock Fund

Fidelity Retirement Money Market

Fidelity Spartan Government Income
Fidelity Spartan U.S. Equity Index

Franklin Small-Mid Cap Growth A

Janus Enterprise

Janus Growth & Income

Liberty Acorn Z

PIMCO Foreign Bond Institutional

PIMCO Long Term US Government Institutional
PIMCO Total Return Institutional

Putnam Global Equity Fund A*

Putnam International Voyager A

Putnam Vista A

T. Rowe Price Blue Chip Growth Fund
Vanguard Asset Allocatio

*From September 20, 2002 — September 30, 20@2jnvestment was briefly named the Putnam Gl@yawth Fund A as a result of the merger, in
September 2002, of Putnam Global Equity Fund A WRittnam Global Growth Fund A. The merged fund byiedtained the name “Putnam Global
Growth Fund A.” Effective October 1, 2002, the mestgund changed its name to “Putnam Global Equityd=A.”
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SCHEDULE A
MEASUREMENT METHODS
(Effective January 11, 2003 to July 31, 2003)
Merck Common Stock
Mutual Funds

American Century Emerging Markets Institutional
American Funds EuroPacific Growth Fund
Fidelity Destiny |

Fidelity Dividend Growth

Fidelity Equity-Income

Fidelity Low-Priced Stock

Fidelity Retirement Money Market

Fidelity Spartan Government Income

Fidelity Spartan U.S. Equity Index

Franklin Small-Mid Cap Growth A

Janus Enterprise

Janus Growth & Income

Liberty Acorn Class Z

PIMCO Foreign Bond Institutional

PIMCO Long Term US Government Institutional
PIMCO Total Return Institutional

Putnam Global Equity A

Putnam International Capital Opportunities Fund A*
Putnam Vista A

T. Rowe Price Blue Chip Growth

Vanguard Asset Allocatio

*  Prior to April 30, 2003, known as Putnam hmztional Voyager Fund A.
Redesignation of Deferred Amounts measured by Putma Vista A on July 31, 2003

Prior to 4 p.m. ET on July 31, 2003, each partictp@ho has any part of his/her account measuratiéPutnam Vista A measurement method may
redesignate the amount in such measurement methaatordance with Article 1V. If a participant dasst redesignate the amount measured by the
Putnam Vista A measurement method to any otherirengameasurement method before 4 p.m. ET on Jul\2803, then the amount in the Putnam
Vista A account shall be redesignated as of 4 fEon July 31, 2003, to the Fidelity Mid-Cap Stdaknd.
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SCHEDULE A
MEASUREMENT METHODS
(Effective July 31, 2003 — November 19, 2003)
Merck Common Stock
Mutual Funds

American Century Emerging Markets Institutional
American Funds EuroPacific Growth Fund
Columbia Acorn Class zZ*

Fidelity Destiny |

Fidelity Dividend Growth

Fidelity Equity-Income

Fidelity Low-Priced Stock

Fidelity Mid-Cap Stock Fund

Fidelity Retirement Money Market

Fidelity Spartan Government Income

Fidelity Spartan U.S. Equity Index

Franklin Small-Mid Cap Growth A

Janus Enterprise

Janus Growth & Income

PIMCO Foreign Bond Institutional

PIMCO Long Term US Government Institutional
PIMCO Total Return Institutional

Putnam Global Equity A

Putnam International Capital Opportunities Fund A**
T. Rowe Price Blue Chip Growth

Vanguard Asset Allocatio

*  Prior to October 2003, known as Liberty Ac&tass Z
**  Prior to April 30, 2003, known as Putnamdmational Voyager Fund A

Redesignation of Deferred Amounts measured by Putma Global Equity A and Putnam International Capital Opportunities Fund A
(collectively, the “Putnam Funds”) on November 192003

Prior to 4 p.m. ET on November 19, 2003, each gigeint who has any part of his/her Deferred Comgiéms Account measured by a Putnam Funds
investment alternative may redesignate the amoustich investment alternative in accordance witlickr IV. If a participant does not redesignate the
amount measured by a Putnam Funds investmentatitezrio any other remaining investment alterngtiybefore 4 p.m. ET on November 19, 2003,
then the amount in the Putnam Funds investmemnaltige shall be redesignated as of 4 p.m. ET oveNtber 19, 2003, to the Fidelity Retirement
Money Market Portfolio.




SCHEDULE A
MEASUREMENT METHODS
(Effective November 19, 2003)
Merck Common Stock
Mutual Funds

American Century Emerging Markets Institutional
American Funds EuroPacific Growth

Columbia Acorn Class Z*

Fidelity Destiny |

Fidelity Dividend Growth

Fidelity Equity-Income

Fidelity Low-Priced Stock

Fidelity Mid-Cap Stock Fund

Fidelity Retirement Money Market

Fidelity Spartan Government Income

Fidelity Spartan U.S. Equity Index

Franklin Small-Mid Cap Growth A

Janus Enterprise

Janus Growth & Income

PIMCO Foreign Bond Institutional

PIMCO Long Term US Government Institutional
PIMCO Total Return Institutional

T. Rowe Price Blue Chip Growth

Vanguard Asset Allocatio

*  Prior to October 2003, known as Liberty Ac&@lass Z






Exhibit 10.1*
December 15, 2000

Dr. Peter S. Kim
48 Baskin Road
Lexington, MA 02421

Dear Peter:

It is my pleasure to offer you the position of Extdee Vice President, Research and Developmeritdariterck Research Laboratories (Grade M01) of
Merck & Co., Inc. (“Merck” or “the Company”), atgross base salary of $33,333 per month (subjemppoopriate tax and payroll withholding and
deductions), effective February 1, 2001. In thisifion, your primary work location will be West Igi PA. At Merck Research Laboratories, all satarie
employees are currently paid on a monthly basis.

The specific details of this offer include the éalling:

As soon as practicable after commencing employmwéhtMerck on February 1, 2001, you will receiverge-time sign-on bonus of $100,000 (net of all
income taxes required to be paidf you voluntarily terminate your employment witheltk (i.e., if you resign) within 12 months of yaiart date, you
will be required to reimburse the Company a predaiortion of this bonus.

You will be eligible for consideration under the Mk & Co., Inc. Incentive Stock Plan for a stockiop to purchase Merck stock at the approximate
market price on the date the option is grantedjegtibo the terms of the specific option grantjaptholders may purchase the stock after a vesting
period (currently five years) at the original optiprice. The number of shares granted is determeaet year by the Company. Assuming you begin
your employment on or before February 26, 2001, wilube granted a nonqualified stock option gréort100,000 shares of Merck stock when the
Company makes its annual stock option grants f0l.2G you begin your employment after February 2801, your grant will be issued on the next
Quarterly Stock Option Grant date that falls in @@endar Quarter following your date of hire.

Except as described in this paragraph, any optiantgd to you will have the same terms and conaitiincluding vesting terms, that apply generaily t
annual grants made in the applicable year to dinade MO1 employees. However, any option granteatoprior to May 1, 2003, will vest
immediately upon (i) the termination by the Compaifyour employment with the Company prior to Mgy2003, for a reason other than gross
misconduct; or (ii) the termination of your emplogmt with the Company by you prior to the usual mestiate of the grant and after the Company e
(a) fails to appoint you by May 1, 2003 to succBedEdward M. Scolnick as President, MRL, or (bpaints on or before May 1, 2003 someone other
than you as President, MRL. If any option with #hnepecial vesting terms vests as a result of efther (ii), then you will have five years fromeh
accelerated vesting date of such option to exethis@ption. In addition, if the Company terminagesir employment, for a reason other than gross




misconduct, during the period from the effectivéedaf Raymond V. Gilmartin's retirement through #exond anniversary of such retirement, any
options granted to you prior to your terminationedgat are not vested as of such termination stzé vest immediately on such termination date lze
exercisable for five years thereafter. For purpadehis letter, “gross misconduct” means: unautteat disclosure of information known to you to be
proprietary or confidential; embezzlement, thefotirer misappropriation of Merck assets; falsifimatof records or reports; deliberate or reckletoa
that causes actual or potential injury or losht@ompany or employees of the Company; failuieatoy out assigned duties after notice in writingtt
such failure if not corrected will result in termation of employment; or an illegal act on Compamyperty or in representing the Company.

You will be eligible for annual consideration ta@edve a cash bonus under the CompsaiBrecutive Incentive Plan (EIP). As a Grade MG#,hjou will
have the opportunity within the first 30 calendaysl of employment to elect to defer all or parany cash bonus you may receive for Performance Yeal
2001. This 30-day period represents your only opmity to elect a deferral option for Performanoeay 2001. This opportunity is limited to New Hires
in Grades MO1 - M03 who are subject to U.S. tagBlse Performance Year is January to December, anddes are paid in the following March.) Your
bonus for the performance year 2001 will not be thsn $300,000 gross (subject to appropriateridxpayroll withholding and deductions), assuming
you begin your employment on or before February?®®1. Future increases to your salary and cordipagticipation in the Executive Incentive Plan
will be based on your annual performance as adieirgid under the Performance Management Plan amctrdance with the Compasycompensatic
policies.

You will be eligible to participate in our exceptal Flexible Benefits Programwhich includes the following plans: medical, denlife insurance,
accidental death and dismemberment insurance veutwincome benefits, dependent life insurancegiterm disability insurance, long-term care
insurance, financial planning program and two ‘fr@e” accounts - health care reimbursement andrdkge care reimbursement. Please feel free to
contact Steve G. Sheehan, Vice President, MRL/IS/WW&&nsing Human Resources directly at 215-652-580flld you need further details on these
benefit programs.

Additionally, you will be eligible to participateitheEmployee Savings and Security P(artax-deferred 401(k) plan) a@mpany-paid Pension Plan.
If you are presently in a tax-qualified plan, yoayriroll over” an eligible distribution from thislgn into our 401(k) Plan. Our tadeferred 401(k) Plan
managed by Fidelity Investments and includes a wadety of investment options.

You will be eligible for 20 days of vacation annlyah accordance with Company policy, accrued anaathly basis.

Upon your written acceptance of our offer, we dilfray your reasonable relocation expenses in auatmo less than $50,000 if incurrethis

consists of, but is not limited to, all costs aadd (including professional fees) incurred in niagiolgy this agreement, terminating your employmeitia
Howard Hughes Medical Institute, disposing of ymsidence in Massachusetts and moving your persmbhousehold effects to your permanent
residence in the new location. If you currently cavhome or intend to purchase in the new locaptegse do not contact any Realtor until you receive
the list of authorized brokers from our Relocation




Department. A relocation consultant will contactiyirectly to review your relocation benefits andka the proper arrangements. If you have any
guestions specifically regarding your relocationdsés prior to your consultant contacting you,gde call Barbara Turansky (215) 63268 at Merck &
Co,, Inc., West Point, Pennsylvania. Please natettte arrangements with the carrier must be hdrditectly by Merck. Relocation allowances are
subject to U.S. Federal Income Tax in accordantie federal statutes.

A Home Assistance Program in the amount of up @0$H0, based on need, has been approved andewilidvided directly to one of three Merck
authorized mortgage companies on your behalf. ditiath to your own funds as the down payment, tloenid Assistance Program will be applied to
offset your mortgage balance. This Program is dmred a second mortgage resulting in a lien placetthe property and will close simultaneously with
the first mortgage. The lien and subsequent tanesod these funds will cover a period of five (Bays. The appropriate taxes will be deducted mpnthl
through payroll. If you leave Merck before the limmd taxes are satisfied, you would be obligategpay a prorated portion of the original Home
Assistance Program. Complete details of this progiacluding the list of mortgage companies, wél firovided by your relocation counselor.

Please be advised that this offer is contingenhuhe following:

- your successfully completing a drug screen evaluai;

- proof of your eligibility to work in the United States.

Once the above contingencies have been met, weavifirm the offer and your February 1, 2001 staytiate. Your employment at Merck will be
subject to Merck’s terms and conditions of emplogimerhich will be provided to you when this offerdéonfirmed. We do not advise altering your
current employment status until these contingenttée® been met

In order to schedule your pre-placement healthuatmn and drug screen, please contact Dr. Robé&alSone, Corporate Medical Director, Employee
Health Services, Merck & Co., Inc., Whitehouse, Nimsey at 908-423-4115.

It is with a great deal of confidence that we egtéris offer to you. We are impressed with youri@eéments and your strong motivation for a succg
scientific career. We believe that you possesgjtiadities that would complement and contributen® dttainment of our research goals, and we are
certain that Merck can provide you with an enviremtthat is stimulating and rewarding.

It is the expectation of Merck that you will sucdd®r. Edward M. Scolnick as President, MRL. Shogdd not succeed Dr. Edward M. Scolnick as
President, MRL, you may choose to return to acadeAs an employee of Merck, you will be an emplogewill. This means that either you or Merck
may terminate the employment relationship at amgtfor any lawful reason. In order to accommodatér yoncern about returning to academia, Merck
agrees that if, (1) by May 1, 2003, you have narnbappointed by Merck to succeed Dr. Edward M. @cklas President, MRL, or if (2) on or before
May 1, 2003 someone other than you is appointeldlénck to succeed Dr. Scolnick as President, MRLf (8) prior to the second anniversary of the
effective date of Raymond V. Gilmartgtretirement, your employment is terminated by Mdoz a reason other than gross misconduct, therch/hal
give a one-time grant of $2,000,000




to an academic institution, designated by youttiersole purpose of enabling you to set up andtaiaia research laboratory as an employee of that
institution, provided that the designated instduathires you as an employee no later than oneafearthe first of the above contingencies occ8isce

the purpose of the grant is to provide a signifidzenefit for you, as a condition precedent to M&rémplementation of the special arrangement, upon
the termination of your Merck employment you mughsand comply with noncompete and nondisclosuoipions and a waiver and release of claims,
in a format prescribed by Merck; provided that tivens of such provisions applicable to you shalhbéess favorable to you than any other such terms
prescribed by Merck for a departing MRL employe&edde MO1 during the preceding five years areffalvie to such departing employee.

We look forward to receiving your favorable respgria writing, and sincerely hope you find at Me&ICo., Inc. the career opportunities you are
seeking. We would appreciate receiving your writiegply as soon as possible, but no later haoember 22ndIf | can answer any questions or prov
assistance in any way, please do not hesitatertiacome at 215-652-7553.

Sincerely,
/s/ Edward M. Scolnick

*Note: All benefits, bonuses and stock options@mvided or granted subject to the terms of thdiegiple plan documents, as such plans may be
amended from time to time by the Company.

Copy: Susan D. Paulosk
Steve G. Sheehe
Ginny S. Stepher
Kenneth J. Weis
Wendy L. Yarnc
New Employee Administratio






Exhibit 12
MERCK & CO., INC. AND SUBSIDIARIES
Computation Of Ratios Of Earnings To Fixed Charges

(In millions except ratio data)

Years Ended December 3

2003 2002 2001 2000 1999 1998
Income from Continuing Operations Before Ta  $9,051.¢ $ 9,651. $ 9,948.: $9,362.: $8,370..  $7,976.¢
Add (Subtract)
One-third of rents 75.€ 67.2 64.2 55.¢ 55.C 52.2
Interest expense, gro 350.¢ 390.¢ 463.7 484.( 315.5 205.1
Interest capitalized, net of amortizati (30.3) (36.9) (66.7) (99.0 (61.4) (36.9)
Equity (income) loss from affiliates, net of
distributions 79.2 (156.7) (113.%) (288.9) (352.%) 36.2
Preferred stock dividends, net of 1 150.¢ 164.: 199.¢ 205.(C 120.2 61.4
Earnings from Continuing Operatio $9,678.: $10,080.¢ $10,495.¢ $9,719.¢ $8,446.7  $8,295.(
| I I | | |
One-third of rents $ 75€ $ 67z $ 64z $ b55.¢ $ 55 $ b52:
Interest expense, gro 350.¢ 390.¢€ 463.7 484.( 315.£ 205.1
Preferred stock dividenc 215.¢ 234.i 285.1 292.¢ 171.7 87.7
Fixed Charges from Continuing Operatic $ 6421 $ 692F $ 813.( $ 832.¢ $ 5422 $ 345.1
| I I | | |
Ratio of Earnings to Fixed Charges from Contint
Operations 15 15 13 12 16 24
| I I | | |

For purposes of computing these ratios, “earnigsisist of income before taxes, one-third of rédeemed by the Company to be representative of the
interest factor inherent in rents), interest expengt of amounts capitalized, equity income (I&ss) affiliates, net of distributions, and divid#son
preferred stock of subsidiary companies. “Fixedrgha” consist of one-third of rents, interest e)geeas reported in the Company’s consolidated
financial statements and dividends on preferredkstd subsidiary companies.
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Financial Review
Description of Merck’s Business

Merck is a global research-driven pharmaceuticatlpcts company that discovers, develops, manutestmd markets a broad range of innovative
products to improve human and animal health, direstd through its joint ventures. Merck sellsgteducts primarily to drug wholesalers and retailer
hospitals, clinics, government agencies and manbkgelth care providers such as health maintenamgamizations and other institutions. The
Company’s professional representatives communtbateffectiveness, safety and value of our prodackealth care professionals in private practice,
group practices and managed care organizations.

On August 19, 2003, Merck completed the sgfrebMedco Health Solutions, Inc. (Medco HealtRhllowing the spin-off, the Company’s prior
period Consolidated Statements of Income and ChstsFand related discussions have been restajgesent the results of Medco Health separate
discontinued operations. As a result of the spingbduct sales now reflect sales to Medco Headtlthird-party sales based upon the net sellingg pri
from Merck to Medco Health. Prior year amounts hagen restated to conform to the current year ptaten.

Overview

Merck remains committed to its strategy of discawgrnd developing novel medicines and vaccinessndnfident in its ability to drive long-term
shareholder value. In 2003, the Company withdrew/ gwoducts from late-phase clinical trials. Desffitese setbacks, Merck’s research and
development efforts are, and will continue to Ibe, foundation of the Company. Continuing to focasleveloping and launching novel medicines and
vaccines backed by proven outcomes at competiticeg aggressively pursuing external alliancesgeling the Company’s cost structure and
maximizing in-line franchises will allow Merck ta@wv and succeed over the long term.

In 2003, the Company completed the succespfaloff of Medco Health and increased its ownershiBamyu Pharmaceutical Co., Ltd. (Banyu),
of Japan’s top 10 pharmaceutical companies. Thesattions make Merck a more focused pharmaceutsalarch company with a stronger position in
Japan, the world’s second-largest market.

In November 2003, the U.S. Food and Drug Adstriation (FDA) accepted the filing of a New Drugplication (NDA) by Merck/Schering-Plough
Pharmaceuticals, a partnership between Merck ahdrig-Plough Corporation (Schering-Plough), ¥gtorin, which contains the active ingredients of
bothZetia (ezetimibe) an@ocor (simvastatin). The investigational cholesterol-lowg medicine is being developed for the reductibelevated
cholesterol levels (hypercholesterolemia). In Delsen2003, Merck resubmitted an expanded NDA tdDA for Arcoxia, its newest coxib for the
treatment of osteoarthritis, rheumatoid arthritisronic low back pain, acute pain, dysmenorrheateagouty arthritis and ankylosing spondyflitis.
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In addition to the 2003 submissions, Merck ihagel vaccine candidates, a diabetes drug andagfdr sleep disorders in the late-stage pipeliie
Company’s preclinical and Phase | and Il prograpss significant number of therapeutic categaresinclude work in the areas of diabetes, obesity,
Alzheimer's disease, respiratory disease, corohasyt disease, rheumatoid arthritis and vaccines téchnologies give Merck the potential to move
compound candidates into later stages for develapfaster than before. Merck supplements its irgkr@search with an aggressive licensing and
external alliance strategy focused on the entiegtspm of collaborations from early research te-sthge compounds.

In 2003, the Company accelerated its effartahdamentally lower its cost structure throughmpany-wide initiatives. In October 2003, Merck
announced the reduction of 4,400 positions, whioxpected to be completed in 2004. In additiomhénfourth quarter of 2003, the Company
implemented a new distribution program for U.S. lekalers to moderate the fluctuations in salesethby wholesaler investment buying and improve
efficiencies in the distribution of Merck pharmateal products.

Each of Merck’s major in-line franchises ramther No. 1 or 2 in its class in worldwide sal€Bis success has been driven largely by Merclcsso
on developing novel medicines and demonstrating taue through proven health outcomes. Merck'srgg financial profile enables the Company to
fully fund research and development, aggressivaty$ on external alliances, support inline prodaots maximize upcoming launches while providing
significant cash returns to shareholders.

Earnings per common share assuming dilutiomfcontinuing operations for 2003 were $2.92, iditlg the impact of the implementation of the new
distribution program for U.S. wholesalers and rgdtiring costs related to position eliminationsn@uuing operations excluded only the results from
Medco Health. The Company anticipates frélar 2004 earnings per common share assumingailuticluding the effect of restructuring costs$af11
to $3.17.

Competition and the Health Care Environment

The markets in which the Company conducts its kassirare highly competitive and often highly reqadatGlobal efforts toward health care cost
containment continue to exert pressure on prodtcing and access.

In the United States, the government madefsignt progress in expanding health care accessldyng prescription drug coverage to Medicare
beginning in 2006 and implementing a voluntary ddisgount card for Medicare beneficiaries effectivdune 2004. Implementation of the new benefit
will support the Company’s goal of improving accessedicines by expanding insurance coverage gwingserving market-based incentives for
pharmaceutical innovation. At the same time, theefieis designed to assure that prescription dasjs will be controlled by competitive pressurned a
by encouraging the appropriate use of medicines.Gtmpany has taken a leadership role in contrigut the success of the new Medicare-endorsed
discount cards by providing its medicines freeléov-income Medicare beneficiaries who exhaust théD0 transitional assistance allowance in
Medicare-endorsed drug discount cards. This adieonsistent with the Company’s long-standingdatAssistance Program, which provides free
medicines to patients in the United States who tholg coverage and cannot afford their medicines.

In addressing cost containment outside of ikedi, the Company has made a continuing efforetoahstrate that its medicines can help save ao
overall patient health care. In addition, pricitexibility across the Company’s product portfoliashencouraged growing use of its medicines and
mitigated the effects of increasing cost pressures.

Outside the United States, in difficult envineents encumbered by government cost containménhacthe Company has worked in partnership
payers on allocating scarce resources to optingzdtin care outcomes, limiting the potentially dagntal effects of government policies on sales tjiow
and supporting the discovery and development afvative products to benefit patients. The Compdsy & working with governments in many
emerging markets in Latin America and Asia to emaga them to increase their investments in healthtlhereby improve their citizens’ access to
medicines. Countries within the European Union (E®gognizing the economic importance of the redeansed pharmaceutical industry and the value
of innovative medicines to society, are workinghwiitdustry representatives and the European Coroniss proposals to complete the “Single
Market” in pharmaceuticals and improve the competitlimate through a variety of means includingke& deregulation.

The Company is committed to improving accessieédicines and enhancing the quality of life feople around the world. Merck’s African
Comprehensive HIV/AIDS Partnerships (ACHAP) in Baé®a, in collaboration with the government of Baisw and the Bill & Melinda Gates
Foundation, is striving to develop a comprehenaivé sustainable approach to HIV prevention, cadet@atment. To further catalyze access to HIV
medicines in developing countries, in October 20@2Company began to introduce a new 600 mg t&dretulation of its anti-retroviral medicine
Stocrinat a price of less than one dollar per day in ¢ast developed countries and those hardest hiiteblylV/AIDS epidemic. By the end of 2003,
more than 120,000 patients in 62 developing coestriere being treated with anti-retroviral regimeostaining eitheCrixivan or Stocrin. Through
these and other actions, Merck is working with ipars$ in the public and private sectors alike taufoon the real barriers to access to medicindsein t
developing world: the need for sustainable finaggcincreased international assistance and additiow@stments in education, training and health
infrastructure and capacity in developing countries

There has been an increasing amount of fooysivacy issues in countries around the worldluding the United States and the EU. In the United
States, federal and state governments have pulsgisthtive and regulatory initiatives regardingdigat privacy, including recently issued federal
privacy regulations concerning health informatishjch have affected the Company’s operations.

Although no one can predict the outcome oéhend other legislative, regulatory and advocaitiaiives, the Company is watlesitioned to respor
to the evolving health care environment and maidwees.

The Company anticipates that the worldwidadreoward cost containment will continue, resultingpngoing pressures on health care budgets. ¢
Company continues to successfully launch new prisgdgontribute to health care debates and morgforms, its new products, policies and strategies
will enable it to maintain a strong position in ttleanging economic environme
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Operating Results
Sales

Worldwide sales for 2003 increased 5% in total ®@02, reflecting a 4% favorable effect from foregxchange and a 1% favorable effect from price
changes. The overall increase reflects strong grofingulairfor asthma and seasonal allergic rhinfiesamaxor osteoporosis, andozaar/ Hyzaar
for high blood pressure. Also contributing to therease were sales \dfoxxandArcoxiafor arthritis and painCancidasfor infections,Cosoptfor
glaucomaProscarfor benign prostate enlargement, dfddxaltfor migraines. Revenues from the Company’s relatigmwith AstraZeneca LP

(AZLP) also added to the overall growth.

Domestic sales increased by 1%, while forsigles grew 11%. Sales in the United States wemevardbly impacted by the implementation of a new
distribution program for U.S. wholesalers as désatibelow, and foreign sales were negatively affibl the loss of basic patent protectionZocor,
for modifying cholesterol, in Canada and certaiorddes in Europe, including the United Kingdom @ ermany. Foreign sales represented 41% of
sales in 2003.

Historically, in anticipation of possible peiincreases, certain U.S. wholesalers placed someancellable orders at prices that remained #ceff
until Merck shipped the product. In the fourth geainf 2003, the Company implemented a new digtiobuprogram for U.S. wholesalers to moderate
the fluctuations in sales caused by wholesalerstment buying and improve efficiencies in the disttion of Merck pharmaceutical products. The new
program has lowered previous limits on average hipmurchases of Merck pharmaceutical products 1. dustomers. Overall, implementation of the
new U.S. wholesaler distribution program had amregted $700 to $750 million unfavorable impact onsolidated revenues with an estimated
$500 million unfavorable effect ahocorsales.

Worldwide sales for 2002 increased 1% in tatal 2% on a volume basis from 2001. Foreign exgphdad less than a one-half point unfavorable
effect on sales growth and price changes had éalbemnb effect on growth. Foreign sales represe®@% of total sales in 2002.

Saledb by category of the Company’s products were as¥iglo

($ in millions) 2003 2002 2001

Atherosclerosit $ 5,077.¢ $ 5,552.; $ 5,433.:
Hypertension/heart failur 3,421.¢ 3,477.¢ 3,584.:
Anti-inflammatory/analgesic 2,677.: 2,587.: 2,391.:
Osteoporosi: 2,676.¢ 2,243.: 1,629.7
Respiratory 2,009.¢ 1,489.¢ 1,260.:
Vaccines/biological: 1,056.: 1,028.: 1,022.¢
Anti-bacterial/an-fungal 1,028.t 821.C 750.¢
Ophthalmological 675.1 621.F 644.5
Urology 605.5 547.% 545.¢
Human immunodeficiency virus (HI\ 290.¢ 294 380.¢
Other 2,967.: 2,783. 3,556."

$22,485.¢ $21,445.¢ $21,199.(

I I I

(@) presented net of rebates and discounts.

The Company’s products include therapeutic@edentive agents, generally sold by prescriptionthe treatment of human disorders. Among these
are atherosclerosis products, of whitidtoris the largest-selling; hypertension/heart failpreducts, the most significant of which &@ezaar, Hyzaar,
andVasotec anti-inflammatory/analgesics, which includ@sxxandArcoxia, agents that specifically inhibit the COX-2 enzymhich is responsible
for pain and inflammation (coxibs); an osteoporgsaduct,Fosamax for treatment and prevention of osteoporosigspiratory productingulair, a
leukotriene receptor antagonist for treatment diras and for relief of symptoms of seasonal alterginitis; vaccines/biologicals, of whid-M-RIl, a
pediatric vaccine for measles, mumps and rub@Baivax, a live virus vaccine for the prevention of chingex, andRecombivax HBhepatitis B
vaccine recombinant) are the largest-selling; batiterial/anti-fungal products, which includ@smaxinas well as newer produdBancidasandinvanz;
ophthalmologicals, of whicRosoptandTrusoptare the largest-selling; a urology prodwRitpscar, for treatment of symptomatic benign prostate
enlargement; and HIV products, which inclu@exivan andStocrinfor the treatment of human immunodeficiency virdection in adults.

Other primarily includes sales of other hurpaarmaceuticals, pharmaceutical and animal heafiplg sales to the Company’s joint ventures and
revenue from the Company’s relationship with AZpEmarily relating to sales dflexiumandPrilosec. Revenue from AZLP was $1.9 billion,
$1.5 billion and $1.9 billion in 2003, 2002 and 20€espectively.

Zocor, Merck’s statin for modifying cholesterol, achieved woridevsales of $5.0 billion in 2003, a decline of 8%m 2002. The implementation
the new U.S. wholesaler distribution program in20@favorably impactedocorsales by approximately $500 million for the year2D03, sales of
Zocorwere also affected by increased competition irsthéin market and the loss of basic patent pratedti Canada and certain countries in Europe,
including the United Kingdom and Germany. The paéxpirations had an unfavorable impact on thessedenparison to 2002 of 8%. U.S. mail-order-
adjusted prescription levels f@ocorincreased by approximately 2% in 2003.

In April, the FDA approved a new indicatiom Zocorbased on the results of the landmark Heart Prote&tudy (HPS), which demonstrated tl



along with dietZocor40 mg is the first and only cholesterol-loweringdization proven to save lives by reducing the dbkeart attack and stroke in
people with heart disease or diabetes, regardfessotesterol level. Results of a subgroup analgéthie HPS published in the June issud@toé Lancet
showed that treatment wiocor40 mg lowered the incidence of heart attacks amukstfor people with diabetes, regardless of chietesor glucose
levels. Merck continues to communicate the resiflte landmark HPS to physicians and consumers.
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In May, a new contract took effect wheretncorwas selected as the sole high-potency HMG ageatir(sfor the U.S. Department of Veteran
Affairs and the Department of Defense. High poteisayefined in the contract as lowering LDL-C bylesst 38%.

In 2006 Zocorwill lose its market exclusivity in the United Statand the Company expects a decline in U.S. sales.

Fosamax the most prescribed medicine worldwide for tleatment of postmenopausal, male and glucocorticmideed osteoporosis, continued its
strong growth in 2003 with sales of $2.7 billion,iacrease of 19% over 2002. U.S. mail-order-adgigrrescription levels fdfosamaxincreased by
approximately 9% in 2003.

FosamaxOnce Weekly has been launched in more than 80 itsankarldwide and potential for continued growttitie osteoporosis market remains
strong: fewer than 25% of women with osteoporasiseven major markets have been diagnosed anddreat

In April, an international study was publisiadrhe Archives of Internal Medicirghowing that women who stopped hormone replacetherapy
(HRT) experienced significant bone loss duringytear following discontinuation. The study also skovthat~Fosamaxprevented this bone loss in me
women and helped increase bone density of the gpidenaintained bone density at the hip in postipaasal women who stopped HRT.

In June, in a published study versus Actoaéfr(inistered in an approved once-daily dosing regiin Europe, where the study was conducted),
Fosamax70 mg Once Weekly provided significantly greater@ases in bone mineral density at the spine gndrid similar tolerability.

In September, results from two head-to-headiss were presented at the annual meeting of theridan Society for Bone and Mineral Research.
These studies, the Efficacy Bbsamaxs. Evista Comparison Trial (EFFECT), demonstraitedsuperiority ofFosamaxversus Evista (raloxifene) for
the treatment of postmenopausal osteoporosis,Faigamax70 mg Once Weekly providing significantly greatecrieases in bone mineral density at the
spine and hip than raloxifene 60 mg once daily.

Global sales fo€ozaar, and its companion ageiityzaar(a combination o€ozaarand the diuretic hydrochlorothiazide), for the treant of
hypertension were strong in 2003, reaching $21®bjla 14% increase over 2002. U.S. mail-ordeusigid prescription levels f@ozaarandHyzaar
increased by approximately 8% in 2003.

CozaarandHyzaarcompete in the fastest-growing class in the angnigmsive marketCozaaris the second-most-frequently prescribed angiotensi
Il antagonist (AllA) in the United States and thegest-selling AlIA in Europe.

In March 2003, the FDA approv€&bzaaras the first and only AllA indicated to reduce thek of stroke in patients with hypertension arit le
ventricular hypertrophy (LVH). The new indicationbased on the landmark Losartan Intervention falpgint Reduction in Hypertension (LIFE) stu
The LIFE study demonstrated that treatment witagimen based oBozaarreduced the risk of stroke by 25% in patients wigpertension and LVH
versus treatment with a regimen based on the betadr atenolol. In the study, black patients wWittpertension and LVH had a lower risk of stroke on
atenolol than oiCozaar.

In 2003, two separate sets of hypertensiodeaiuies were issued: the Seventh Report of the Bitional Committee on Prevention, Detection and
Treatment of High Blood Pressure in the Unitedeta May and the European Society of Hypertendtomepean Society of Cardiology Guidelines in
Europe in June. Both support the use of AllAs e treatment of certain groups of patients, basguit on the landmark LIFE and Reduction of
Endpoints in Non- Insulin Dependent Diabetes Madlitvith the Angiotensin 1l Antagonist Losartan (R&AL) studies withCozaar.

In the RENAAL study of patients with hypertears Type |l diabetes and nephropatpnzaarsignificantly delayed the doubling of serum creiaiin
(a marker of kidney disease) and significantly gethprogression to end-stage renal disease (ESREndition requiring dialysis or renal
transplantation for survival, but had no effectamerall mortality.Cozaaris the only medicine that has demonstrated a sagmif reduction in the risk of
ESRD in patients with Type Il diabetes, nephropathg hypertension.

Thirty-two countries have granted new regulaticenses taCozaarbased on the LIFE study, and 45 countries have dormsed on RENAAL.

In 2001, Merck and E.l. du Pont de Nemours @athpany (DuPont) began sharing equally the operatiofits fromCozaarandHyzaarin North
America, under terms of the license agreement ksitelol between the parties in 1989. Financial tavatside of North America were not changed.

Worldwide sales d¥ioxx, Merck’s first once-a-day coxib, grew 2% over 208éhieving $2.5 billion in sales in 2003. Althougts. mail-order-
adjusted prescription levels foiioxxdecreased by approximately 8% in 200&xxremains the most widely available coxib on manacgeréd
formularies in the United Statégioxxis the only coxib in the United States that offédshour pain relief in a once-daily tablet forialtlications, with
more than 91 million prescriptions written in thaitéd States since its introduction in 1999. Owshik United State¥jioxxis the best-selling arthritis
and pain medicine.

Data presented at the 55th Annual Scientifeelihg of the American Academy of Neurology in Apriofiled research results fdfioxxin the
treatment of acute migraine headachéexx25 mg once daily and 50 mg once daily relievedaauigraine pain within two hours and reduced certai
symptoms associated with migraine headaches of rated® severe intensityioxxwas well-tolerated compared to placebo in the 5&fept study.

Supplemental NDAs are under review with theARDr additional indications for acute migraine gogenile rheumatoid arthritis. If approved, these
uses are expected to enhance the efficacy prdfiéoxx.

Arcoxia, Merck' s newest coxib, continues to be launched in ceemwiutside the United States. As of DecembeArcoxiahad been launched in



countries in Europe, Latin America and Asia, witbrldwide sales reaching $70 million for the year.
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In December, the Company submitted an NDAMaoxiato the FDA seeking indications for the treatmentostieoarthritis, rheumatoid arthritis,
chronic low back pain, acute pain, dysmenorrheateagouty arthritis and ankylosing spondylitis,aanful condition of the spine. The FDA will
determine whether to accept Merck’s applicatioswdsmitted.

In June, new studies presented at the anougiress of the European League Against Rheumatismes] thatrcoxia provided sustained pain relief
in patients with osteoarthritis and rheumatoid rtith Treatment effects were maintained for theation of each study—more than three years in the
osteoarthritis study and one year in the rheumatdiatitis studies.

Results from an investigational studyAstoxiain patients with chronic low back pain were pubdidhn the August issue @he Journal of Pain
The study showed th&trcoxia60 mg and 90 mg once daily provided significantioyement in the relief of symptoms and disabiliggaciated with
chronic low back pain compared to placebo. Improseimvas observed one week after initiating therdgaximum relief was observed at four weeks,
and relief was maintained throughout the three-imstudy.

In November, the European Union’s CommitteeFmprietary Medicinal Products concluded its coehgnsive review of the COX-2 selective
inhibitor class, which includegioxxandArcoxia, and confirmed that the medicines have a posiialance of benefits and risks.

Singulair, Merck’s once-a-day oral medication indicatedtfar treatment of chronic asthma and the reliefyofgtoms of seasonal allergic rhinitis
(hay fever), continued its strong performance iA2&ingulairis the second-most-prescribed product in the overapiratory market in the United
States. Total 2003 sales ®ihgulairwere $2.0 billion, an increase of 35% over 2005.Wnail-order-adjusted prescription levels $ngulairincreased
by approximately 32% in 2003.

During the first quarter, Merck launched a riedication forSingulairfor the relief of symptoms of seasonal allergiaitis in adults and children as
young as 2 years of aggingulairrepresents a novel way to treat seasonal allebgiesuse it blocks leukotrienes instead of histarmimemay offer
relief to many of the more than 50 million peopigtie United States who suffer from some form tirglc rhinitis. Twenty-eight countries outside the
United States have also approved the new indication

In September, Merck announced that it had n&udgulairavailable in the United States for the preventiod tieatment of chronic asthma in
children ages 12 months to 5 years with a new, enient once-a-day oral granules formulation. The fegmulation represents the first non-steroidal
once-daily oral asthma controller medication apptbfor children as young as 12 months. The oralges formulation oSingulaircan also be used 1
relief of symptoms of seasonal allergies in chitdages 2 to 5 years. Asthma is the most commomihebildhood iliness, affecting more than 6 mifi
children in the United States alone, with an insieg prevalence in children under 5 years.

Also in September, Merck presented the residilssnew study, PREvention of Virally Induced Asth (PREVIA), at the 13th Annual Congress of the
European Respiratory Society. PREVIA showed thangochildren whose asthma was triggered by colgemanced significantly fewer asthma attacks
when treated witlsingulair, compared to placebo. Viruses that cause the conuolo and respiratory infections account for ug@%86 of childhood
asthma attacks.

In March 2003, the FDA apprové&anend, the first member in a new class of medicineselp Iprevent the acute and delayed nausea and wgmiti
associated with highly emetogenic cancer chemaglyeRresentations at the 39th Annual Meeting ofAhreerican Society of Clinical Oncology
demonstrated that treatment with a regimen comtgiBmendreduced the impact of chemotherapy-induced nausga@miting on patients’ daily
functioning.

Sales growth in 2003 also benefited fréancidas, which is the first in a new class of anti-fungalalled echinocandins or glucan synthesis
inhibitors, introduced in more than a decadancidasis used to treat certain life-threatening fung&ations that are becoming more prevalent as the
number of people with compromised immune systermeases. This medicine is indicated for the treatroécandidemia (bloodstream infection) and
the following Candida infections: intra-abdominbkaesses, peritonitis (infections within the linofghe abdominal cavity) and pleural space intei
(infections within the lining of the lung). It ids® indicated for esophageal candidiasis, andvasive aspergillosis in patients who do not responar
cannot tolerate other anti-fungal therapies, swchnaphotericin B, lipid formulations of amphoteni® and/or itraconazole.

Other products experiencing growth in 2003uded the antibioti®rimaxin, Proscarfor the treatment of symptomatic benign prostatargement,
Maxaltfor the treatment of acute migraine headachesufta€osoptto treat glaucomaropeciafor male pattern hair loss, atvanzfor the treatmer
of selected moderate to severe infection in adGltisivan, though still contributing to 2003 sales, declimedinit volume as a result of therapeutic
competition. Also contributing to Merck’s total ealin 2003 was revenue resulting from the Compamyaionship with AZLP, primarily relating to
sales ofNexium.

Global sales dfetia, the cholesterol absorption inhibitor developed ararketed by Merck/Schering-Plough Pharmaceuticadehed $469 million
for 2003. More than 5.7 million prescriptions hdeen written in the United States since the Ui$dh ofZetiain mid-November 2002, according to
IMS Health.Zetiacurrently accounts for more than 5% of new presicniys in the U.S. cholesterol-modifying mark2etiais reimbursed for nearly 90
of all patients in managed care plans in the Uriedes. The Company records its interest in theek8chering-Plough partnerships in Equity income
from affiliates.

Zetiais the first in a new class to come to market en¢holesterol management category since statins wgoduced 15 years ago. It works to lo
cholesterol in a unique way by inhibiting cholestebsorption in the intestin&etiais often combined with statins, which work by iniitig cholestero
synthesis in the liver.

In 2003, following the successful completidrite European Union Mutual Recognition Proced&zstrol(the brand name fafetiaoutside of the
United States) had been launched in five Europeantde—Germany, the United Kingdom, Switzerland, Swedemh the Netherland:
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In September, Merck/Schering-Plough Pharméacaatsubmitted an NDA to the FDA fdtytorin, which contains the active ingredients of battia
(ezetimibe) an@ocor (simvastatin). If approved, the product would be finst single medication to target the body’s seources of cholesterol through
dual inhibition—inhibiting both cholesterol prodigt in the liver and absorption in the intestime November, the filing was accepted by the FDA for
standard review. Similar applications have beeafih other countries outside the United States.

Costs, Expenses and Other

($ in millions) 2003 Change 2002 Change 2001

Materials and productio $ 4,315.: +1C% $ 3,907.: + 8% $ 3,624.¢
Marketing and administrativ 6,394.¢ +13% 5,652.: -1% 5,700.¢
Research and developme 3,178.: +1%% 2,677.. + 9% 2,456.¢
Acquired researc 101.¢ * — — —
Equity income from affiliate (474.2) -26% (644.7) - 6% (685.9
Other (income) expense, r (81.6) * 202.< +31% 155.C
$13,434.: +14% $11,794.. + 5% $11,250.¢

I | I | I

*100% or greater.
Materials and Productiol

In 2003, materials and production costs increa®8d dompared to a 5% sales growth rate. Excludiageffects of exchange and inflation, these costs
increased 7%, compared to sales volume at the Eareleas 2002. The increase in these costs reladigales volume reflects the effect of changes in
product mix as well as a change in the mix of ddioesd foreign sales, attributable in part toithglementation of the new distribution program for
U.S. wholesalers. In 2002, materials and produatimsts increased 8%, compared to a 1% sales gravetlprimarily attributable to the effect of chaa

in product mix. Excluding the effects of exchangd @nflation, these costs increased 10%, eighttpdiigher than the unit sales volume growth in 2002
Gross margin was 80.8% in 2003 compared to 81.820@2 and 82.9% in 2001.

Marketing and Administrativ

In 2003, marketing and administrative expensesamed 13%. Excluding the effects of exchange dtation, these costs increased 5% primarily
attributable to the impact of $195 million for nestturing costs related to position eliminations2D03, the Company accelerated its efforts to
fundamentally lower its cost structure through Campwide initiatives. In October 2003, the Companyounced the reduction of 4,400 positions,
which is expected to be completed in 2004. Appratety 3,200 positions had been eliminated as oebBdxer 31, 2003. Additional restructuring costs
are expected to be incurred in 2004. When compile¢ecost reductions are expected to generate hsaviags of payroll and benefits costs of $250 to
$300 million starting in 2005. The Company contisite seek opportunities to improve its businessgsses and reduce its cost structure. In 2002,
marketing and administrative expenses decreaseit 18tal and 4% on a volume basis. Marketing anuiagstrative expenses as a percentage of sales
were 28% in 2003, 26% in 2002 and 27% in 2001.

Research and Developme

Research and development expenses increased 12903n Excluding the effects of exchange and irdlatihese expenses increased 13%. Researt
development expense growth reflects the Compamgeing commitment to both basic and clinical reskaas well as new research collaborations.

Merck’s late-stage pipeline candidates inclndeel vaccines for human papillomavirus (HPV), plaén associated with shingles, dRdtaTeq a
vaccine for rotavirus — a highly contagious virbattis the most common cause of severe gastrogntarinfants and young children. Merck expects to
file Product License Applications (PLAs) with thB KA for these three novel vaccine candidates irsgeond half of 2005. There are competing clair
intellectual property in the HPV field, but the Cpamy is confident that the claims will not delag tiompany’s program. The Company expects to
submit a PLA to the FDA for itBroQuadvaccine, a pediatric combination vaccine for megsteumps, rubella and chickenpox, in the seconddfial
2004.

The Company is also studying a DP-1V inhihitoiglucose-lowering mechanism, used alone andritbination for the treatment of Type Il diabetes.
Merck plans to enter Phase Ill clinical trials wilfis investigational compound in the second quaft®004 and expects to submit an NDA to the FDA
in 2006.

Merck’s early-stage pipeline includes candidah each of the following areas: diabetes, opesizheimer’s disease, respiratory disease, cagona
heart disease, rheumatoid arthritis and vaccines.

The Company supplements its internal reseaitthan aggressive licensing and external allisstcategy focused on the entire spectrum of
collaborations from early research to late-stagapmunds, as well as new technologies. In 2003, Keompleted 47 significant transactions, including
research collaborations, preclinical and clinicahpounds, and technology transactions, compar&@ to 1999. Transactions completed in 2003 inc
agreements with the following companies: GenPath¢céncer; Amrad, for respiratory disease; Neurpfmrpain; and Actelion, for cardiovascular
disease.

On February 10, 2004, the Company announcadtthad entered into an agreement with H. Lunll#¢& (Lundbeck) to develop and commercia



in the United States gaboxadol, a compound licetsédindbeck by a third party that is currentlyFhase Il development for the treatment of sleep
disorders. Under the terms of the agreement, Luridi@l receive an initial payment of $70.0 milli@nd up to $200.0 million in additional milestone
payments. The Company and Lundbeck will jointly pbete the ongoing Phase Il clinical program, vifie Company funding the majority of the
remaining development activities. The Company gudies that it will file an NDA with the FDA betwedate 2006 and mid-2007. Following FDA
approval, the companies plan to co-promote gabdxadbe United States. Lundbeck will receive arehaf gaboxadol sales in the United States.

On February 23, 2004, the Company announc&dtthad agreed to acquire Aton Pharma, Inc. (Atarprivately held biotechnology company
focusing on the development of novel treatmentséorcer and other serious diseases. Consideratighd acquisition will consist of upfront and
contingent payments based upon the regulatongfitimd approval and sales of products. Aton’s cdihpipeline of histone deacetylase inhibitors
represents a class of anti-tumor agents with piatiior efficacy based on a novel mechanism ofcerctAton’s lead product candidate, known as
suberoylanilide hydroxamic acid, has been extehssteidied in Phase | clinical trials and is cutheim Phase Il clinical trials for the treatmerit o
cutaneous T-cell ymphoma. The Company expectsitaptete the acquisition of Aton in the first quareé 2004.
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The chart below reflects the Company’s redepipeline as of March 1, 2004. Candidates showPhase IIl include specific products. Candidates
shown in Phase | and Il include the most advanoetpound with a specific mechanism in a given theusip area. Back-up compounds, regardless of
their phase of development, additional indicationthe same therapeutic areas and additional ktengions or formulations for in-line products acg
shown. Preclinical areas shown are those wherEdingpany has initiated Good Laboratory PracticesRj&tudies in compounds with mechanisms
distinct from those in Phase | and Il. The Compamrograms are generally designed to focus onelieldpment of novel medicines to address large,

unmet medical needs.

Research Pipeline

Preclinical

Diabetes
Atherosclerosit
Parkinsor's diseas:

Pain

Anxiety

Osteoporosi:

Cancet

Rheumatoid arthriti

Glaucome

Antibacterial

Vaccines

Phase

Diabetes c-3347
Obesity c-2624, -5093
Atherosclerosi: c-8834
Alzheimer's diseas: c-7617, 9138
Multiple Sclerosis c-6448

Pain c-1246
Psychiatric diseas c-9054
Respiratory diseas c-3193
Rheumatoid arthriti c-4462, -5997
AIDS c-2507
Vaccines HIV vaccine
Phase |

Obesity c-2735
Alzheime's diseas! c-9136
Urinary incontinenct c-3048
Respiratory diseas c-3885
Pos-operative nausea and vomiti c-9280

Vaccines

Pediatric combinatio

Phase llI

Pediatric combination vaccir
Rotavirus vaccin

Shingles

Human papillomaviru
Diabetes

Sleep disorder

ProQuad

RotaTec

Zoster vaccint

HPV vaccine
MK-0431 (2Q04
MK-0928 (Gaboxadol

2003 Submission

Cardiovascula

Arthritis/Analgesia

Vytorin
(Ezetimibe/Simvastatir
(submitted 3Q03
Arcoxia(submitted 4Q03

In February 2003, Merck announced that it ti@dontinued Phase 1l clinical trials for its le@ABA-A O 2/ 03 agonist compound for the treatment
of generalized anxiety. The Company is continutsgésearch in the field of anxiety through theaing study of GABA agonist molecules. The timing
for the development of these other molecules isadain.

In April, Merck announced that it was disconing development of its lead Phosphodiesteras®>E(4) inhibitor compound from Phase Il clinical
trials for the treatment of asthma and chronic mfasive pulmonary disease (COPD). The Company figicoing its research in the field of asthma and
COPD through the ongoing study of other [-4 inhibitor molecules. The timing for the developrhef these other molecules is not cert



In August, Merck announced it had put the BHadinical trials for its lead HIV integrase iftiior compound on hold. The Company is also
continuing its research in the field of integraskibitors through the ongoing study of other insegr inhibitors. The timing for the developmenthafde
other molecules is not certain.

In November, the Company announced that itdissontinuing its Phase Il clinical developmenbdgram for its substance P antagonist
investigational product, MK-0869, for the treatmehtlepression. The Phase Il clinical program Walted because the compound failed to demonstrate
efficacy for the treatment of depression. Merck aera committed to its neuroscience programs.

Also in November, the Company announced thatas discontinuing its Phase 11l clinical devela@mhprogram for its investigational product, MK-
0767, for the treatment of diabetes. Merck was ligaireg MK-0767 in collaboration with Kyorin Pharmagical Co., Ltd. The clinical program was
halted because recent findings in Merck’s long-tsafety assessment program identified a rare fémmatignant tumors in mice. The clinical relevance
of these findings in humans is unknown. Merck istoaiing its commitment to diabetes research amdiigently studying a DPV inhibitor for diabetes
The Company plans to enter Phase Il with this @tigational compound in the second quarter of 2004.

Research and development expenses increaséd 2362. Excluding the effects of exchange anthiith, these expenses increased 6%.

Research and development in the pharmaceitigastry is inherently a long-term process. THeteing data show an unbroken trend of year-to-
year increases in the Company’s research and dewelat spending. For the period 1994 to 2003, tihepoainded annual growth rate in research and
development was 10%.

Research and Development Expenditures
$ in millions
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Acquired Researc

In 2003, the Company increased its ownership inyBdrom 51% to 99.4%, strengthening Merck’s positin Japan, the world’s second-largest
pharmaceutical market. In connection with the Baslyares acquisitions, the Company recorded chafgks01.8 million for acquired research

associated with products in development for whidtthe acquisition date, technological feasibitind not been established and no alternative futsee
existed.

Equity Income from Affiliate

Equity income from affiliates reflects the perfommea of the Company’s joint ventures and partnersdtiprns from AZLP. In 2003, the decrease in
equity income from affiliates reflects lower pantsigp returns from AZLP, primarily resulting frore impact of generic competition fBrilosec. In

2002, the decrease in equity income from affiliat@s primarily attributable to the impact of then@many’s share of marketing and launch expenses for
Zetiaand ongoing research and development expensedaegowith the Merck/Schering-Plough partnerships.

Other Income (Expense), Net

The increase in other income, net, in 2003 primagflects an $84.0 million gain on the saléfgfgrastatproduct rights in the United States, lower
minority interest expense resulting from the Basliares acquisitions, and realized gains on the @ogipinvestment portfolios relating to the
favorable interest rate environment. In 2002, tieegase in other expense, net, was primarily atiifle to losses on investments partially offset by
lower minority interest expense.

Earnings

($ in millions except

per share amounts) 2003 Change 2002 Change 2001
Income from continuing operatiol $6,589.¢ -3%  $6,794.¢ -4%  $7,053.:
As a % of sale 29.2% 31.7% 33.%
Net income 6,830.¢ 7,149.t 7,281.¢
As a % of average total ass 14.9% 15.5% 17.2%
Earnings per common share assuming dilution from
continuing operation $ 2.9z 2% $ 2.9t 2% $ 3.04
| | | ] |

The Company’s effective income tax rate wag%win 2003, 29.6% in 2002, and 29.1% in 2001. [Bleer tax rate in 2003 resulted from a change in

mix of domestic and foreign income, which includes impact in the fourth quarter of 2003 of bota thstructuring costs and the new wholesaler
distribution program.

Income from continuing operations declined 892003 compared to a 4% decline in 2002. Incoramfcontinuing operations as a percentage of
sales was 29.3% in 2003 compared to 31.7% in 26623.3% in 2001. The decline in the ratios fro@2& driven by the effect of changes in product
mix and increased spending in research and develophe reduction in 2003 also reflects the impéthe new wholesaler distribution program,
restructuring costs and the charge for acquiregames. Net income as a percentage of averageasgats was 14.9% in 2003, 15.5% in 2002 and 17.3%
in 2001. Earnings per common share assuming dildtmm continuing operations declined 2% in 2008 2002. The lower relative declines of earni
per common share assuming dilution from continuipgrations compared to income from continuing cj@ma are a result of treasury stock purchases.

Distribution of 2003 Sales and Equity Income

Operating expenses
42%,

Matenals and production cost
19%

Dividends
14%

Retained sarmings
14%

laes and net interast
1%

Selected Joint Venture and Affiliate Information

To expand its research base and realize synemiesdombining capabilities, opportunities and agsie Company has formed a number of joint
ventures. (See Note 4 to the financial statemamtiufther information.)

In 1982, the Company entered into an agreemightAstra AB (Astra) to develop and market Agraducts in the United States. In 1994,



Company and Astra formed an equally owned jointwenthat developed and marketed most of Astrais prescription medicines in the United States
includingPrilosec, the first of a class of medications known asqmgiump inhibitors, which slows the production oidafrom the cells of the stomach
lining.

In 1998, the Company and Astra restructuredamt venture whereby the Company acquired Astitrasterest in the joint venture, renamed KBI Inc.
(KBI), and contributed KBI's operating assets toeav U.S. limited partnership named Astra Pharméacalst L.P. (the Partnership), in which the
Company maintains a limited partner interest. Tagriership, renamed AstraZeneca LP (AZLP), bec@mmexclusive distributor of the products for
which KBI retained rights.

Merck earns ongoing revenue based on salesro#nt and future KBI products and such revenug $4a9 billion, $1.5 billion and $1.9 billion in
2003, 2002 and 2001, respectively, primarily reigtio sales oNexiumandPrilosec. In addition, Merck earns certain Partnershipmetpwhich are
recorded in Equity income from affiliates. Suchures include a priority return provided for in tRartnership Agreement, variable returns basedaity p
upon sales of certain former Astra USA, Inc. praduand a preferential return representing Mexakiare of undistributed AZLP GAAP earnings. Tt
returns aggregated $391.5 million, $640.2 milliow $642.8 million in 2003, 2002 and 2001, respetyivThe decrease in 2003 is attributable to a
reduction in the preferential return, primarily uéisg from the impact of generic competition frilosec.
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In 1989, Merck formed a joint venture with dsbn & Johnson to develop and market a broad rahgenprescription medicines for U.S. consum
This 50% owned joint venture was expanded into geiia 1993, and into Canada in 1996. Sales of jenture products were as follows:

($ in millions) 2003 2002 2001

Gastrointestinal produc $299.€ $299.( $293.t
Other product: 146.Z 114.C 101.t
$445.¢ $413.C $395.(

| | |

In 1994, Merck and Pasteur Mérieux Connaugbiv(Aventis Pasteur) established a 50% owned janture to market vaccines in Europe and to
collaborate in the development of combination vaesifor distribution in Europe. Sales of joint waetproducts were as follows:

($ in millions) 2003 2002 2001

Hepatitis vaccine $ 73.€ $ 69.4 $ 88.C
Viral vaccines 51.t 34.¢ 40.5
Other vaccine 543.¢ 442 ¢ 371.1
$669.( $546.¢ $499.¢

| | |

In 1997, Merck and Rhéne-Poulenc (now Averd@hbined their animal health and poultry gendtigsinesses to form Merial Limited (Merial), a
fully integrated animal health company, which stand-alone joint venture, equally owned by eactypMerial provides a comprehensive range of
pharmaceuticals and vaccines to enhance the heedlhbeing and performance of a wide range of ahispecies. Sales of joint venture products were
as follows:

($ in millions) 2003 2002 2001

Fipronil products $ 577 $ 486.2 $ 409.%
Avermectin product 476.7 462.1 495.(
Other product: 789.( 714.F 690.4
$1,842.¢ $1,662.¢ $1,595.:

I I I

In 2000, the Company and Schering-Plough Qatjmm (Schering-Plough) entered into agreementsdate separate equally-owned partnerships to
develop and market in the United States new pratsoni medicines in the cholesterol-management asagiratory therapeutic areas. In 2001, the
cholesterolmanagement partnership agreements were expandsdude all the countries of the world, excludiragpdn. In October 2002, ezetimibe,
first in a new class of cholesterol-lowering agemias approved in the United StateZatiaand in Germany aszetrol. Zetiawas launched in the
United States in November 2002. In 2003, followihg successful completion of the European UnionuduRecognition ProcedurEzetrolhad been
launched in five European countries—Germany, théeddrKingdom, Switzerland, Sweden and the NetheidaBales totaled $469.4 million in 2003 and
$25.3 million in 2002. In September 2003, Merck/&ttg-Plough Pharmaceuticals submitted an NDA éoRBA forVytorin, which contains the acti
ingredients of botlZetiaandZocor. In November 2003, the filing was accepted byRB& for standard review. Similar applications héeen filed in
other countries outside the United States.

Capital Expenditures

Capital expenditures were $1.9 billion in 2003 &2dL billion in 2002. Expenditures in the Unite@tss were $1.3 billion in 2003 and $1.6 billion in
2002. Expenditures during 2003 included $788.3iomilfor production facilities, $763.8 million foesearch and development facilities, $41.8 millio
environmental projects, and $322.0 million for adistrative, safety and general site projects. @apipenditures approved but not yet spent at
December 31, 2003 were $1.3 billion. Capital exjtenels for 2004 are estimated to be $1.9 billion.

Depreciation was $1.1 billion in 2003 and 208which $790.0 million and $726.6 million, restigely, applied to locations in the United States.

Capital Expenditures
$ in millions
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Analysis of Liquidity and Capital Resources

Merck’s strong financial profile enables the Comp#&mfully fund research and development, aggredgifocus on external alliances, support in-line
products and maximize upcoming launches while pliagi significant cash returns to shareholders.0®32 cash provided by operating activities of
$8.4 billion was the Company’s primary source afda to finance capital expenditures, the acquisstiof Banyu shares, treasury stock purchases and
dividends paid to stockholders. At December 31,32@@e total of worldwide cash and investments $&2 1 billion, including $4.2 billion of cash, cash
equivalents and short-term investments, and $7iBrbbf long-term investments.

Selected Data

($ in millions) 2003 2002 2001
Working capital $1,957.¢ $2,011.: $1,417.¢
Total debt to total liabilities and equi 16.7% 18.(% 20.1%
Cash provided by operations to total d 1.2:1 1.0:1 0.9:1
| | |

Working capital levels are more than adeqtmteeet the operating requirements of the Compahg.ratios of total debt to total liabilities anguéy
and cash provided by operations to total debteeflee strength of the Company’s operating cash<land the ability of the Company to cover its
contractual obligations.
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The Company'’s contractual obligations as oféeber 31, 2003 are as follows:

Payments Due by Period

200&- 2007 There-
($ in millions) Total 2004 2006 2008 after

Loans payable and current portion
long-term deb! $1,700.( $1,700.( $ — $ — $ —
Long-term debt 5,096.( — 1,594. 1,398.: 2,103.«
Operating lease 435.¢ 132.¢ 176.% 72.4 53.€
$7,231.¢ $1,832.¢ $1,771.( $1,470.7 $2,157.(
I I I I I

Loans payable and current portion of long-teleht includes $500.0 million of notes with a fimaturity in 2011, which, on an annual basis, will
either be repurchased from the holders at the wmtidche remarketing agent and remarketed, or reddeby the Company. Loans payable and current
portion of long-term debt also reflects $296.0 imillof long-dated notes that are subject to repayratthe option of the holders on an annual basis.
Required funding obligations for 2004 relating he Company’s pension and other postretirement bigaiahs are not expected to be material.

In 2001, the Company’s $1.5 billion shelf stgation statement filed with the Securities andlange Commission for the issuance of debt seesiriti
became effective. In February 2004, the Companeis$350.0 million of 2.5% three-year notes and Ga4illion of variable rate notes under the shelf.
In February 2004, the Company also entered intot@nest rate swap contract that effectively cots/ére 2.5% fixed rate notes to floating rate
instruments. The remaining capacity under the Coigashelf registration statement is approxima&$0.0 million.

The Company’s strong financial position, aglernced by its triple-A credit ratings from Moodyad Standard & Poor’s on outstanding debt issues,
provides a high degree of flexibility in obtainifighds on competitive terms. The ability to finame®oing operations primarily from internally
generated funds is desirable because of the t8gh imherent in research and development requiredéxelop and market innovative new products and
the highly competitive nature of the pharmaceuticdustry. The Company does not participate in @ffjpalance sheet arrangements involving
unconsolidated subsidiaries that provide financingotentially expose the Company to unrecordeaifdial obligations.

In July 2002, the Board of Directors appropeichases over time of up to $10.0 billion of Mestlares. From 2001 to 2003, the Company purct
$7.5 billion of treasury shares under previouslthatized completed programs, and $482.0 millionasrtHe 2002 program. Total treasury stock
purchased in 2003 was $2.0 billion. For the pefi®84 to 2003, the Company has purchased 528.omihares at a total cost of $26.1 billion.

While the U.S. dollar is the functional curegrof the Company’s foreign subsidiaries, a siguaifit portion of the Company’s revenues are
denominated in foreign currencies. Merck reliesostained cash flows generated from foreign soutcespport its long-term commitment to U.S.
dollar-based research and development. To the tetkterdollar value of cash flows is diminished assult of a strengthening dollar, the Company’s
ability to fund research and other dollar-baseatsgic initiatives at a consistent level may beaimgd. The Company has established revenue hedging
and balance sheet risk management programs tacpegjainst volatility of future foreign currencysteflows and changes in fair value caused by
volatility in foreign exchange rates.

The objective of the revenue hedging prograumo ireduce the potential for longer-term unfavieahanges in foreign exchange to decrease the U.S.
dollar value of future cash flows derived from figre currency denominated sales, primarily the eumd Japanese yen. To achieve this objective, the
Company will partially hedge anticipated third-pyastles that are expected to occur over its plancoyele, typically no more than three years in® th
future. The Company will layer in hedges over tiinereasing the portion of sales hedged as itgeter to the expected date of the transactiorh suc
that it is probable the hedged transaction willuwc@he portion of sales hedged is based on assessmof cost-benefit profiles that consider natural
offsetting exposures, revenue and exchange raggilitcds and correlations, and the cost of hedgirsgruments. The hedged anticipated sales are a
specified component of a portfolio of similarly deninated foreign currency-based sales transactéatd) of which responds to the hedged risk in the
same manner. Merck manages its anticipated traneaetposure principally with purchased local coogput options, which provide the Company
with a right, but not an obligation, to sell foreigurrencies in the future at a predetermined pifdae U.S. dollar strengthens relative to therency of
the hedged anticipated sales, total changes ingtiens’ cash flows fully offset the decline in teepected future U.S. dollar cash flows of the leetlg
foreign currency sales. Conversely, if the U.Slatoleakens, the options’ value reduces to zerbtHaiCompany benefits from the increase in thaesal
of the anticipated foreign currency cash flows. W&l weaker U.S. dollar would result in a net bigngfe market value of the Company’s hedges would
have declined by $16.3 million and $18.4 millioespectively, from a uniform 10% weakening of th&Hollar at December 31, 2003 and 2002. The
market value was determined using a foreign exoaapgion pricing model and holding all factors exoexchange rates constant. Because Merck uses
purchased local currency put options, a uniformkeeing of the U.S. dollar will yield the largesteyall potential loss in the market value of these
options. The sensitivity measurement assumes tbladage in one foreign currency relative to the.d@lar would not affect other foreign currencies
relative to the U.S. dollar. Although not predietivn nature, the Company believes that a 10% tbidskflects reasonably possible néamn changes i
Merck’s major foreign currency exposures relativéite U.S. dollar. The cash flows from these catsrare reported as operating activities in the
Consolidated Statement of Cash Flows.

The primary objective of the balance shedt mistnagement program is to protect the U.S. deliare of foreign currency denominated net monetary
assets from the effects of volatility in foreigncange that might occur prior to their conversimttS. dollars. Merck principally utilizes forward
exchange contracts, which enable the Company t@ahdysell foreign currencies in the future at fixadhange rates and economically offset the
consequences of changes in foreign exchange amtbent of U.S. dollar cash flows derived from tle¢ @ssets. Merck routinely enters into contracts to
fully offset the effects of exchange on exposursatninated in developed country currencies, prim#ie euro and Japanese yen. For exposures in
developing country currencies, t
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Company will enter into forward contracts on a miaréted basis and only when it is deemed econohticdo so based on a cost-benefit analysis that
considers the magnitude of the exposure and ttegiltyl of the exchange rate. The Company will aisimimize the effect of exchange on monetary
assets and liabilities by managing operating a@iviand net asset positions at the local levet. Cbmpany also uses forward contracts to hedge the
changes in fair value of certain foreign currenenpaminated available-for-sale securities attribletad fluctuations in foreign currency exchangesat

A sensitivity analysis to changes in the valuehef J.S. dollar on foreign currency denominatedwdéives, investments and monetary assets and
liabilities indicated that if the U.S. dollar unifaly strengthened by 10% against all currency ewpessof the Company at December 31, 2003 and 2002
Income from continuing operations before taxes wdwdve declined by $5.6 million and $10.9 millioespectively. Because Merck is in a net long
position relative to its major foreign currenciéternconsideration of forward contracts, a unif@trengthening of the U.S. dollar will yield thedast
overall potential net loss in earnings due to ergea This measurement assumes that a change foreign currency relative to the U.S. dollar would
not affect other foreign currencies relative to th8. dollar. Although not predictive in naturee tBompany believes that a 10% threshold reflects
reasonably possible near-term changes in Merckjemhareign currency exposures relative to the W@lar. The cash flows from these contracts are
reported as operating activities in the Consolid&@&atement of Cash Flows.

In addition to the revenue hedging and balameet risk management programs, the Company neaytgsest rate swap contracts on certain
investing and borrowing transactions to manageédtseexposure to interest rate changes and to réttugeerall cost of borrowing. The Company does
not use leveraged swaps and, in general, doegvertage any of its investment activities that waquud principal capital at risk. At December 31, 200
the Company was a party to three $500.0 millioriomal amount pay-floating, receive-fixed interestierswap contracts designated as hedges of the fair
value changes in $500.0 million each of ten-ydae-year and thregear fixed rate notes attributable to changesérbénchmark LIBOR swap rate. 1
swaps effectively convert the fixed-rate obligaida floating-rate instruments. The Company is alparty to a seven-year combined interest rate and
currency swap contract entered into in 1997, whimfiverts a variable rate foreign currency denoreth@vestment to a variable rate U.S. dollar
investment. The swap contract hedges the changhe fair value of the investment attributableltefuations in exchange rates while allowing the
Company to receive variable rate returns. The @asls from these contracts are reported as opeyaiitivities in the Consolidated Statement of Cash
Flows.

The Company’s investment portfolio includesitaquivalents and short-term investments, the enadues of which are not significantly impacted
by changes in interest rates. The market valubeompany’s medium- to long-term fixed-rate inweestts is modestly impacted by changes in U.S.
interest rates. Changes in medium- to long-term liSrest rates would have a more significant icbjp@ the market value of the Company’s fixed-rate
borrowings, which generally have longer maturit@&sensitivity analysis to measure potential charigehe market value of the Company’s
investments, debt and related swap contracts frohaage in interest rates indicated that a oneepéaige point increase in interest rates at DeceBih
2003 and 2002 would have positively impacted theaggregate market value of these instruments By9®illion and $109.9 million, respectively. A
one percentage point decrease at December 31,a82@03002 would have negatively impacted the neteggge market value by $138.3 million and
$162.7 million, respectively. The fair value ther@uany’s debt was determined using pricing modédlsating one percentage point shifts in the
appropriate yield curves. The fair value of the @amy’s investments was determined using a comleinat pricing and duration models. Whereas
duration is a linear approximation that works wetl modest changes in yields and generates a symeaieesult, pricing models reflecting the
convexity of the pricelyield relationship provideegter precision and reflect the asymmetry of pmia¥ements for interest rate changes in opposite
directions. The impact of convexity is more pronoethin longer-term maturities and low interest-tgironments.

Critical Accounting Policies and Other Matters

The consolidated financial statements include geemounts that are based on management’s bestagss and judgments. Estimates are used in
determining such items as provisions for rebatssodints and returns, and income taxes, deprecal@mortizable lives, pension and other
postretirement benefit plan assumptions, and ansaecbrded for contingencies, environmental litibdiand other reserves. Because of the uncertainty
inherent in such estimates, actual results magdifbm these estimates. Application of the follogvccounting policies result in accounting estenat
having the potential for the most significant impawc the financial statements.

Revenue Recognitic

Revenues from sales of products are recognized vitheand risk of loss passes to the customereRegs are recorded net of provisions for rebates,
discounts and returns, which are established airtieeof sale. Accruals for rebates and discouat®cdiscounts that result from sales to a customer
through an intermediary wholesale purchaser asagelebates owed based upon contractual agreeordatml requirements with benefit providers,
including Medicaid, after the final dispensing bétproduct by a pharmacy to a benefit plan paditipThe accruals are estimated at the time of sale
based on available information regarding the portibsales on which rebates and discounts canfpe@gadjusted as appropriate for specific known
events, and reflecting the prevailing contractus¢aunt rate. Amounts accrued for rebates and digsanay be adjusted when trends or significant
events indicate that adjustment is appropriateréals are also adjusted to reflect actual amouait @r credited upon the validation of claims data.
Such adjustments have not been material to resiuttperations.
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Pensions and Other Postretirement Benefit P

Net pension and other postretirement benefit aiatdd $499.2 million in 2003 and $157.0 million2802. Pension and other postretirement benefil
information for financial reporting purposes isadhated using actuarial assumptions including eatist rate for plan benefit obligations and an
expected rate of return on plan assets.

The Company reassesses its benefit plan asgunspn a regular basis. For both the pensionaginel postretirement benefit plans, the discoutet ra
is evaluated annually and modified to reflect thevpiling market rate at December 31 of a portfolidigh-quality (AA and above) fixed-income debt
instruments that would provide the future cash #oweded to pay the benefits included in the beaoklfigation as they come due. At December 31,
2003, the Company changed its discount rate td%6.26m 6.5% for its U.S. pension and other posteeatient benefit plans.

The expected rate of return for both the pmmaind other postretirement benefit plans repregbetaverage rate of return to be earned on gleta
over the period the benefits included in the bermdfiigation are to be paid. In developing the eted rate of return, the Company considers longrter
compound annualized returns of historical markeéa éa well as actual returns on the Company’s atsets and applies adjustments that reflect more
recent capital market experience. Using this refegénformation, the Company develops forwhrdking return expectations for each asset categnet
a weighted average expected long-term rate ofndtura targeted portfolio allocated across thesestment categories. The expected portfolio
performance reflects the contribution of active agament as appropriate. As a result of this arglfei 2004, the Company’s expected rate of retfirn
8.75% remained unchanged from 2003 for its U.Ssipenand other postretirement benefit plans.

The targeted investment portfolio of the Compa U.S. pension and other postretirement bepédits is allocated 45% to 60% in U.S. equities, 20%
to 30% in international equities, 13% to 18% irefixincome investments, 2% to 6% in real estate upro 8% in cash and other investments. The
portfolio’s equity weighting is consistent with theng-term nature of the plans’ benefit obligatidhe expected annual standard deviation of retofns
the targeted portfolio, which approximates 13% et both the equity allocation and the diversifien benefits among the asset classes in which the
portfolio invests.

Actuarial assumptions are based upon managéniesst estimates and judgment. A reasonably plesshange of plus (minus) 25 basis points in the
discount rate assumption, with other assumptiolt ¢@nstant, would have an estimated $33.1 millaorable (unfavorable) impact on net pension
postretirement benefit cost. A reasonably possibnge of plus (minus) 25 basis points in the etgubi@ate of return assumption, with other
assumptions held constant, would have an esting&e&tmillion favorable (unfavorable) impact on pehsion and postretirement benefit cost. The
Company does not expect to have a minimum pensiodifig requirement under the Internal Revenue Cadieag 2004. The preceding hypothetical
changes in the discount rate and expected raetwfir assumptions would not impact the Companyisgliftg requirements.

Unrecognized net loss amounts reflect expeeaddifferentials primarily relating to differenchetween expected and actual returns on plan assets
well as the effects of changes in actuarial assiom@t Expected returns are based on a calculateketralated value of assets. Under this methodol
asset gains/losses resulting from actual returaisdiffer from the Company’s expected returns ammgnized in the market-related value of assets
ratably over a five-year period. Total unrecogninetiloss amounts in excess of certain threshatlamortized into net pension and other
postretirement benefit cost over the average rem@gervice life of employees. Amortization of tai@arecognized net losses for the Company’s U.S.
plans at December 31, 2003 is expected to incnegtsgension and other postretirement benefit cpsipproximately $125.0 million annually from 2C
through 2008.

Contingencies and Environmental Liabilities

The Company is involved in various claims and legakteedings of a nature considered normal tougsness, including product liability, intellectual
property and commercial litigation, as well as #iddial matters such as antitrust actions. (See Batethe financial statements for further inforinat)
The Company continually evaluates its risks anéssss its insurance needs relative to market tmststain insurance, purchasing coverage as
appropriate to provide protection against lossée. Company records accruals for contingencies \ttismprobable that a liability has been incurred a
the amount can be reasonably estimated. Thesead&eme adjusted periodically as assessments cloaragilitional information becomes available. For
product liability claims, a portion of the overalicrual is actuarially determined and considers $actors as past experience, number of claimsrtego
and estimates of claims incurred but not yet reggbrindividually significant contingent losses acerued when probable and reasonably estimable.

While it is not feasible to predict the outaowf these legal proceedings, in the opinion ofGbenpany, all such proceedings are either adequatel
covered by insurance or, if not so covered, shaotdultimately result in any liability that wouldalie a material adverse effect on the financialtjwosi
liquidity or results of operations of the Compahyaddition, from time to time, federal or statguators seek information about practices in the
pharmaceutical industry. While it is not feasildeptedict the outcome of any requests for infororgtthe Company does not expect such inquiries to
have a material adverse effect on the financiaitipos liquidity or results of operations of the @pany.

The Company is a party to a number of procegdbrought under the Comprehensive EnvironmergapBnse, Compensation and Liability Act,
commonly known as Superfund. When a legitimatenciair contribution is asserted, a liability is ialty accrued based upon the estimated transaction
costs to manage the site. Accruals are adjustézhaiility studies and related cost assessmemenaédial techniques are completed, and as thatexte
to which other potentially responsible parties (BRRFho may be jointly and severally liable can kpexted to contribute is determined.
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The Company is also remediating environmesgatamination resulting from past industrial adjivat certain of its sites and takes an active irle
identifying and providing for these costs. A worlde survey was initially performed to assess #dissfor potential contamination resulting from past
industrial activities. Where assessment indicated physical investigation was warranted, suchstigation was performed, providing a better
evaluation of the need for remedial action. Wheihsneed was identified, remedial action was théiated. Estimates of the extent of contamination
each site were initially made at the [mgestigation stage and liabilities for the potahtiost of remediation were accrued at that timemfre definitive
information became available during the courseneéstigations and/or remedial efforts at each sitdmates were refined and accruals were adjusted
accordingly. These estimates and related accroalinue to be refined annually.

The Company believes that it is in compliaimcall material respects with applicable environtaéraws and regulations. Expenditures for
remediation and environmental liabilities were $3dillion in 2003, and are estimated at $87.0 wnillfor the years 2004 through 2008. In
management’s opinion, the liabilities for all emrimental matters that are probable and reasonatifgable have been accrued and totaled
$158.1 million and $189.7 million at December 3202 and December 31, 2002, respectively. Thest#itied are undiscounted, do not consider
potential recoveries from insurers or other pardied will be paid out over the periods of remediafior the applicable sites, which are expecteactur
primarily over the next 15 years. Although it is possible to predict with certainty the outcometafse matters, or the ultimate costs of remediatio
management does not believe that any reasonab$jbp@expenditures that may be incurred in excésisedliabilities accrued should exceed $100.0
million in the aggregate. Management also doedali¢ve that these expenditures should resulinraterial adverse effect on the Company’s financial
position, results of operations, liquidity or capitesources for any year.

Taxes on Income

The Company'’s effective tax rate is based on exgkicicome, statutory tax rates and tax planningdppities available in the various jurisdictioms i
which the Company operates. In the event that tisemesignificant unusual or one-time item recogdizor expected to be recognized, in the Company’s
operating results, the tax attributable to thahiteould be separately calculated and recordedeatame time as the unusual or dinge item. Significar
judgment is required in determining the Comg’s effective tax rate and in evaluating its taxiposs. The Company establishes reserves whenjtdesp
its belief that the tax return positions are fudlypportable, certain positions are likely to belleinged and that it may not succeed. The Compajused
these reserves in light of changing facts and oistances, such as the closing of a tax audit. Tfheteve tax rate includes the impact of reserve
provisions and changes to reserves that are consi@@propriate, as well as related interest. fidtis is then applied to the Company’s quarterly
operating results.

Tax regulations require items to be includethe tax return at different times than the iteresreflected in the financial statements. As altethe
effective tax rate reflected in the financial staémts is different than that reported in the taxme Some of these differences are permanent, asich
expenses that are not deductible on the tax reimthsome are timing differences, such as depreciakpense. Timing differences create deferred tax
assets and liabilities. Deferred tax assets gdpesgiresent items that can be used as a tax deduwmtcredit in the tax return in future years ¥fghich
the Company has already recorded the tax bendfigifinancial statements. The Company establighkestion allowances for its deferred tax assets
when the amount of expected future taxable incam®f likely to support the use of the deductioegredit. Deferred tax liabilities generally repnese
tax expense recognized in the financial statemientshich payment has been deferred or expenseliach the Company has already taken a deduction
on the tax return, but has not yet recognized psmse in the financial statements. At Decembe3Q3, foreign earnings of $18.0 billion and domesti
earnings of $880.9 million have been retained iimitely by subsidiary companies for reinvestmen. pdovision is made for income taxes that woul
payable upon the distribution of such earnings,iaiigdnot practicable to determine the amountefitelated unrecognized deferred income tax ligbili

Recently Issued Accounting Standards

In January 2003, the Financial Accounting Stand8aisrd (FASB) issued Interpretation No. 46, Corgadlon of Variable Interest Entities (FIN 46).
FIN 46 requires a variable interest entity (VIEY#® consolidated when a company is subject to #jenity of the risk of loss from the VIE’activities o

is entitled to receive the majority of the entityesidual returns, or both. In December 2003, th8E-issued a revision to FIN 46 (FIN 46R) which
partially delayed the effective date of the intetption to March 31, 2004 and added additional s@qzeptions. Adoption of FIN 46R is not expected t
have a material impact on the Company’s finanasiton or results of operations.

Cautionary Factors That May Affect Future Results

This annual report and other written reports arad statements made from time to time by the Compaay contain so-called “forward-looking
statements,” all of which are subject to risks andertainties. One can identify these forward-lagkstatements by their use of words such as “eggect
“plans,” “will,” “estimates,” “forecasts,” “projed’ and other words of similar meaning. One can alsatify them by the fact that they do not relate
strictly to historical or current facts. These staents are likely to address the Company’s growtiegyy, financial results, product approvals and
development programs. One must carefully considgrsaich statement and should understand that naabyr§ could cause actual results to differ from
the Company’s forward-looking statements. Thestfadnclude inaccurate assumptions and a broddtyanf other risks and uncertainties, including
some that are known and some that are not. No fdrAe@king statement can be guaranteed and aattiakf results may vary materially.
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The Company does not assume the obligatiapdate any forward-looking statement. One shouldfally evaluate such statements in light of
factors described in the Company’s filings with 8ecurities and Exchange Commission, especiallyasms 10-K, 10-Q and 8-K (if any). In Item 1 of
the Company’s annual report on Form 10-K for tharyended December 31, 2003, which will be filediarch 2004, the Company discusses in more
detail various important factors that could causeia results to differ from expected or histoesults. The Company notes these factors for inves®
permitted by the Private Securities Litigation ReicAct of 1995. Prior to the filing of the Form XOfor the year ended December 31, 2003, reference
should be made to Item 1 of the Company’s annymdrteon Form 10-K for the year ended December 80220ne should understand that it is not
possible to predict or identify all such factor@nSequently, the reader should not consider anly kstcdo be a complete statement of all potemnitds
or uncertainties.

Cash Dividends Paid per Common Share

Year 4th Q 3rd Q 2nd Q 1stQ
2003 $1.4E $.37 $.3€ $.3€ $.3€
2002 $1.41 $.3€ $.35 $.35 $.3E
[ ] [ | [ | [ | [ |
Common Stock Market Prices
4th Q 3rd Q 2nd Q 1stQ
2003
High $51.9¢ $62.6¢ $63.5( $60.2¢
Low 40.57% 49.4¢ 54.1( 49.9(
2002
High $60.4¢ $54.0( $58.8¢ $64.5(
Low 43.3¢ 38.5( 47.6( 56.71
[ ] [ ] [ ] [ ]

The principal market for trading of the comnstack is the New York Stock Exchange (NYSE) urtiersymbol MRK. The common stock market
price information above is based on historical NYB&ket prices and has not been adjusted to refiectpin-off of Medco Health, in which holders of
Merck common stock at the close of business on Augj, 2003 received .1206 shares of Medco Healtimwon stock for every one share of Merck
common stock held on that date. On August 20, 2M@8ck common stock began to trade on a post-Higidn basis.

Condensed Interim Financial Data

($ in millions except per share amounts 4th QW 3rd Q 2nd Q 1stQ

2003
Sales $5,627.: $5,762.( $5,525.¢ $5,571.¢
Materials and production cos 1,228.: 1,051.° 988.t 1,046.¢
Marketing and administrative expen: 1,794.. 1,463.¢ 1,589.¢ 1,547.;
Research and development exper 894.¢ 776.5 786.2 720.<
Acquired researc 114 — — 90.4
Equity income from affiliate (6.0 (183.9 (187.9 (97.9)
Other (income) expense, r (56.5) 48.¢ (121.9 47.¢
Income from continuing operations before ta 1,760.¢ 2,604.¢ 2,469.¢ 2,216.:
Income from continuing operatiol 1,395.: 1,865.( 1,784.¢ 1,545.(
Income from discontinued operations, net of te — (6.7) 82.t 165.4
Net income 1,395.: 1,858.: 1,867.( 1,710..
Basic earnings per common sh

Continuing operation $ .63 $ .83 $ .8C $ .69

Discontinued operatior — — .04 .07

Net income 63 .83 832 7€
Earnings per common share assuming dilu

Continuing operation $ .62 $ .83 $ .79 $ .68

Discontinued operatior — — .04 .07

Net income 62 822 .83 762
2002
Sales $6,057.7 $5,426.: $5,159.¢ $4,802.¢
Materials and production cos 1,127.7 973.2 942.1 864.1
Marketing and administrative expen: 1,538.¢ 1,407.¢ 1,362.¢ 1,343
Research and development exper 838.¢ 676.¢ 631.2 530.3
Equity income from affiliate (94.0 (188.%) (190.9 (171.9
Other (income) expense, r 70.5 46.€ 61.¢ 234
Income from continuing operations before ta 2,576. 2,510.: 2,351.¢ 2,213.:

Income from continuing operatiol 1,813.¢ 1,767.0 1,655.% 1,558.(



Income from discontinued operations, net of te 76.C 116.7 95.C 67.C

Net income 1,889.¢ 1,884.( 1,750. 1,625.(
Basic earnings per common sh
Continuing operation $ .81 $ .79 $ .73 $ .69
Discontinued operatior .03 .05 .04 .03
Net income .84 .84 77 .72
Earnings per common share assuming dilu
Continuing operation $ .8C $ .78 $ .73 $ .68
Discontinued operatior .03 .05 .04 .03
Net income .83 .83 77 .71
I I I I

(M Amounts for 2003 include the impact of the impleamtem of a new distribution program for U.S. wheaders and restructuring costs related to
position eliminations

@ Amount does not add as a result of rounding.
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Consolidated Statement of Income
Merck & Co., Inc. and Subsidiari
Years Ended December

(% in millions except per share amour

Sales

Costs, Expenses and Otl
Materials and productio
Marketing and administrativ
Research and developme
Acquired researc
Equity income from affiliate:
Other (income) expense, r

Income from Continuing Operations Before Ta
Taxes on Incom

Income from Continuing Operatiol
Income from Discontinued Operations, Net of Ta

Net Income

Basic Earnings per Common Shi
Continuing Operation
Discontinued Operatior

Net Income

Earnings per Common Share Assuming Dilut
Continuing Operation
Discontinued Operatior

Net Income

*Amount does not add as a result of rounding.

Consolidated Statement of Retained Earnings
Merck & Co., Inc. and Subsidiaries

Years Ended December 31

($ in millions)

Balance, January

Net Income

Common Stock Dividends Declar
Spir-off of Medco Healtt

Balance, December :

Consolidated Statement of Comprehensive Income
Merck & Co., Inc. and Subsidiaries

Years Ended December 31

(% in millions)

Net Income

Other Comprehensive Income (Lo

2003 2002 2001
$22,485. $21,445. $21,199.(
4,315. 3,907. 3,624.¢
6,394.¢ 5,652.. 5,700.¢
3,178. 2,677.. 2,456.¢
101.€ — —
(474.2) (644.7) (685.9)
(81.6) 202. 155.
13,434. 11,794 11,250.¢
9,051.¢ 9,651.; 9,948.:
2,462.( 2,856.¢ 2,894.¢
6,589.¢ 6,794.¢ 7,053.
241.: 354.7 228.¢€
$ 6,830.¢ $ 7,149 $ 7,281.¢
| | ]
$ 2.9t $ 3.01 $  3.0¢
11 1€ AC
$  3.0% $ 3.7 $ 3.6
| | |
$ 2.9z $  2.9¢ $  3.04
11 1€ 10
$ 3.0: $ 3.1 $ 3.4
| | ]
2003 2002 2001
$35,434. $31,489. $27,363.¢
6,830.¢ 7,149.F 7,281
(3,264.) (3,204.) (3,156.)
(4,859.) — —
$34,142.( $35,434. $31,489.
] ] |
2003 2002 2001
$6,830.¢ $7,149.¢ $7,281.¢




Net unrealized (loss) gain on derivatives, netaafand net incom

realization
Net unrealized (loss) gain on investments, neawfand net incom

realization
Minimum pension liability, net of ta

Comprehensive Incon

The accompanying notes are an integral part oféhensolidated financial statements.
Merck & Co., Inc. Annual Report 2003

30

(21.9

(46.9)
231.¢

164.:

$6,995.:

(20.0)

73.1
(162.5)

(109.9)

$7,040.:

7.

[¢8)

11.1
(38.6)

(20.2)

$7,261.¢




Consolidated Balance Sheet
Merck & Co., Inc. and Subsidiaries
December 3:

(% in millions)

Assets

Current Asset
Cash and cash equivalel
Shor-term investment
Accounts receivabl
Inventories
Prepaid expenses and ta:

Total current asse
Investment:

Property, Plant and Equipment (at cc
Land
Buildings
Machinery, equipment and office furnishir
Construction in progres

Less allowance for depreciatir

Goodwill
Other Intangibles, Ne

Other Asset:

Liabilities and Stockholders’ Equity
Current Liabilities
Loans payable and current portion of I-term debt
Trade accounts payak
Accrued and other current liabilitit
Income taxes payab
Dividends payabl

Total current liabilities

Long-Term Debt

Deferred Income Taxes and Noncurrent Liabili
Minority Interests

Stockholder' Equity
Common stock, one cent par va
Authorized- 5,400,000,000 shart
Issued — 2,976,230,393 shares - 2003
—-2,976,198,757 shar- 2002
Other pai+-in capital
Retained earninc
Accumulated other comprehensive income (l«

Less treasury stock, at cost
754,466,884 shares - 2003
731,215,507 share 2002

Total stockholdel' equity

2003 2002
$ 1,201.( $ 2,243.(
2,972.( 2,728.:
4,023.¢ 5,423«
2,554." 2,964.
775.¢ 1,027.¢
11,527.; 14,386.«
7,941 7,255..
356.7 336.¢
8,016.¢ 7,336.!
11,018.; 10,883.(
1,901.¢ 2,426.¢
21,293 20,983.
7,124 6,788.(
14,1609.( 14,195.(
1,085.¢ 4,127
864.( 3,114.(
5,000.; 4,483
$40,587..! $47,561..
| |
$ 1,700.( $ 3,6609.¢
735.: 2,413.
3,772.¢ 3,365.¢
2,538.¢ 2,118
822.7 808.
9,569.¢ 12,375.:
5,096.( 4,879.(
6,430.¢ 7,178.:
3,915. 4,928
29.€ 29.
6,956.¢ 6,943
34,142.( 35,434.¢
65.F (98.5)
41,193 42,300.(
25,617.! 24,109.:
15,576.« 18,200.!




$40,587.! $47,561.;

| |
The accompanying notes are an integral part of toissolidated financial statement.
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Consolidated Statement of Cash Flows
Merck & Co., Inc. and Subsidiaries
Years Ended December 31

(% in millions)

2003 2002 2001
Cash Flows from Operating Activities of ContinuingOperations
Net income $ 6,830.¢ $ 7,149t $ 7,281.¢
Less: Income from discontinued operations, neaxés (241.9) (354.9) (228.¢)
Income from continuing operatiol 6,589.¢ 6,794.¢ 7,053.2
Adjustments to reconcile income from continuing rapiens to net cash provided
by operating activities of continuing operatio
Acquired researc 101.¢ — —
Depreciation and amortizatic 1,314.: 1,231.: 1,132t
Deferred income taxe 131.7 387.t 455.¢
Other (199.9 (116.9 (352.0)
Net changes in assets and liabiliti
Accounts receivabl 320.¢ 130.2 45.1
Inventories (435.9 (41.5) (384.9
Trade accounts payak (21.¢) 325.¢ (15.€)
Accrued and other current liabilitit 505.4 97.C 84.C
Income taxes payab 494.1 459.¢ 540.7
Noncurrent liabilities (255.9) (359.9 (475.9
Other (119.7 (197.7) 259.t
Net Cash Provided by Operating Activities of Couniing Operation: 8,426.t 8,710.¢ 8,343.:
Cash Flows from Investing Activities of ContinuingOperations
Capital expenditure (1,915.9 (2,128.) (2,401.9
Purchase of securities, subsidiaries and othestments (61,586.9) (37,443.9) (34,572.)
Proceeds from sale of securities, subsidiariesodimel investment 60,823. 35,807 .« 33,192
Acquisitions of Banyu share (1,527.9 — —
Other (25.0) (3.7 (115.9
Net Cash Used by Investing Activities of Continuidgerations (4,232.9) (3,768.() (3,896.9)
Cash Flows from Financing Activities of ContinuingOperations
Net change in shc-term borrowings (2,347.) (508.9 259.¢
Proceeds from issuance of d 1,300.¢ 2,618t 1,694«
Payments on del (736.2) (2,504.9 (10.7)
Purchase of treasury sto (2,034.) (2,091.9 (3,890.9
Dividends paid to stockholde (3,250.9) (3,191.9 (3,145.0
Proceeds from exercise of stock optir 388.2 318.c 300.¢
Other (148.5) (172.5 (279.9
Net Cash Used by Financing Activities of Continufdgeration: (6,827.9 (5,531.9 (5,070.9
Effect of Exchange Rate Changes on Cash and Caskidtents 155.7 113.2 (89.2
Discontinued Operations
Net cash provided by Medco Hea 248.( 575.1 320.¢
Dividend received from Medco Health, net of interguany settlements and cash
transferrec 1,187.¢ — —
Net Cash Provided by Discontinued Operati 1,435.¢ 575.1 320.¢
Net (Decrease) Increase in Cash and Cash Equis: (1,042.0) 99.C (392.9)
Cash and Cash Equivalents at Beginning of ® 2,243.( 2,144.( 2,536.¢
Cash and Cash Equivalents at End of \ $ 1,201.( $ 2,243.( $ 2,144.(
I I I

The accompanying notes are an integral part of toissolidated financial statement.
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Notes to Consolidated

Financial Statements

Merck & Co., Inc. and Subsidiaries

(% in millions except per share amounts)

1. Nature of Operations

Merck is a global research-driven pharmaceuticatlpcts company that discovers, develops, manufast@md markets a broad range of innovative
products to improve human and animal health, direstd through its joint ventures. The Company'sdurcts include therapeutic and preventive agents,
generally sold by prescription, for the treatmefttwman disorders.

On August 19, 2003, Merck completed the gffrof Medco Health Solutions, Inc. (Medco HealtRpllowing the spin-off, the Company’s prior
period Consolidated Statements of Income and ChstsFand related disclosures have been restatecsent the results of Medco Health separately as
discontinued operations. The December 31, 2002 @iolased Balance Sheet and prior period Consoldti&tatements of Retained Earnings and
Comprehensive Income and related disclosures haivieeen restated. As a result of the spin-off, pobdales now reflect sales to Medco Health as
third-party sales based upon the net selling grim® Merck to Medco Health.

2. Summary of Accounting Policies

Principles of Consolidatio— The consolidated financial statements includestteounts of the Company and all of its subsidéainevhich a

controlling interest is maintained. Controllingeéngst is determined by majority ownership inteeast the absence of substantive thpedty participatin
rights. For those consolidated subsidiaries wheeecklownership is less than 100%, the outside btideers’ interests are shown as Minority interests.
Investments in affiliates over which the Compang bignificant influence but not a controlling irgst, such as interests in entities owned equalihéy
Company and a third party that are under sharettaoare carried on the equity basis.

Foreign Currency Translatio— The U.S. dollar is the functional currency foe tBompany’s foreign subsidiaries.
Cash and Cash Equivalents Cash equivalents are comprised of certain hiiglyd investments with original maturities of letb&n three months.

Inventories— Substantially all domestic pharmaceutical invert®are valued at the lower of last-in, first-outHQ) cost or market for both book and
tax purposes. Foreign pharmaceutical inventorievalued at the lower of first-in, first-out (FIF©)st or market. Inventories consist of currently
marketed products and certain products awaitinglaggry approval. In evaluating the realizable eatd inventory of products awaiting regulatory
approval, the Company considers the probability teeenue will be obtained from the future saléhaf related inventory together with the statushef t
product within the regulatory approval process.

Investment— Investments classified as available-for-saleraperted at fair value, with unrealized gains @sks, to the extent not hedged, reported net
of tax and minority interests, in Accumulated otbemprehensive income. Investments in debt seesrifiassified as held-to-maturity, consistent with
management’s intent, are reported at cost. Impaitfosses are charged to Other (income) expensdonether-than-temporary declines in fair value.
The Company considers available evidence in evalgiabtential impairment of its investments, indhglthe duration and extent to which fair value is
less than cost and the Company’s ability and in@hild the investment.

Revenue Recogniti— Revenues from sales of products are recognizeshwitie and risk of loss passes to the customeveRues are recorded net of
provisions for rebates, discounts and returns, whie established at the time of sale.

Depreciation— Depreciation is provided over the estimated udafes of the assets, principally using the sthailijne method. For tax purposes,
accelerated methods are used. The estimated lisetiprimarily range from 10 to 50 years for Biilgs, and from 3 to 15 years for Machinery,
equipment and office furnishings.

Goodwill and Other Intangibles- Goodwill represents the excess of acquisitioricoser the fair value of net assets of businegaashased. Effective
January 1, 2002, the Company adopted the provisib8satement of Financial Accounting Standards Nt2, Goodwill and Other Intangible Assets
(FAS 142), which addresses the recognition and ureagent of goodwill and other intangibles subsegjteea business combination. In accordance
FAS 142, goodwill associated with acquisitions sgugent to June 30, 2001 was not amortized. (See 3pEffective January 1, 2002, goodwill

existing at June 30, 2001 is not amortized, bdteratassigned to reporting units within the Compaeggments and evaluated for impairment on at leas
an annual basis, using a fair value based testafuuitization expense for goodwill not been recdre2001, reported income from continuing
operations would have increased by $24.4 millia@3$or both basic earnings per common share fronticuing operations and earnings per common
share assuming dilution from continuing operatipagy reported net income would have increasedlB2.$ million ($.06 for both basic earnings per
common share and earnings per common share assdititign).

Other acquired intangibles are recorded ataod are amortized on a straight-line basis dveir estimated useful lives. (See Note 7.) Whemtsve
or circumstances warrant a review, the Companyasiless recoverability from future operations bé&pintangibles using undiscounted cash flows
derived from the lowest appropriate asset groupiggserally the subsidiary level. Impairments &eognized in operating results to the extent that
carrying value exceeds fair value, which is deteadibased on the net present value of estimatacefaaish flows.
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Stock-Based Compensatien Employee stoclbased compensation is recognized using the intrirediie method. Generally, employee stock optioa
granted to purchase shares of Company stock &ithmarket value at the time of grant. Accordingtp compensation expense is recognized for the
Company’s stock-based compensation plans otherftinars employee performance-based awards andmptiranted to employees of certain equity
method investees, the total of which is not sigaifit.

The effect on net income and earnings per comshare if the Company had applied the fair vale¢hod for recognizing employee stock-based
compensation is as follows:

Years Ended December 3 2003 2002 2001
Net income, as reporte $6,830.¢ $7,149.t $7,281.¢
Compensation expense, net of t
Reportec 4.¢€ 1.2 (0.2)
Fair value metho (559.9 (487.9) (400.9)
Pro forma net incom $6,276.¢ $6,662.¢ $6,880.¢
| | |

Earnings per common share from continuing operat

Assuming dilutior- as reporte: $ 2.9z $ 2.9¢ $ 3.04

Assuming dilutior- pro forma $ 2.7z $ 281 $ 2.9
Earnings per common sha

Basic- as reporte! $ 3.0t $ 3.17 $ 3.1¢

Basic- pro forma $ 281 $ 2.9t $ 3.01

Assuming dilutior- as reporte: $ 3.0 $ 3.14 $ 3.14

Assuming dilutior- pro forma $ 2.7¢ $ 2.9z $ 2.9¢

In connection with the Medco Health spin-aifitions granted to Medco Health employees pridtabruary 2002 and some options granted after
February 2002 became fully vested in accordande thvé original terms of the grants. As a resulb, farma compensation expense in 2003 reflects the
accelerated vesting of these options. In additientain stock options granted to Medco Health eggsg in 2002 and 2003 were converted to Medco
Health options with terms and amounts that maiethiime option holders’ positions. Therefore, pnorfa compensation expense for these options is
reflected only through the date of the spin-off.

The average fair value of employee and nonleyee director options granted during 2003, 2002 2001 was $12.54, $17.53 and $25.42,
respectively. This fair value was estimated ushrgBlack-Scholes option-pricing model based onibigthted average market price at grant date of
$50.07 in 2003, $61.16 in 2002 and $79.10 in 200iLthe following weighted average assumptions:

Years Ended December 3 2003 2002 2001
Dividend yield 2. 7% 2.2% 1.7%
Risk-free interest rat 2.% 4.2% 4.8%
Volatility 31% 31% 29%
Expected life (years 5.8 5.7 6.7

Use of Estimates— The consolidated financial statements are prep@areonformity with accounting principles geneyadiccepted in the United States
(GAAP) and, accordingly, include certain amounts #ire based on management’s best estimates ayrdgndls. Estimates are used in determining such
items as provisions for rebates, discounts ananstand income taxes, depreciable and amortizizele pension and other postretirement benefit pla
assumptions, and amounts recorded for contingeremedronmental liabilities and other reserves.&mse of the uncertainty inherent in such estimates,
actual results may differ from these estimates.

Reclassification— Certain reclassifications have been made to gear amounts to conform with current year presema
3. Acquisitions, Discontinued Operations and Raructuring

In January 2003, the Company, through its whollyed subsidiary, MSD (Japan) Co., Ltd., launcheghder offer to acquire the remaining 49% of the
common shares of Banyu Pharmaceutical Co., LtdayBpthat it did not already own. In March 2003 tBompany received tenders for 116.5 million
shares, bringing its ownership to 95.2% of outsteg®@anyu common shares, for a purchase price appating $1.4 billion. In October 2003, the
Company completed a second tender offer for alaiamg shares in Banyu, bringing Merslownership to 99.4% of outstanding Banyu commamesd
This offer was made for a purchase price approximga#142.7 million. The acquisitions allow the Cceny to further enhance its position in the
Japanese market, which is the world's second-lagfemaceutical market.

The Company’s acquisitions of the Banyu sharee accounted for under the purchase methodaaedrdingly, 95.2% and 99.4% of Banguksult:
of operations have been included in the Companghsolidated results of operations since Margl2@@3 and October 27, 2003, respectively. Pro &
information is not provided as the impact of trengactions does not have a material effect on émep@ny’s consolidated results of operations. The
aggregate purchase price was allocated based bpdait values of the portion of assets and liib8iacquired. The allocation of the aggregate Imse
price resulted in the reversal of $1.0 billion ahority interest liability and recognition of $3&2million in other intangibles, $240.5 million imgdwill,
$153.0 million in deferred income tax liabilitiesch$34.5 million in other net assets, principalipgerty, plant and equipment. Other intangibles
included $301.1 million of in-line product rightaving a 10-year weighted average useful life ar@i%illion representing a 2fear life tradename. |
connection with the transactions, the Company msorded charges of $101.8 million for acqui



Merck & Co., Inc. Annual Report 2003

34




research associated with products in developmentlicch, at the acquisition date, technologicakfbgity had not been established and no altereativ
future use existed. Approximately $64.0 milliontiloé total acquired research charge related to Mero#tucts that Banyu is developing for sale in the
Japanese market, the most significant of whidligsx. For any of these products, Merck can choosemextlusively license the rights to Banyu and,
in that event, generally would reimburse Banyuiteassociated research and development expersliticeordingly, these products were valued using
a cost approach, adjusted to reflect the probglfiregulatory approval. The remaining portiortled acquired research charge represents Banyu-
developed product candidates. The fair value of gmoduct was determined based upon the presam ehiprojected future cash flows utilizing an
income approach reflecting the appropriate riskistéid discount rate based on the applicable przdsteige of completion and its probability of
technical and marketing success.

In July 2001, the Company completed its adtioisof Rosetta Inpharmatics, Inc. (Rosetta),adlag informational genomics company, in a tax-free
reorganization. Rosetta has designed and devekmeazial unique technologies to efficiently analgeee data to predict how medical compounds will
interact with different kinds of cells in the bodgerefore allowing Merck scientists to more preljiselect drug targets and potentially acceletrate
development process. The acquisition was accodatathder the purchase method and, accordinglyefas results of operations have been included
with the Company’s since the acquisition date.fBrma information is not provided as the transacttioes not have a material impact on the Comgany’
results of operations or financial position. In @@ance with the May 2001 Agreement and Plan ofgdefthe Agreement), each share of outstanding
Rosetta stock was converted into .2352 shares ofviock, resulting in the issuance by the Compzfrgpproximately 7.7 million shares of common
stock. The aggregate purchase price of the traosaapproximated $633.7 million, including a $58illion common share value, $33.5 million
representing employee stock options valued aseoAtireement date, and $13.1 million of estimatedgaction fees. The allocation of the purchase
resulted in tangible assets of $188.5 million, éstireg primarily of cash and short-term investmentier intangible assets of $44.1 million; liatwds
assumed of $31.1 million, including deferred tabiliities of $16.0 million associated with the atfrgangible assets; and goodwill totaling $432.2
million. Other intangibles, which have a weightegage useful life approximating five years in aggate and by major class, include $27.3 million of
patent rights and $16.7 million of contractual &gnents. In accordance with FAS 142, the goodwdbemted with the Rosetta acquisition is not
amortized.

On August 19, 2003, Merck completed the sfrebMedco Health. The spin-off was effected byywat a pro rata dividend to Merck stockholders.
Holders of Merck common stock at the close of besénon August 12, 2003, received a dividend of612@res of Medco Health common stock for
every one share of Merck common stock held ondbt. No fractional shares of Medco Health comntookswere issued. Shareholders entitled to a
fractional share of Medco Health common stock edistribution received the cash value insteadeBam a letter ruling Merck received from the U.S.
Internal Revenue Service, receipt of Medco Heditirss in the distribution was tax-free for U.S efied income tax purposes, but any cash received in
lieu of fractional shares was taxable.

Prior to the spin-off, Merck received a $2illidn dividend from Medco Health and Merck paid@867 million in settlement of the net intercompany
payable to Medco Health. In addition, at the ddtihe spin-off, $247.4 million of cash and cashieglents were included in the net assets of Medco
Health that were spun off.

Summarized financial information for discont@d operations is as follows:

Years Ended December 3 2003* 2002 2001
Total net revenue $20,328." $30,344.! $26,516.
Income before taxe 369.¢ 561.¢ 454k
Taxes on incom 128.: 207.2 225.¢

*Includes operations up through August 19, 2003.

The following is a summary of the assets aadillties of discontinued operations that wererspff:

August 19,
2003

Assets
Cash and cash equivalel $ 247.
Other current asse 2,728.
Property, plant and equipment, | 816.c
Goodwill 3,310.:
Other intangibles, ne 2,351.¢
Other asset 138.¢

$9,592.¢
Liabilities
Current liabilities $2,176.:
Long-term debt 1,362.:
Deferred income taxe 1,195.(

$4,733.!
Net Assets Transferre $4,859.:



In 2003, the Company accelerated its effarfsihdamentally lower its cost structure throughrany-wide initiatives. In October 2003, the
Company announced the reduction of 4,400 positiwhg;h is expected to be completed in 2004. Appr@tely 3,200 positions had been eliminated as
of December 31, 2003. The Company recorded restingtcosts of $194.6 million in Marketing and adistrative expense in 2003, of which
$101.8 million related to employee severance beneB6.0 million related to curtailment, settletnand termination charges on the Comparpensior
and other postretirement benefit plans (see Noy@i@® $6.8 million related to a modification in tieems of certain employees’ stock option grants.
Payments for employee severance benefits were $2i8i6n in 2003, leaving a remaining accrued bakaof $78.3 million as of December 31, 2003.
Additional restructuring costs are expected torfoeiired in 2004.
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4. Joint Ventures and Other Equity Method Affiliates

In 1982, Merck entered into an agreement with A8Ba(Astra) to develop and market Astra’s produatsler a royalty-bearing license. In 1993, the
Company’s total sales of Astra products reachexvel that triggered the first step in the estalptisht of a joint venture business carried on byastr
Merck Inc. (AMI), in which Merck and Astra each oeaha 50% share. This joint venture, formed in 1@@4eloped and marketed most of Astra’s new
prescription medicines in the United States incigdirilosec,the first of a class of medications known as prggomp inhibitors, which slows the
production of acid from the cells of the stomaciiny.

In 1998, Merck and Astra completed the restmiieg of the ownership and operations of the jermiture whereby the Company acquired Astra’s
interest in AMI, renamed KBI Inc. (KBI), and coriitited KBI's operating assets to a new U.S. limjfiadnership, Astra Pharmaceuticals L.P. (the
Partnership), in exchange for a 1% limited partntarest. Astra contributed the net assets of itelly owned subsidiary, Astra USA, Inc., to the
Partnership in exchange for a 99% general parirterdst. The Partnership, renamed AstraZeneca ZRRAupon Astra’s 1999 merger with Zeneca
Group Plc (the AstraZeneca merger), became theigixel distributor of the products for which KBl a@ted rights.

While maintaining a 1% limited partner intaresAZLP, Merck has consent and protective rightended to preserve its business and economic
interests, including restrictions on the powerhaf general partner to make certain distributiondigpositions. Furthermore, in limited events ofaat,
additional rights will be granted to the Compamgliiding powers to direct the actions of, or remand replace, the Partnerstsighief executive offic
and chief financial officer. Merck earns ongoingeBue based on sales of current and future KBIymtsdand such revenue was $1.9 billion, $1.5 i
and $1.9 billion in 2003, 2002 and 2001, respebtiyerimarily relating to sales dfiexiumandPrilosec. In addition, Merck earns certain Partnership
returns, which are recorded in Equity income frdfiliaes. Such returns include a priority retunropided for in the Partnership Agreement, variable
returns based, in part, upon sales of certain foss&a USA, Inc. products, and a preferential metepresenting Merck’s share of undistributed AZLP
GAAP earnings. These returns aggregated $391.5%mi$640.2 million and $642.8 million in 2003, Z0a8nd 2001, respectively. The decrease in 2003
is attributable to a reduction in the preferentgalrn, primarily resulting from the impact of gelececompetition forPrilosec.The AstraZeneca merger
triggers a partial redemption of Merck’s limitedripeership interest in 2008. Upon this redemptiodL R will distribute to KBI an amount based
primarily on a multiple of Merck’s average annuatiable returns derived from sales of the formetrdB/SA, Inc. products for the three years prior to
the redemption (the Limited Partner Share of Agréallie).

In conjunction with the 1998 restructuringr, fopayment of $443.0 million, which was deferrad{ra purchased an option (the Asset Option) to buy
Merck’s interest in the KBI products, excluding tp@strointestinal medicin@éexiumandPrilosec. The Asset Option is exercisable in 2010 at an
exercise price equal to the net present value daoth 31, 2008 of projected future pretax revetwuee received by the Company from the KBI
products (the Appraised Value). Merck also hagitjie to require Astra to purchase such intere0@8 at the Appraised Value. In addition, the
Company granted Astra an option to buy Merck’s camrstock interest in KBI at an exercise price basethe net present value of estimated future net
sales oNexiumandPrilosec. This option is exercisable two years after Astiairchase of Merck’s interest in the KBI products.

The 1999 AstraZeneca merger constituted ag€rifevent under the KBI restructuring agreemenssaAesult of the merger, in exchange for Merck’s
relinquishment of rights to future Astra producithwo existing or pending U.S. patents at the tohthe merger, Astra paid $967.4 million (the
Advance Payment), which is subject to a true-uputation in 2008 that may require repayment obalh portion of this amount. The True-Up Amount
is directly dependent on the fair market value00& of the Astra product rights retained by the @any. Accordingly, recognition of this contingent
income has been deferred until the realizable amdfieny, is determinable, which is not anticighfgior to 2008.

Under the provisions of the KBI restructuresgreements, because a Trigger Event has occuneedum of the Limited Partner Share of Agreed
Value, the Appraised Value and the True-Up Amosmguaranteed to be a minimum of $4.7 billion. Disttion of the Limited Partner Share of Agreed
Value and payment of the True-Up Amount will ocauR008. AstraZeneca's purchase of Merck’s inteire¢ie KBI products is contingent upon the
exercise of either Merck’s option in 2008 or Asteaéca’s option in 2010 and, therefore, paymerntefppraised Value may or may not occur.

In 1989, Merck formed a joint venture with 8sbn & Johnson to develop and market a broad rahgenprescription medicines for U.S. consum
This 50% owned venture was expanded into Eurod®@3, and into Canada in 1996. Sales of producketed by the joint venture were $445.8 mill
for 2003, $413.0 million for 2002 and $395.0 miflitor 2001.

In 1994, Merck and Pasteur Mérieux Connaugbiv(Aventis Pasteur) established an equallyred joint venture to market vaccines in Europe ta
collaborate in the development of combination vaesifor distribution in Europe. Joint venture vaecsales were $669.0 million for 2003,
$546.4 million for 2002 and $499.6 million for 2001

In 1997, Merck and Rhéne-Poulenc (now Averd@hbined their animal health and poultry gendtigsinesses to form Merial Limited (Merial), a
fully integrated animal health company, which stand-alone joint venture, equally owned by eactypMerial provides a comprehensive range of
pharmaceuticals and vaccines to enhance the haathbeing and performance of a wide range of ahispecies. Merial sales were $1.8 billion for
2003, $1.7 billion for 2002 and $1.6 billion for@n
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In 2000, the Company and Schering-Plough Qatjmn (Schering-Plough) entered into agreementseaate separate equally-owned partnerships to
develop and market in the United States new prgsoni medicines in the cholesterol-management aagiratory therapeutic areas. In 2001, the
cholesterolmanagement partnership agreements were expandedude all the countries of the world, excludiragpdn. In October 2002, ezetimibe,
first in a new class of cholesterol-lowering agemias approved in the United StateZaaand in Germany aSzetrol. Zetiawas launched in the
United States in November 2002. In 2003, followihg successful completion of the European UnionudiuRecognition ProcedurEzetrolhas been
launched in five European countries - Germany\thiged Kingdom, Switzerland, Sweden and the Ne#mel$. Sales totaled $469.4 million in 2003 and
$25.3 million in 2002. In September 2003, Merck/&ihg-Plough Pharmaceuticals submitted a New Drppgliéation to the U.S. Food and Drug
Administration (FDA) forVytorin, which contains the active ingredients of ba@ttiaandZocor.In November 2003, the filing was accepted by thé\FD
for standard review. Similar applications have bfled in other countries outside the United States

In January 2002, the Merck/Schering-Plougpirasory partnership reported on results of Phsgihical trials of a fixed combination tablet
containingSingulairandClaritin , Schering-Plough’s nonsedating antihistamine, tvidid not demonstrate sufficient added benefithéntreatment of
seasonal allergic rhinitis.

Investments in affiliates accounted for usimg equity method, including the above joint veagtotaled $2.2 billion at December 31, 2003 b@P:
respectively. These amounts are reported in O¥gts. Dividends and distributions received froasé¢haffiliates were $553.4 million in 2003,
$488.6 million in 2002 and $572.2 million in 2001.

5. Financial Instruments

Upon the adoption of Statement of Financial AccmgnhStandards No. 133, Accounting for Derivativettnments and Hedging Activities (FAS 133),
on January 1, 2001, the Company recorded a fawmlshulative effect of accounting change of $45ilian after tax in Other comprehensive income
(loss), representing the mark to fair value of pased local currency put options. (See Note 17e)ctimulative effect of accounting change recorded i
Net income was not significar

Foreign Currency Risk Manageme

While the U.S. dollar is the functional currencytieé Company’s foreign subsidiaries, a signifigamittion of the Company’s revenues are denominated
in foreign currencies. Merck relies on sustaineshdéows generated from foreign sources to supipolong-term commitment to U.S. dollar-based
research and development. To the extent the dadlae of cash flows is diminished as a result sfrangthening dollar, the Company’s ability to fund
research and other dollar-based strategic inigatat a consistent level may be impaired. The Cosnpas established revenue hedging and balance
sheet risk management programs to protect agabfetility of future foreign currency cash flows aakanges in fair value caused by volatility in fgre
exchange rates.

The objective of the revenue hedging prograio ireduce the potential for longer-term unfavieathanges in foreign exchange to decrease the U.S.
dollar value of future cash flows derived from figre currency denominated sales, primarily the eurd Japanese yen. To achieve this objective, the
Company will partially hedge anticipated third-pyastles that are expected to occur over its plancoyele, typically no more than three years in® th
future. The Company will layer in hedges over tinereasing the portion of sales hedged as itgeter to the expected date of the transactiorh suc
that it is probable that the hedged transactiohagitur. The portion of sales hedged is based saesaments of cost-benefit profiles that considarrah
offsetting exposures, revenue and exchange rasgilittds and correlations, and the cost of hedgirsgruments. The hedged anticipated sales are a
specified component of a portfolio of similarly deninated foreign currency-based sales transactéatd) of which responds to the hedged risk in the
same manner. Merck manages its anticipated traneastposure principally with purchased local caogeput options, which provide the Company
with a right, but not an obligation, to sell foreigurrencies in the future at a predetermined piidae U.S. dollar strengthens relative to therency of
the hedged anticipated sales, total changes ingtiens’ cash flows fully offset the decline in teepected future U.S. dollar cash flows of the leetlg
foreign currency sales. Conversely, if the U.Slatoheakens, the options’ value reduces to zerbtHauCompany benefits from the increase in thaeval
of the anticipated foreign currency cash flows.

During the first four months of 2001, changethe options’ intrinsic value were deferred incdienulated other comprehensive income (AOCI) until
recognition of the hedged anticipated revenue. Amsassociated with option time value, which wadweded from the designated hedge relationship
and marked to fair value through earnings, weresiggtificant. Effective May 2001, as permitted b{3-133 implementation guidance finalized in June
2001, the designated hedge relationship is basé¢otalnchanges in the options’ cash flows. Accogtiinthe entire fair value change in the options is
deferred in AOCI and reclassified into Sales whenhiedged anticipated revenue is recognized. Téhgeheslationship is perfectly effective and
therefore no hedge ineffectiveness is recorded fain@alues of purchased currency options arentepgdn Accounts receivable or Other assets.

The primary objective of the balance shedt mistnagement program is to protect the U.S. delare of foreign currency denominated net monetary
assets from the effects of volatility in foreignceange that might occur prior to their conversimitS. dollars. Merck principally utilizes forward
exchange contracts, which enable the Company tahdysell foreign currencies in the future at fieadhange rates and economically offset the
consequences of changes in foreign exchange aanbent of U.S. dollar cash flows derived from tle¢ assets. Merck routinely enters into contracts to
fully offset the effects of exchange on exposures
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denominated in developed country currencies, pilyntire euro and Japanese yen. For exposures ila@@ag country currencies, the Company will
enter into forward contracts on a more limited $aand only when it is deemed economical to doaseth on a cost-benefit analysis that considers the
magnitude of the exposure and the volatility of ékehange rate. The Company will also minimizeeffect of exchange on monetary assets and
liabilities by managing operating activities and asset positions at the local level.

Foreign currency denominated monetary assetdiabilities are remeasured at spot rates incefie the balance sheet date with the effects ahgé
in spot rates reported in Other (income) expense,Tihe forward contracts are not designated agdseand are marked to market through Other
(income) expense, net. Accordingly, fair value demin the forward contracts help mitigate the gearin the value of the remeasured assets and
liabilities attributable to changes in foreign @mcy exchange rates, except to the extent of thiefepwvard differences. These differences are not
significant due to the short-term nature of thetmts, which typically have average maturitiemaeption of less than one year.

The Company also uses forward contracts tgdéae changes in fair value of certain foreigrrency denominated available-for-sale securities
attributable to fluctuations in foreign currencychange rates. Changes in the fair value of theéuabdgcurities due to fluctuations in spot ratesoéfset
in Other (income) expense, net, by the fair vahanges in the forward contracts attributable td sp@ fluctuations. Hedge ineffectiveness was not
material during 2003 and 2002. Changes in the aotgrfair value due to spot-forward differences excluded from the designated hedge relationship
and recognized in Other (income) expense, net.elfagwunts were not significant for the years erdlecember 31, 2003 and 2002.

The fair values of forward exchange contracésreported in the following four balance shawt items: Accounts receivable (current portionaihg
position), Other assets (non-current portion ohgaaisition), Accrued and other current liabilit{esirrent portion of loss position), or Deferredanee
taxes and noncurrent liabilities (non-current portof loss position).

Interest Rate Risk Managemt

The Company may use interest rate swap contraatermain investing and borrowing transactions tomage its net exposure to interest rate changes an
to reduce its overall cost of borrowing. The Compéaes not use leveraged swaps and, in genera,rditdeverage any of its investment activitieg tha
would put principal capital at risk.

In 2003, the Company entered into a ten-y880% million notional amount pay-floating, receifixeed interest rate swap contract designated as a
hedge of the fair value changes in $500.0 millibtea-year fixed rate notes attributable to charigeke benchmark London Interbank Offered Rate
(LIBOR) swap rate. In 2001, the Company entered gimilar five-year and three-year $500.0 milliostional amount pay-floating, receive-fixed
interest rate swap contracts designated as faievatdges of $500.0 million each of five-year dnée-year fixed rate notes. The swaps effectively
convert the fixed-rate obligations to floating-raistruments. The fair value changes in the nate$udly offset in interest expense by the fairual
changes in the swap contracts.

The Company is also a party to a seven-yembated interest rate and currency swap contraetredtinto in 1997, which converts a variable rate
foreign currency denominated investment to a végiadte U.S. dollar investment. The interest ramponent of the swap is not designated as a hedge.
The currency swap component is designated as ah#dbe changes in fair value of the investmeiitaitable to exchange. Accordingly, changes in
the fair value of the investment due to fluctuasiom spot rates are offset in Other (income) expenst, by fair value changes in the currency swap.
Hedge ineffectiveness was not significant durin@3and 2002.

The fair values of these contracts are repdrtédccounts receivable, Other assets, Accruedodimelr current liabilities, or Deferred income tavand
noncurrent liabilities.

Fair Value of Financial Instrumen

Summarized below are the carrying values and fires of the Company’s financial instruments atddelger 31, 2003 and 2002. Fair values were
estimated based on market prices, where availabligaler quotes.

2003 2002
Carrying Fair Carrying Fair
Value Value Value Value

Assets
Cash and cash equivale! $1,201.( $1,201.( $2,243.( $2,243.(
Shor-term investment 2,972.( 2,972.( 2,728.: 2,728.:
Long-term investment 7,941.: 7,941.; 7,255.. 7,255..
Purchased currency optio 194 19.4 20.€ 20.¢
Forward exchange contracts and currency

swap 7.5 7.5 48.2 48.2
Interest rate sway 100.2 100.: 88.5 88.2
Liabilities
Loans payable and current portion of long-

term debt $1,700.( $1,714.: $3,669.¢ $3,675.¢
Long-term debt 5,096.( 5,375.’ 4,879.( 5,194.¢

Forward exchange contracts and currency
swap 153.€ 153.€ 67.1 67.1



A summary of the carrying values and fair ealof the Company’s investments at December 34 fisllaws:

2003 2002
Carrying Fair Carrying Fair
Value Value Value Value
Available-for-sale
Debt securitie: $10,042.¢ $10,042.¢ $9,270.¢ $9,270.¢
Equity securities 837.t 837.t 601.C 601.C
Held-to-maturity securitie! 33.1 33.1 1115 1117
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A summary at December 31 of those gross uzezhbains and losses on the Company’s availabledle investments recorded, net of tax and
minority interests, in AOCI is as follows:

2003 2002
Gross Unrealized Gross Unrealized
Gains Losses Gains Losses
Debt securitie: $ 71.¢ $(19.9) $196.7 $ 1.7
Equity securitie: 108.¢ (16.9 8.¢ (89.¢)

Available-for-sale debt securities and heldvtaturity securities maturing within one year tethfs2.9 billion and $23.1 million, respectively, at
December 31, 2003. Of the remaining debt securffiés billion mature within five years.

At December 31, 2002, $433.5 million of hebdrtaturity securities that matured in 2003 set$df33.5 million of 5.0% non-transferable note
obligations issued by the Company that also matur@®03.

Concentrations of Credit Risk

As part of its ongoing control procedures, the Campmonitors concentrations of credit risk asseciatith corporate issuers of securities and fir@nci
institutions with which it conducts business. Cteidik is minimal as credit exposure limits areaetished to avoid a concentration with any singseer
or institution. Three drug wholesalers represeritedggregate, approximately one-fifth of the Compa accounts receivable at December 31, 2003.
The Company monitors the creditworthiness of itstamers to which it grants credit terms in the redroourse of business. Bad debts have been
minimal. The Company does not normally requireatelal or other security to support credit sales.

6. Inventories

Inventories at December 31 consisted of:

2003 2002
Finished good $ 552t $1,262.:
Raw materials and work in proce 2,309.¢ 2,073.¢
Supplies 90.t 75.7
Total (approximates current co 2,952.¢ 3,411.¢
Reduction to LIFO cos — —
$2,952.¢ $3,411.¢

Recognized as
Inventories $2,554." $2,964.:
Other asset 398.1 447

Inventories valued under the LIFO method casgar approximately 51% and 39% of inventories atédeber 31, 2003 and 2002, respectively.
Amounts recognized as Other assets consist of foxen held in preparation for product launchesexgiected to be sold within one year.

The reduction in finished goods is primaritfriautable to the spin-off of Medco Health in 2003
7. Other Intangibles

Other intangibles at December 31 consisted of:

2003 2002
Customer relationshig— Medco Healtf $ — $3,172.;
Patents and product rigk 1,656.: 1,355.;
Other 169.¢ 121.k
Total acquired cos $1,826.: $4,648.¢
| |
Customer relationshig— Medco Healtt $ — $ 757.%
Patents and product rigk 865.4 694.¢
Other 96.7 83.2
Total accumulated amortizatic $ 962.1 $1,534.¢



Aggregate amortization expense, which is edin Materials and production expense and Otheoifne) expense, net, totaled $184.6 million in
2003, $163.7 million in 2002, and $158.4 million2001. The estimated aggregate amortization exgdensach of the next five years is as follows:
2004, $191.4 million; 2005, $162.1 million; 2008,44..2 million; 2007, $135.7 million; and 2008, $&4illion.

8. Loans Payable, Long-Term Debt and Other Comitments

Loans payable at December 31, 2003 and 2002 cedgisimarily of $549.7 million and $2.9 billion,sgectively, of commercial paper borrowings and
$500.0 million of notes with annual interest ragsats and a final maturity in 2011. On an annusikb#he notes will either be repurchased from the
holders at the option of the remarketing agentranthrketed, or redeemed by the Company. At DeceBhe2003 and 2002, loans payable also
reflected $296.0 million and $220.4 million, restpeely, of long-dated notes that are subject tagepent at the option of the holders on an annusisba
At December 31, 2003, loans payable also includg809.0 million variable rate borrowing due in 2004e weighted average interest rate for all of
these borrowings was 2.5% and 2.0% at Decembe2(®B and 2002, respectively.

Long-term debt at December 31 consisted of:

2003 2002

6.0% Astra note due 20( $1,380.( $1,380.(
5.3% notes due 20( 548.t 554.1
4.4% notes due 201 526.¢ —
4.1% notes due 20( 523.¢ 532.¢
6.8% euronotes due 20! 499.¢ 499.7
6.4% debentures due 20 499.] 499.1]
6.0% debentures due 20 496.¢€ 496.4
6.3% debentures due 20 247 .4 247.C
Variable rate borrowing due 20! — 300.(
Other 373.¢ 369.¢
$5,096.( $4,879.(

[ | [ |
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At December 31, 2003 and 2002, the Companyanzety to interest rate swap contracts whichciffely convert the 5.3% and 4.1% and, at
December 31, 2003, the 4.4% fixed rate notes atifig rate instruments. (See Note 5.)

Other at December 31, 2003 and 2002 consjstethrily of $332.6 million of borrowings at varigbrates averaging 0.8% and 1.1%, respectively. At
December 31, 2003 and 2002, $158.7 million and $166llion of these borrowings are subject to rapant at the option of the holders beginning in
2011 and 2010, respectively. In both years, Otlsgr eonsisted of foreign borrowings at varying saip to 7.5%.

The aggregate maturities of long-term debefch of the next five years are as follows: 2@34,0.9 million; 2005, $1.0 billion; 2006, $561.6
million; 2007, $9.5 million; 2008, $1.4 billion.

Rental expense under the Company’s operagimsgels, net of sublease income, was $226.1 mili@03. The minimum aggregate rental
commitments under noncancellable leases are asvi&ll2004, $132.9 million; 2005, $108.0 million;08) $68.7 million; 2007, $44.1 million; 2008,
$28.3 million and thereafter, $53.5 million. Therjeany has no significant capital leases.

9. Contingencies and Environmental Liabilities

The Company is involved in various claims and lggakeedings of a nature considered normal toussness, including product liability, intellectual
property and commercial litigation, as well as #iddial matters such as antitrust actions. The Campantinually evaluates its risks and assesses its
insurance needs relative to market costs to olnaurance, purchasing coverage as appropriateotader protection against losses. The Company
records accruals for contingencies when it is potdthat a liability has been incurred and the amv@an be reasonably estimated. These accruals are
adjusted periodically as assessments change diaddiinformation becomes available. For prodiatility claims, a portion of the overall accrual i
actuarially determined and considers such factersaat experience, number of claims reported atimia&es of claims incurred but not yet reported.
Individually significant contingent losses are amat when probable and reasonably estimable.

Beginning in 1993, the Company was namedrinraber of antitrust suits, certain of which werditied as class actions, instituted by most of the
nation’s retail pharmacies and consumers in sewta#ts, alleging antitrust violations. In 19944# actions, except for those pending in stateésour
were consolidated for pre-trial purposes in theefatlcourt in Chicago, lllinois. In 1996, the Compand several other defendants settled the federal
class action, which represented the single lamgestp of claims. Since that time, the Company ledites! substantially all of the remaining cases on
satisfactory terms. The Company has not engagadyirconspiracy and no admission of wrongdoing wademor was included in any settlement
agreements. While it is not feasible to predictfthal outcome of the few remaining cases, in thmion of the Company, these proceedings should not
ultimately result in any liability which would haematerial adverse effect on the Company’s firelmmsition, results of operations or liquidity.

As previously disclosed, the Company has lzekised by the U.S. Department of Justice thatiitvestigating marketing and selling activitiesthod
Company and other pharmaceutical manufacturersoinection with the investigation, as previouslscttised, the government served a subpoena
Company for the production of documents relate@dampany marketing and sales activities. The sulgpgerks substantially the same information as
the government has previously sought. The Compatypeworking with the government to respond agprately to this subpoena and other
informational requests. The Company has also redevCivil Investigative Demand (CID) from the Attey General of Texas. The CID seeks the
production of documents and other information rdgay the Companyg marketing and selling activities relating to Texéhe Company is working wi
the Texas Attorney General’s office to respond appately to the CID.

As previously disclosed, the Company was joimeongoing litigation alleging manipulation bygrmaceutical manufacturers of Average Wholesale
Prices (AWP), which are sometimes used in calauatthat determine public and private sector rensdment levels. In 2002, the Judicial Panel on
Multi- District Litigation ordered the transfer and condation of all pending federal AWP cases to fedemlrt in Boston, Massachusetts. Plaintiffs f
one consolidated class action complaint, which egaged the claims previously filed in various fedelistrict court actions and also expanded the
number of manufacturers to include some which, fileeCompany, had not been defendants in any peoding case. In May 2003, the court granted
the Company’s motion to dismiss the consolidatedshction and dismissed the Company from the ataBm case. Subsequent to the Company’s
dismissal, the plaintiffs filed an amended consaikd class action complaint, which did not nameQbmpany as a defendant. The Company and thirty
other pharmaceutical manufacturers remain defesdartbree similar complaints pending in federalrtan Massachusetts filed by the New York
Counties of Suffolk, Rockland and Westchester. Thenpany believes that these lawsuits are withouitraed is vigorously defending against them.

As previously disclosed, in January 2003,Wh®. Department of Justice notified the federalrtouNew Orleans, Louisiana that it was not goiog
intervene in a pending Federal False Claims Ac¢ tlaat was filed under seal in December 1999 agdirsCompany. The court issued an order
unsealing the complaint, which was filed by a pbigsi in Louisiana, and ordered that the complainsé&rved. The complaint alleges that the Comany’
discounting ofPepcidin certain Louisiana hospitals led to increasesoists to Medicaid. The Company believes that timeptaint is without merit and
will vigorously defend against it.

Federal and state lawsuits involving numetiad&/idual claims, as well as some putative clag®oas, have been filed against the Company with
respect td/ioxx. Some of the lawsuits also name as a defendargrRfic., which markets a competing product. Certdithe lawsuits include
allegations regarding gastrointestinal bleedingdiozascular events and kidney damage. The lawhkaite been filed in federal courts as well as in a
number of state courts. While cases in other jigigzhs are proceeding separately, the actiond filehe state courts of California and New Jetsaye
been transferred to a single judge in each statecimrdinated proceedings. The Company anticightgsone or more of the lawsuits in various
jurisdictions
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may go to trial in the first half of 2004. Litigati is inherently subject to uncertainties and rsuesnce can be given on the outcome of any givain tr
However, the Company believes that these lawstatsvghout merit and will vigorously defend agaitts¢m.

A number of purported class action lawsuitgehldeen filed by several individual shareholderi@United States District Court for the Eastern
District of Louisiana naming as defendants the Camypand several current or former officers of tlwnpany, and alleging that the defendants made
false and misleading statements regarding the CoypdrugVioxxin violation of the federal securities laws. Thaiptiffs request certification of a
class of purchasers of the Company’s common stetikden May 22, 1999 and October 22, 2003, and wegbecified compensatory damages and the
costs of suit, including attorney fees. The Complaeljeves that these lawsuits are without meritwilidvigorously defend against them.

The Company is a party in claims brought uitdlerConsumer Protection Act of 1987 in the UnKéagdom, which allege that certain children su
from a variety of conditions as a result of beirgasinated with various bivalent vaccines for mesaled rubella and/or trivalent vaccines for measles
mumps and rubella, including the CompanytsM-R Il. Other pharmaceutical companies have also beed.sThe claimants allege various adverse
consequences, including autism, with or withoulaimimatory bowel disease, epilepsy, diabetes, emtiéishencephalopathy and chronic fatigue
syndrome. In connection with those claims, eightlleases had been selected for a trial which wedséed to commence in April 2004: two against
Company, and six against other pharmaceutical campaThe trial of the eight cases is initially ified to issues of causation and defect on the
conditions of autistic spectrum disorders, withwithout inflammatory bowel disease. In early Segdien2003, the Legal Services Commission
announced its decision to withdraw public fundirfighe litigation brought by the claimants. This témn was confirmed on appeal by the Funding
Review Committee on September 30, 2003. The AP@K2trial date has been vacated and the claimsdtagnding the outcome of a February 2004
hearing on the judicial review of the funding withd/al decision. The Company believes that theseu#w are without merit and will vigorously defend
against them.

The Company is also a party to individual atas action product liability lawsuits and claimshe United States involving pediatric vaccinies.(
hepatitis B vaccine antaemophilus influenziype b vaccine) that contained thimerosal, a pregie used in vaccines. Other defendants include
vaccine manufacturers who produced pediatric vascaontaining thimerosal as well as manufacturetisimerosal. In these actions, the plaintiffs
allege, among other things, that they have suffamdological and other injuries as a result ofilg¢himerosal introduced into their developing tesc
The Company has been successful in having martyesetcases either dismissed or stayed on the gtbanthe National Vaccine Injury Compensation
Program (NVICP) prohibits any person from filingromintaining a civil action seeking damages againsiccine manufacturer for vaccine-related
injuries unless a petition is first filed in the ithd States Court of Federal Claims. A number wiilsir cases M-M-R Il alone and/or thimerosal-
containing vaccines) have been filed in the Un¢ates Court of Federal Claims under the NVICPRafdetermination first on general causation issues.
The Company believes that these lawsuits and clamasvithout merit and will vigorously defend aggithem in the proceedings in which it is a party.

From time to time, generic manufacturers adrpiaceutical products file Abbreviated New Drug Aggtions (ANDAS) with the FDA seeking to
market generic forms of Company products prioh®expiration of relevant patents owned by the CamgpGeneric pharmaceutical manufacturers
have submitted ANDASs to the FDA seeking to markethie United States a generic formFaflsamax;, PrilosecandVioxxprior to the expiration of the
Company’s (and AstraZeneca'’s in the casBrilbsec) patents concerning these products. The genemipanies’ ANDAs generally include allegations
of non-infringement, invalidity and unenforcealyilif the patents. Generic manufacturers have reddiDA approval to market a generic form of
Prilosec. The Company has filed patent infringement suitiederal court against companies filing ANDAs @mneric alendronate and rofecoxib, and
AstraZeneca and the Company have filed patennigdrinent suits in federal court against companiieg) fANDAs for generic omeprazole. Similar
patent challenges exist in certain foreign jurigdits. The Company intends to vigorously defengh@ents, which it believes are valid, against
infringement by generic companies attempting tokeiaproducts prior to the expiration dates of spatents. As with any litigation, there can be no
assurance of the outcomes, which, if adverse, aagldlt in significantly shortened periods of exility for these products.

A trial in the United States with respecthe tilendronate daily product concluded in Noven20&1. In November 2002, a decision was issued by
the U.S. District Court in Delaware finding the Guamy's patent valid and infringed. On October 32, the U.S. Court of Appeals for the Federal
Circuit affirmed the validity and infringement dfé Company’s basic U.S. patent covering the usgenidronate in any form. A request for rehearing
was denied. A trial in the United States involvihg alendronate weekly product was held in Mard32@n August 28, 2003, the U.S. District Court in
Delaware, upheld the validity of the Company’s Lp&tent covering the weekly administration of alemate. As a result of the court’s decision, the
patent is valid and infringed by Teva PharmacelsitisA, Inc.’s (Teva) Abbreviated New Drug Appliat filing. The court’s decision has been
appealed by Teva.

In January 2003, the High Court of JusticeBogland and Wales held that patents of the Compastgcting the alendronate daily and weekly
products were invalid in the United Kingdom. On Mmber 6, 2003, the Court of Appeals of England\Mades affirmed the ruling by the High Court
of Justice for England and Wales. Protection aga@jeseric companies referencing the Company’s fdataeekly alendronate in the United Kingdom
may be available under the provisions of the lavictvigrant a period of exclusivity to the originaksnitter of such data. A generic company has sought
judicial review of a decision by the Licensing Aathy in the United Kingdom that it cannot rely upthe Compar’s weekly alendronate data to seek
approval of a generic alendronate 70 mg produdt L@tyears after approval of the Company’s weekBndronate product (which was granted in 2000).
The Company has been served as an interestedgpatintends to take appropriate action to protsaights.
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In the case of omeprazole, the trial couthm United States rendered an opinion in Octob8@ 2(pholding the validity of the Company’s and
AstraZeneca'’s patents covering the stabilized fdatian of omeprazole and ruling that one defendaotheprazole product did not infringe those
patents. The other three defendapte/ducts were found to infringe the formulationguds. In December 2003, the U.S. Court of Appeaishfe Federe
Circuit affirmed the decision of the trial court.itWrespect to certain other generic manufacturemseprazole products, no trial date has yet been se

In the case of rofecoxib, an ANDA has beeedfiincluding allegations of non-infringement, indély and unenforceability of the Company’s
rofecoxib patents. As previously disclosed, the @any filed a patent infringement lawsuit in the tbeg Court of Delaware in August 2003. Trial has
been set for October 2005.

As previously disclosed, the Company has megned as a defendant in a number of purported ataim lawsuits, which have been consolidated
before a single judge and in a shareholder devieaiction, both of which involve claims relatedttie Company’s revenue recognition practice forireta
copayments paid by individuals to whom Medco Hepltwides pharmaceutical benefits. The class atfiasuit was amended to add claims agains
Company and Medco Health and certain of their efcand directors relating to rebates received bydd Health and Medco Health's independent
status. The shareholder derivative action was asttwladd Arthur Andersen LLP as a defendant arditcertain new allegations, which relate to
claims that certain individual defendants breadhed fiduciary duty by failing to prevent the card at issue in the previously disclosed Gruer €ase
discussed below, the antitrust claims pending éNbrthern District of Illinois, and the qui tamti@os in which the U.S. Attorney'’s office for the
Eastern District of Pennsylvania has intervenednsg®edco Health. The complaint seeks monetaryadgs from those Company directors who are
defendants in the lawsuit in an unspecified amasnwell as injunctive and other relief. As parthe spin-off of Medco Health, Medco Health assumed
responsibility for a portion of potential damagesettlement payments paid, if any, in connectidh ¢his litigation. The Company believes that thes
lawsuits are without merit and will vigorously datkagainst them.

Prior to the spin-off of Medco Health, the Quamy and Medco Health agreed to settle, on a eletisn basis, a series of lawsuits asserting vaiat
of the Employee Retirement Income Security Act &R). The Company, Medco Health and certain pldsitfounsel filed the settlement agreement
with the federal district court in New York, wherases commenced by a number of plaintiffs, inclggliarticipants in a number of pharmaceutical
benefit plans for which Medco Health is the phannbenefit manager, as well as trustees of suctsplzave been consolidated. The proposed class
settlement has been agreed to by plaintiffs in di/the cases (the Gruer Cases) filed against Me#adth and the Company. Under the proposed
settlement, the Company and Medco Health have ddoeeay a total of $42.5 million, and Medco Heditts agreed to modify certain business prac
or to continue certain specified business practicea period of five years. The financial compdiwsais intended to benefit members of the settleme
class, which includes ERISA plans for which Medazalth administered a pharmacy benefit at any timeesDecember 17, 1994. In 2003, the court
preliminarily approved the settlement and has hdhéaring to hear objections to the fairness optposed settlement from class member
representatives. Currently, certain class memtarsphave indicated that they will not participat¢he settlement. The court has not yet approved th
settlement or determined the number of class meplbes that have properly elected not to partigpathe settlement, if approved. The settlement
becomes final only if and when the district coudrgs final approval and all appeals have beerlvedoMedco Health and the Company agreed to the
proposed settlement in order to avoid the significst and distraction of protracted litigation.

The Gruer Cases, which are similar to claielsding against other pharmaceutical benefit masagieged that Medco Health was an ERISA
“fiduciary” and that the Company was a “party-indrest"within the meaning of ERISA. The plaintiffs assdrthat the Company and Medco Health
breached duties and engaged in “prohibited traimsetas a result of filling prescriptions with t@®mpany’s drugs to increase the Company’s market
share, among other things. The plaintiffs demantbatiMedco Health and the Company disgorge anywfolly obtained profits and other relief.

In addition, among the cases consolidatedew Nork, one plaintiff has also alleged, based sseatially the same factual allegations as the iIGrue
Cases, that Medco Health and the Company havet@ibfaderal and state racketeering laws. A diffepdaintiff, seeking to represent California
citizens, has alleged that Medco Health and the g2om have violated California unfair competitiowlaAn attorney for one of the plaintiffs has
indicated that it may assert claims against Medealth, the Company and others to allege violatafrtee Sherman Act, the Clayton Act and various
state antitrust laws based on alleged conspirdgisgppress price competition and unlawful comlxmat allegedly resulting in higher pharmaceutical
prices.

After the spin-off of Medco Health, Medco Hitahssumed substantially all of the liability expresfor the matters discussed in the foregoingethre
paragraphs. The Company believes that these cabied are being defended by Medco Health, are witinaoerit.

There are various other legal proceedingsgcipally product liability and intellectual propgrsuits involving the Company, which are pending.
While it is not feasible to predict the outcomeludse proceedings or the proceedings discussee ainahe opinion of the Company, all such
proceedings are either adequately covered by insarar, if not so covered, should not ultimatelsutein any liability that would have a material
adverse effect on the financial position, liquidityresults of operations of the Company. In additfrom time to time, federal or state regulatesk
information about practices in the pharmaceutiedustry. While it is not feasible to predict the@me of any requests for information, the Company
does not expect such inquiries to have a matedia@e effect on the financial position, liquidity results of operations of the Company.
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The Company is a party to a number of procegibrought under the Comprehensive EnvironmergapBnse, Compensation and Liability Act,
commonly known as Superfund. When a legitimatencifair contribution is asserted, a liability is ialty accrued based upon the estimated transaction
costs to manage the site. Accruals are adjustézhaiility studies and related cost assessmemenaédial techniques are completed, and as thatexte
to which other potentially responsible parties (BRFho may be jointly and severally liable can kpexted to contribute is determined.

The Company is also remediating environmesgatamination resulting from past industrial adjivat certain of its sites and takes an active irle
identifying and providing for these costs. A worlde survey was initially performed to assess &lissfor potential contamination resulting from past
industrial activities. Where assessment indicated physical investigation was warranted, suchstigation was performed, providing a better
evaluation of the need for remedial action. Wheihsneed was identified, remedial action was théiated. Estimates of the extent of contamination
each site were initially made at the pingestigation stage and liabilities for the potahtiost of remediation were accrued at that timemre definitive
information became available during the courseneéstigations and/or remedial efforts at each sitdmates were refined and accruals were adjusted
accordingly. These estimates and related accroalinue to be refined annually.

In management’s opinion, the liabilities firenvironmental matters that are probable andaealsly estimable have been accrued and totaled $158
million and $189.7 million at December 31, 2003 @002, respectively. These liabilities are undisted, do not consider potential recoveries from
insurers or other parties and will be paid out dherperiods of remediation for the applicablessitehich are expected to occur primarily over tegtn
15 years. Although it is not possible to predicthngertainty the outcome of these matters, or ttimate costs of remediation, management does not
believe that any reasonably possible expenditinasnhay be incurred in excess of the liabilitiesraed should exceed $100.0 million in the aggregate
Management also does not believe that these expessishould result in a material adverse effedherCompany’s financial position, results of
operations, liquidity or capital resources for gear.

10. Preferred Stock of Subsidiary Companies

In 2000, a wholly owned subsidiary of the Compassued $1.5 billion par value of variable rate mrefé units. The units are redeemable at par value
plus accrued dividends at the option of the issti@ny time. In addition, if the credit ratings the Company’s unsecured senior debt obligatiors fal
below specified levels, the likelihood of which tBempany believes is remote, the holders of théemed units would have the ability to require the
redemption of the preferred units. Because theepredl securities are held at the subsidiary lékely are included in Minority interests in the
consolidated financial statements.

In connection with the 1998 restructuring dfiI(see Note 4), the Company assumed a $2.4 bijmmvalue preferred stock obligation with a
dividend rate of 5% per annum, which is carriedkiBl and included in Minority interests. While a sligortion of the preferred stock carried by KBI is
convertible into KBl common shares, none of thégred securities are convertible into the Compamgmmon shares and, therefore, they are not
included as common shares issuable for purposesneputing Earnings per common share assuming alilu(See Note 16.)

11. Stockholders’ Equity

Other paid-in capital increased by $12.9 millioB6% million and $641.4 million in 2003, 2002 ar@D2, respectively. The increase in 2001 includes
$615.3 million resulting from shares issued andwejent employee stock options assumed in conneetith the Rosetta acquisition. (See Note 3.) The
remaining increases primarily reflect the impacsiofres issued upon exercise of stock optionselated income tax benefits.

A summary of treasury stock transactions @har millions) is as follows:

2003 2002 2001
Shares Cost Shares Cost Shares Cost
Balance, Jan. 731.2 $24,109.: 703.¢ $22,387. 660.¢ $18,857.¢
Purchase 39.C 2,034. 39.2 2,091. 54.E 3,890.¢
Issuance$? (15.7) (525.7) (11.9 (369.9) (1.9 (361.5)
Balance, Dec. 3 754.F $25,617.! 731.2 $24,109.: 703.¢ $22,387.:
| I | I | I

(@ Issued primarily under stock option plans.
At December 31, 2003 and 2002, 10 million skaf preferred stock, without par value, were anitled; none were issued.

12. Stock Option Plans

The Company has stock option plans under which eyegls, non-employee directors and employees dinesf the Company’s equity method
investees may be granted options to purchase sba@smpany common stock at the fair market valbhetime of the grant. These plans were
approved by the Company’s shareholders. Optiontgfagginning in 2002 generally vest ratably ovee¢hyears, while grants prior to 2002 generally
vest after five years. The options expire ten y&ars the date of grant. The Compasigtock option plan for employees also providegtergranting o
performance-based stock awards.

In connection with the Medco Health siffiin 2003, the number and exercise prices oftanting options were proportionately adjusted tantaén
the option holder positions before and after the s-off. As a result of the adjustment, the numberwstanding options increased by 12.6 mill



shares and the average exercise price decreasggphyximately $3.22. In addition, certain stockiops granted to Medco Health employees in 2002
and 2003 were converted to Medco Health optionk teitms and amounts that maintained the optiongnslghositions. In
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connection with Merck’s acquisition of Rosetta 02, stock options outstanding on the acquisitiate dvere converted into options to purchase shares
of Company common stock with equivalent value.

Summarized information relative to the Comparsyock option plans (shares in thousands) i®bews:

Number Average
of Shares Price @
Outstanding at December 31, 2C 176,376. $50.7¢
Granted 36,767.¢ 79.12
Exercisec (11,604.9) 25.9(
Forfeited (5,021.0) 68.7¢
Equivalentoptions assume 681.¢ 30.7¢
Outstanding at December 31, 2C 197,200. 56.9¢
Granted 37,809. 61.1¢
Exercisec (11,048.) 28.82
Forfeited (5,852.9 69.2(
Outstanding at December 31, 2C 218,109.: 58.8(
Granted 32,595 52.7¢
Exercised (15,482.) 25.07
Forfeited or converted @ (11,970.) 63.1¢
Medco Health spir-off adjustment 12,626.: (3.22)
Outstanding at December 31, 200 235,878.. $56.8(
| |

(M weighted average exercise price.
@ Includes 4.8 million options that were convertedtedco Health options.

The number of shares and average price obpgxercisable at December 31, 2003, 2002 and @664 101.4 million shares at $47.47, 70.7 mil
shares at $35.97 and 55.1 million shares at $27e89gctively. At December 31, 2003 and 2002, 1&0l4bn shares and 46.0 million shares,
respectively, were available for future grants urttle terms of these plans.

Summarized information about stock optionstantding and exercisable at December 31, 20034sl@thousands) is as follows:

QOutstanding Exercisable
Exercise

Price Number Average Average Number Average
Range of Shares Life () Price () of Shares Price ()
Under $1¢ 4,447 .« 3.14 $12.8¢ 4,447 .« $12.8¢
$15 to 2! 12,137.¢ 1.0t 18.6¢ 12,089.( 18.6¢
$25 to 4( 14,206. 2.2C 31.1(C 14,155.: 31.1(C
$40 to 5( 53,607.¢ 6.77 48.3¢ 21,643.¢ 46.4(
$50 to 6! 89,593.: 6.2€ 60.0¢ 39,055 59.8(
$65 to 8( 60,637. 5.97 75.6¢ 9,487.¢ 74.2¢
Over $8( 1,247.¢ 4.81 86.0¢ 554.2 86.97

235,878.. 101,432.

| |

() Weighted average contractual life remaining in year
(2 Weighted average exercise price.

13. Pension and Other Postretirement Benefit Bhs

The Company has defined benefit pension plans tayetigible employees in the United States andertain of its international subsidiaries. Pension
benefits in the United States are based on a farmhalt considers final average pay and years ditekservice. In addition, the Company provides
medical, dental and life insurance benefits, ppally to its eligible U.S. retirees and similar kéts to their dependents, through its other ptistr@ent
benefit plans. The Company uses a December 31 mezasnt date for all of its U.S. pension and othastyetirement benefit plans.

The effects of the Medicare Prescription Diagprovement and Modernization Act of 2003 (the )k not recognized in net cost, benefit oblige
and related disclosures for the U.S. other postratnt benefit plans. Specific authoritative guaon the accounting for the federal subsidy uttuer
Act is pending and that guidance, when issued,ccguire the Company to change previously repartiedmation.



In 2003 and 2002, the Company changed paatitipontributions and the service recognized figitelity for its other postretirement benefit p&n
These amendments reduced the benefit obligatidilBy¢.8 million in 2002 and generated curtailmenngaf $10.2 million and $54.2 million in 2003
and 2002, respectively.

In addition, the Company recorded a settlertess of $28.3 million on its pension plans andigalment loss of $11.7 million on its other
postretirement benefit plans in 2003 resulting fr@auctions in employment levels primarily in cootien with restructuring activities. The Company
also recorded termination charges of $37.9 milbarits pension plans and $8.1 million on its othestretirement benefit plans related to expanded
eligibility for certain employees exiting under thestructuring action. (See Note 3.)

The net cost for the Company’s pension plamsisted of the following components:

Years Ended December 3. 2003 2002 2001

Service cos $ 263.¢ $ 218.¢ $178.¢
Interest cos 260.¢€ 229.¢ 214.C
Expected return on plan ass (341.9 (314.9 (282.9)
Net amortizatior 115.¢ 49.1 27.€
Settlement: 28.2 — —
Termination benefit 37.€ — —
Net pension cos $ 364.¢ $183.t $138.1

| | |

The net pension cost attributable to U.S. placluded in the above table was $264.8 millio2003, $108.0 million in 2002 and $70.8 million in
2001.
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The net cost of postretirement benefits othan pensions consisted of the following components

The cost of health care and life insuranceefiemfor active employees was $273.0 million ir030$241.7 million in 2002 and $220.6 million in

2001.

Summarized information about the changesan plssets and benefit obligation is as follows:

The fair value of U.S. pension plan assethiged in the preceding table was $2.7 billion i®2@nd $2.0 billion in 2002. The pension benefit

Years Ended December 3. 2003 2002 2001

Service cos $ 68.2 $ 46.€ $43.F
Interest cos 90.4 71.4 74.C
Expected return on plan ass (62.0 (78.6) (84.6¢)
Net amortizatior 28.C (11.9) (14.0
Curtailments 1. (54.2 —
Termination benefit 8.1 — —
Net postretirement benefit cc $134.2 $(26.5) $18.¢

| | |

Other
Postretirement
Pension Benefits Benefits
2003 2002 2003 2002

Fair value of plan assets at Janua $3,105.¢ $2,864. $ 678.¢ $ 796.¢
Actual return on plan asse 1,033.: (236.¢ 223.7 (113.9
Company contribution 641.c 720.7 63.5 7.3
Benefits paid from plan asse (425.9) (268.7%) (16.5) (12.3)
Discontinued operatior (80.5) 28.C — —
Other 8.5 (2.5 — —
Fair value of plan assets at Decembe $4,282.7 $3,105.¢ $ 949.f $ 678.¢

| | | |
Benefit obligation at January $4,410.. $3,611.¢ $1,329.¢ $1,154.¢
Service cos 263.4 218.¢ 68.3 46.€
Interest cos 260.¢€ 229.¢ 90.4 71.4
Actuarial losse: 624.C 619.1 486.¢ 204.1
Benefits paic (466.0 (287.9) (58.9 (55.6)
Plan amendmen 27.¢ 9.2 — (134.9
Curtailments — — 19.4 —
Termination benefit 37.€ — 8.1 —
Discontinued operatior (85.2) 23.4 (104.7) 43.F
Other 0.2 (15.0) — —
Benefit obligation at December . $5,071.¢ $4,410.: $1,840.¢ $1,329.¢

| | | |

obligation of U.S. plans included in this table vi&s2 billion in 2003 and $3.0 billion in 2002.

A reconciliation of the plans’ funded statagfie net asset (liability) recognized at Decen$ideis as follows:

Other

Postretirement

Pension Benefits Benefits
2003 2002 2003 2002
Plan assets less than benefit obliga $ (789.9) $(1,304.Y) $(890.9) $(650.¢)
Unrecognized net los 2,155.( 2,498.( 879.t 630.¢
Unrecognized plan chang 105.2 84.4 (171.0 (165.9)
Net asset (liability $1,471.( $1,277. $(182.9) $(185.9)
Recognized as
Other asset $1,789.¢ $ 1,154.¢ $ — $ —
Accrued and other current liabilitit (24.9) (20.0 (24.9 (24.9
Deferred income taxes and noncurrent
liabilities (310.9 (373.9) (157.5) (160.2)



Accumulated other comprehensive | 15.7 516.¢ — —

The weighted average asset allocations oitestment portfolio for the U.S. pension and othestretirement benefit plans at December 31 are as
follows:

2003 2002
U. S. equities 55% 51%
International equitie 27 21
Fixed income investmen 14 18
Real estat 3 3
Cash and other investmel 1 7
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The targeted investment portfolio is allocad®@b to 60% in U.S. equities, 20% to 30% in intéoreal equities, 13% to 18% in fixed-income
investments, 2% to 6% in real estate, and up tarBéash and other investments. The portfolio’s gowieighting is consistent with the long-term natur
of the plans’ benefit obligation. The expected airmtandard deviation of returns of the targetedfpiao, which approximates 13%, reflects both the
equity allocation and the diversification benefitaong the asset classes in which the portfoliostsve

Contributions to the pension plans and otlstnetirement benefit plans during 2004 are exgetde $650.0 million and $129.0 million,
respectively. Contributions to the U.S. pensiomplare expected to be $550.0 million.

Expected benefit payments in the U.S. ar®bows:

Other
Postretirement

Pension Benefits Benefits

2004 $ 111« $ 68.C
2005 122.¢ 75.1
2006 135.¢ 81.€
2007 151.1 89.C
2008 167.¢ 96.C
200¢-2013 1,177.¢ 605.4

Expected benefit payments are based on the agsumptions used to measure the benefit obligatind include estimated future employee service.

At December 31, 2003 and 2002, the accumulag¢eefit obligation was $3.8 billion and $3.2 loifli respectively, for all pension plans and
$2.3 billion and $2.1 billion, respectively, for&l.pension plans. The Company had a minimum petiisioitity of $19.8 million and $566.3 million at
December 31, 2003 and 2002, respectively, reprieggetite extent to which the accumulated benefiigattion exceeded plan assets for certain of the
Company’s pension plans. The decrease in the mmipension liability in 2003, recorded through Otbemprehensive income (loss) and Other assets
primarily reflects the increase in the fair valdeptan assets, for certain plans, resulting frorofable asset returns.

For pension plans with benefit obligationgxtess of plan assets at December 31, 2003 and ®@0fair value of plan assets was $3.4 billiod an
$3.0 billion, respectively, and the benefit obligatwas $4.2 billion and $4.3 billion, respectivelior those plans with accumulated benefit oblayetiir
excess of plan assets at December 31, 2003 and @@0fair value of plan assets was $92.2 milliod $849.9 million, respectively, and the
accumulated benefit obligation was $327.2 millioxd 1.1 billion, respectively.

Unrecognized net loss amounts reflect expeeddifferentials primarily relating to differencbketween expected and actual returns on plan assets
well as the effects of changes in actuarial assiom@t Unrecognized net loss amounts in excessrtdinghresholds are amortized into net pension and
other postretirement benefit cost over the averag®ining service life of employees. Amortizatidruarecognized net losses for the Company’s U.S.
plans at December 31, 2003 is expected to increetsgension and other postretirement benefit cpstpproximately $125.0 million annually from 2C
through 2008.

The Company reassesses its benefit plan asgunsn a regular basis. Assumptions used in oébéng U.S. plan information are as follows:

Pension and Other
Postretirement Benefits

December 31 2003 2002 2001
Net cost
Discount rate 6.5(% 7.25% 7.50%
Expected rate of return on plan as: 8.7t 10.C 10.C
Salary growth rat: 4.t 4.t 4.5
| L] |

Benefit obligation
Discount rate 6.25% 6.5(% 7.25%
Salary growth rat 4.t 4.t 4.5

The expected rate of return for both the Ppehsion and other postretirement benefit planssepits the average rate of return to be earnethon p
assets over the period the benefits included ifb#meefit obligation are to be paid. In developihg éxpected rate of return, the Company considegs |
term compound annualized returns of historical raadata as well as actual returns on the Compaigisassets, and applies adjustments that reflect
more recent capital market experience. Using &fisrence information, the Company develops forvi@o#ing return expectations for each asset
category and a weighted average expected long+aerof return for a targeted portfolio allocatedoss these investment categories. The expected
portfolio performance reflects the contributionaative management as appropriate. As a resuli®atialysis, for 2004, the Compasyxpected rate
return of 8.75% will remain unchanged from 2003ifsJ.S. pension and other postretirement bepéits.

The weighted average assumptions used inrdigtielg U.S. and international pension plan inforioratre as follows:

December 31 2003 2002 2001

Net cost



Discount rate 5.9(% 6.4(% 6.75%

Expected rate of return on plan as: 7.7C 8.9C 9.1C
Salary growth rat 4.1 4.2 4.1
I | I

Benefit obligation
Discount rate 5.65% 5.9(% 6.4C%
Salary growth rat 4.1 4.2 4.1

The health care cost trend rate assumptianstfier postretirement benefit plans are as follows

December 31 2003 2002
Health care cost trend rate assumed for next 11.(% 11.(%
Rate to which the cost trend rate is assumed tlinee 5.C% 5.C%
Year that the rate reached the ultimate trend 201z 201C

A one percentage point change in the health ast trend rate would have had the followinge:

One Percentage Poin

Increase Decrease
Effect on total service and interest cost compones $ 304 $ (24.0
Effect on benefit obligation 289.% (234.2)
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14. Other (Income) Expense, Net

Years Ended December 3. 2003 2002 2001

Interest incom $(308.7%) $(415.7) $(484.5)
Interest expens 350.¢ 390.¢€ 463.7
Exchange gain (28.9) (7.8 (3.5
Minority interests 168.7 214z 290.¢
Amortization of goodwill and other intangibl 140.¢ 120.( 139.1
Other, ne (404.9) (99.6) (250.9
$ (81.6) $202.2 $ 155.(

I I I

Minority interests include third parties’ shaf exchange gains and losses arising from traoslaf the financial statements into U.S. dollars.
Reduced minority interests in 2003 is attributabléhe effect of the Banyu shares acquisitions fé&te 3), and in 2002 is the result of lower divide
on variable rate preferred units (see Note 10)ebag decreased minority interest expense associgith Banyu.

The increase in other, net in 2003 primardflects an $84.0 million gain on the saleffgrastatproduct rights in the United States and realizedg
on the Company’s investment portfolios relatingtte favorable interest rate environment.

Interest paid was $359.4 million in 2003, $40illion in 2002 and $467.2 million in 2001.
15. Taxes on Income

A reconciliation between the Company'’s effective tate and the U.S. statutory rate is as follows:

Tax Rate
2003
Amount 2003 2002 2001
U.S. statutory rate applied to income from contiigui
operations before taxi $3,168.( 35.(% 35.(% 35.(%
Differential arising from
Foreign earning (924.7) (20.2) (6.5 (5.6)
Tax exemption for Puerto Rico operatic (78.5) (0.9 (0.9 (0.9
State taxe 150.t 1.7 1.¢ 1.¢
Other 146.1 1€ 0.1 .3
$2,462.( 27.2% 29.6%  29.1%
| I I I

Domestic companies contributed approximatdB63n 2003, 47% in 2002 and 49% in 2001 to constdid income from continuing operations be
taxes.

Taxes on income from continuing operationssisied of:

Years Ended December 3 2003 2002 2001

Current provision

Federal $1,464.: $1,563.¢ $1,513.°
Foreign 611.c 609.2 635.7
State 254.¢ 296.2 289.7

2,330.: 2,469.4 2,439.:

Deferred provision

Federal 21.: 361.¢ 323.7
Foreign 96.5 (8.0 57.¢
State 13.¢ 33.7 74.2

131.% 387.t 455.¢

$2,462.( $2,856.¢ $2,894.¢

Deferred income taxes at December 31 consadfted



2003 2002

Assets Liabilities Assets Liabilities
Other intangible: $ 847 $ 306.C $ 108.% $1,189.(
Inventory relatec 639.( 355.2 700.5 354.1
Accelerated depreciatic — 1,353.¢ — 1,459.1
Advance paymer 338.¢ — 338.¢ —
Equity investment 260.( 565.¢ 113.% 480.1
Pensions and OPE 122.: 602.( 109.t 291.¢
Compensation relate 156.¢ — 131.2 —
Other 1,233 287.k 1,372.¢ 271.%
Subtotal 2,834.¢ 3,470.: 2,875.: 4,045.:
Valuation allowanct (2.2 — (2.9 —
Total deferred taxe $2,832.% $3,470.: $2,872." $4,045.:
Net deferred tax liabilitie $ 637 $1,172.¢
Recognized as
Prepaid expenses and ta; $ (590.¢) $ (764.)
Other asset (7.5) (33.9)
Income taxes payab 110.2 98.7
Deferred income taxes and noncurrent
liabilities 1,125.¢ 1,871.

The reduction in net deferred tax liabilitisprimarily attributable to the spin-off of Medétealth in 2003.

Income taxes paid in 2003, 2002 and 2001 %2re billion, $1.8 billion and $2.1 billion, resgaely. Stock option exercises reduced income taxes
paid in 2003, 2002 and 2001 by $167.8 million, $82illion and $153.0 million, respectively.

At December 31, 2003, foreign earnings of @18llion and domestic earnings of $880.9 millicave been retained indefinitely by subsidiary
companies for reinvestment. No provision is maddrfoome taxes that would be payable upon theibligton of such earnings, and it is not practicable
to determine the amount of the related unrecognitegerred income tax liability. These earningsude income from manufacturing operations in
Ireland, which were tax-exempt through 1990 andaxed at 10% thereafter. In addition, the Compzary subsidiaries operating in Puerto Rico and
Singapore under tax incentive grants that expir20ib5 and 2026, respectively.

The Company'’s federal income tax returns Heeen audited through 1992.
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16. Earnings per Share

The weighted average common shares used in theutatigms of basic earnings per common share aminegrper common share assuming dilution
(shares in millions) are as follows:

Years Ended December 3. 2003 2002 2001
Average common shares outstanc 2,236." 2,257t 2,288.:
Common shares issuabif¢ 16.4 19. 34.C
Average common shares outstanding assuming dil 2,253.; 2,277.( 2,322
| | |

(@ Issuable primarily under stock option plans.
17. Comprehensive Income

Upon the adoption of FAS 133 on January 1, 2004 Gbmpany recorded a favorable cumulative effeetcobunting change of $45.5 million in Other
comprehensive income (loss). This amount repredehtemark to fair value of purchased local curyemat options maturing throughout 2001, which
hedged anticipated foreign currency denominatesssaler that same period. At December 31, 20034%80lion of deferred loss is associated with
options maturing in the next 12 months, which healgiicipated foreign currency denominated sales thag same period.

The components of Other comprehensive incdass) are as follows:

After
Pretax (1) Tax Tax
Year Ended December 31, 2003
Net unrealized loss on derivative: $ (87.¢) $ 35.¢ $ (51.7)
Net loss realization 51.t (21.7) 30.4
Derivatives (36.7) 14.¢ (21.9)
Net unrealized gain on investment 105.( (33.9 71.2
Net income realization (114.9 (3.2 (117.%
Investments 9.3 (37.0 (46.9)
Minimum pension liability 424.% (192.¢ 231.C
$ 379.1 $(214.¢) $ 164.2
I I I
Year Ended December 31, 2C
Net unrealized loss on derivativ $ (31.9) $ 13.C $ (18.9)
Net income realizatio (2.0 0.8 1.2
Derivatives (33.9) 13.€ (20.0
Net unrealized gain on investmel 128.€ 24.F 153.1
Net income realizatio (86.€) 6.€ (80.0
Investment: 42.C 31.1 73.1
Minimum pension liability (263.9) 100.7 (162.5)
$(255.0) $ 145.€ $(109.9)
| | |
Year Ended December 31, 2C
Cumulative effect of accounting chan $ 76.€ $ (319 $ 45F
Net unrealized gain on derivativ 49.7 (20.9) 29.4
Net income realizatio (114.9 46.7 (67.6)
Derivatives 12.2 (5.0 7.3
Net unrealized gain on investmel 447 35.5 80.C
Net income realizatio (73.9) 4.8 (68.9

Investment: (29.0 40.1 11.1



(87.1) 48.F (38.6)

$(103.6) $ 83 $ (20.9)

Minimum pension liability

() Net of applicable minority interest.

The components of Accumulated other compretieriscome (loss) are as follows:

December 31 2003 2002
Net unrealized loss on derivativ $(34.0) $ (12.9)
Net unrealized gain on investmel 110.1 156.¢
Minimum pension liability (10.6 (242.%)
$ 65.5 $ (98.9)
I I

18. Segment Reporting

The Company'’s operations are principally managed products basis. The Merck Pharmaceutical segmentles products marketed either directly or
through joint ventures. These products consishefapeutic and preventive agents, sold by presmnipfor the treatment of human disorders. Merdls
these human health products primarily to drug wallers and retailers, hospitals, government agemacid managed health care providers such as healt

maintenance organizations and other institutions.

All Other includes non-reportable human anidnaih health segments. Revenues and profits foleteegments are as follows:

Merck
Pharm- All
aceutical Other Total
Year Ended December 31, 2003
Segment revenue $21,038.: $1,218.¢ $22,256.¢
Segment profits 13,250.: 1,131.. 14,381.¢
Included in segment profits:
Equity income from affiliates 304.C 245.¢ 549.¢
Depreciation and amortization (185.)) (4.0 (189.)
Year Ended December 31, 2C
Segment revenue $19,946.: $1,244.; $21,190."
Segment profit: 12,680.: 1,111t 13,791.¢
Included in segment profit
Equity income from affiliate: 203.( 217.¢ 420.€
Depreciation and amortizatic (271.7) 3.9 (175.0
Year Ended December 31, 2C
Segment revenu $19,580.: $1,265.¢ $20,846.:
Segment profit: 12,174, 981.2 13,155.¢
Included in segment profit
Equity income from affiliate: 215.¢ 190.% 406.¢€
Depreciation and amortizatic (160.9 3.7 (164.¢
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Segment profits are comprised of segment ige®iess certain elements of materials and praztuctists and operating expenses, including
components of equity income (loss) from affiliate®l depreciation and amortization expenses. Ferriat management reporting presented to the chief
operating decision maker, the Company does notathothe vast majority of indirect production costsearch and development expenses and general
and administrative expenses, as well as the cdstaricing these activities. Separate divisionsmaéin responsibility for monitoring and managinggk
costs, including depreciation related to fixed &ssélized by these divisions and, therefore, theynot included in segment profits.

A reconciliation of total segment revenuesdosolidated Sales is as follows:

Years Ended December 3. 2003 2002 2001
Segment revenu $22,256.¢ $21,190. $20,846.:
Other revenue 229.( 255.1 352.¢

$22,485.¢ $21,445.¢ $21,199.(
] ] |

Other revenues are primarily comprised of elisneous corporate revenues, sales related tstdiv@roducts or businesses and other supply sales.

Consolidated revenues by geographic area weieed are as follows:

Years Ended December 3 2003 2002 2001
United State! $13,321.: $13,156.¢ $13,438.¢
Europe, Middle East and Afric 5,341.7 4,707.. 4,007 .
Japar 1,600.¢ 1,438.% 1,570.:
Other 2,222.¢ 2,142.¢ 2,182.!
$22,485.¢ $21,445.¢ $21,199.(
| | |

A reconciliation of total segment profits tonsolidated Income from continuing operations befaxes is as follows:

Years Ended December 3 2003 2002 2001
Segment profit: $14,381.¢ $13,791.¢ $13,155.¢
Other profits 172.1 197.¢ 272.¢
Adjustments 642.7 605.¢ 576.¢
Unallocated

Interest income 308.7 415.] 484.%
Interest expens (350.9 (390.¢ (463.%)
Equity income (loss) from
affiliates (75.€) 224.] 279.7
Depreciation and amortizatic (1,125.) (1,056.9) (967.9
Acquired researc (101.9 — —
Research and developm (3,178.) (2,677.9) (2,456.9)
Other expenses, n (1,622.() (1,458.9) (932.9)
$ 9,051.¢ $ 9,651.0 $ 9,948.:
I I I

Other profits are primarily comprised of mikaeeous corporate profits as well as operatinditsreelated to divested products or businesses and
other supply sales. Adjustments represent the editiin of the effect of double counting certaimriteof income and expense. Equity income (loss) from
affiliates includes taxes paid at the joint ventienesl and a portion of equity income that is regiorted in segment profits. Other expenses, natjde
expenses from corporate and manufacturing coseceand other miscellaneous income (expense), net.

Property, plant and equipment, net by geodcagtea where located is as follows:

December 31 2003 2002 2001
United State: $10,383.: $10,757. $ 9,876.¢
Europe, Middle East and Afric 1,846.: 1,659." 1,544.;
Japar 599.1 499.¢ 473.%
Other 1,340.: 1,278.¢ 1,208.t
$14,169.( $14,195.¢ $13,103.-
] ] |

The Company does not disaggregate assetpmdacts and services basis for internal managereeotting and, therefore, such information is



presented.
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Management’s Report

Primary responsibility for the integrity and objedy of the Company’s financial statements resthwnanagement. The financial statements report on
management’s stewardship of Company assets. Trtasenents are prepared in conformity with generatiyepted accounting principles and,
accordingly, include amounts that are based on gemant’s best estimates and judgments. Nonfinaird@mation included in the Annual Report has
also been prepared by management and is consigitarthe financial statements.

To assure that financial information is releabnd assets are safeguarded, management mamagftective system of internal controls and
procedures, important elements of which includeeftd selection, training and development of odaaand financial managers; an organization that
provides appropriate division of responsibilitydasommunications aimed at assuring that Compangipsland procedures are understood throughout
the organization. In establishing internal contratenagement weighs the costs of such systemssagfanbenefits it believes such systems will pifey
A staff of internal auditors regularly monitors thdequacy and application of internal controls evoddwide basis.

To ensure that personnel continue to undeddtas system of internal controls and proceduned pmlicies concerning good and prudent business
practices, the Company periodically conducts thadgement’s Stewardship Program for key managenmehfi@ancial personnel. This program
reinforces the importance and understanding ofrialecontrols by reviewing key corporate policipgycedures and systems. In addition, an ethical
business practices program has been implementedihforce the Company’s long-standing commitmerttith ethical standards in the conduct of its
business.

The independent auditors have audited the @owyip consolidated financial statements as destiibéheir report. Although their audits were not
designed for the purpose of forming an opinionrdrrinal controls, their accompanying report is Hame an audit conducted in accordance with auc
standards generally accepted in the United StdtAmerica, which includes the consideration of @@mpany’s internal controls to establish the basis
for determining the nature, timing and extent adiatests to be performed.

The recommendations of the internal auditodsiadependent auditors are reviewed by manager@entrol procedures have been implemented or
revised as appropriate to respond to these reconetions. No material control weaknesses have bemmght to the attention of management. In
management’s opinion, for the year ended Decembe2@®3, the internal control system was stronganudmplished the objectives discussed herein.

The financial statements and other financifdrimation included in the Annual Report fairly peat, in all material respects, the Company’s fifen
condition, results of operations and cash flowst fotmal certification to the Securities and ExcgparCommission is included in the Company’s

Form 10-K filing.
FH=T j«—da] ¢ Furk
)

Raymond V. Gilmartir Judy C. Lewen
Chairman, President an Executive Vice President
Chief Executive Officer Chief Financial Officer

President, Human Health As
Report of Independent Auditors

To the Stockholders and the
Board of Directors of Merck & Co., Inc.:

In our opinion, the accompanying consolidated badasheets and the related consolidated statemfieintsome, of retained earnings, of comprehensive
income, and of cash flows present fairly, in alten&l respects, the financial position of MerckC&., Inc. and its subsidiaries at December 31, 200!
December 31, 2002, and the results of their operatand their cash flows for each of the threes/gathe period ended December 31, 2003 in
conformity with accounting principles generally apted in the United States of America. These firstatements are the responsibility of the
Company’s management; our responsibility is to egpran opinion on these financial statements basedr audits. We conducted our audits of these
statements in accordance with auditing standardsrgély accepted in the United States of Ameridaictv require that we plan and perform the audit to
obtain reasonable assurance about whether thecfalatatements are free of material misstatenfamudit includes examining, on a test basis,
evidence supporting the amounts and disclosurtieifinancial statements, assessing the accouptingiples used and significant estimates made by
management, and evaluating the overall financéestent presentation. We believe that our auditgige a reasonable basis for our opinion.

As discussed in Note 2 to the financial staets, the Company adopted Statement of Financiebéating Standards No. 142, “Goodwill and Other
Intangible Assets,” effective January 1, 2002.

.-@ﬂtmlmﬁc -Q,-cpw 147
Florham Park, New Jers: PricewaterhouseCoopers LI
February 20, 200
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Audit Committee’s Report

The Audit Committee, comprised of independent dies; met with the independent auditors, managemeahinternal auditors to assure that all were
carrying out their respective responsibilities. Phedit Committee discussed with and received @tdtom the independent auditors confirming their
independence. Both the independent auditors anihttieal auditors had full access to the Commiti@guding regular meetings without management
present.

The Audit Committee met with the independerntitors to discuss their fees and the scope andtses their audit work, including the adequacy of
internal controls and the quality of financial rejony. The Committee also discussed with the inddpat auditors their judgments regarding the qualit
and acceptability of the Company’s accounting ppiles, the clarity of its disclosures and the degrEaggressiveness or conservatism of its acaoginti
principles and underlying estimates. The Audit Cattea reviewed and discussed the audited finastééments with management and recommended
to the Board of Directors that these financialestagnts be included in the Company’s Form 10-Kdilwith the Securities and Exchange Commission.

Heidi G. Miller Thomas E. Shen

Chairpersor Samuel O. Thie
Wendell P. Week
Peter C. Wende

Compensation and Benefits Committee’s Report

The Compensation and Benefits Committee, comp$éuiependent directors, approves compensaticgctibgs and policies for all employees and
sets compensation for the Company’s executive@fficThe Committee seeks to ensure that rewarddaaely linked to Company, division, team and
individual performances. The Committee also seelksnsure that compensation and benefits are kmteds that enable Merck to attract and retain
highly qualified employees. The Committee viewsktownership as a vehicle to align the interestnoployees with those of the Company’s
stockholders. Consistent with the long-term focuserent in the Company’s R&D-based pharmaceutigsiness, it is the policy of the Committee to
make a high proportion of executive officer compeims dependent on long-term performance and oarernihg stockholder value.

Lawrence A. Bossid William G. Bowen

Chairpersor Johnnetta B. Col
William M. Daley
William N. Kelley
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Selected Financial Dat&
Merck & Co., Inc. and Subsidiaries
(% in millions except per share amounts)

Results for Year:
Sales
Materials and production cos
Marketing and administrative expen:
Research and development exper
Acquired researc
Equity income from affiliate
Gains on sales of busines:
Other (income) expense, r
Income from continuing operations before ta
Taxes on incom
Income from continuing operatiol
Income from discontinued operations, net of te
Net income
Basic earnings per common sh
Continuing operation
Discontinued operatior
Net income
Earnings per common share assuming dilu
Continuing operation
Discontinued operatior
Net income
Cash dividends declare
Cash dividends paid per common sk
Capital expenditure
Depreciatior

Year-End Position:

Working capital

Property, plant and equipment (n
Total asset

Long-term deb

Stockholder’ equity

Financial Ratios:
Income from continuing operations as a % of s
Net income as a % of average total as

Year-End Statistics:

Average common shares outstanding (millic

Average common shares outstanding assuming
dilution (millions)

Number of stockholders of reca

Number of employee

2003@ 2002 2001 2000 1999 1998 1997
$22,485.¢ $21,445.¢ $21,199.C $20,009.! $17,294.. $15,094.¢ $13,971.(
4,315.¢ 3,907.: 3,624.¢ 3,175.: 2,934.: 2,851.: 2,774.¢
6,394.¢ 5,652.: 5,700.¢ 5,725t 4,808.. 4,115.¢ 3,971.¢
3,178.: 2,677.: 2,456.¢ 2,343.¢ 2,068.¢ 1,821.: 1,683.7
101.¢ — — — — 1,039.f —
(474.5) (644.7) (685.9) (764.9) (762.0) (884.9) (727.9
— — — — —  (2,147)) (213.9)
(81.6€) 202.% 155.C 167.€ (124.3) 322.2 164 .4
9,051.¢ 9,651.° 9,948.: 9,362.: 8,370.. 7,976.¢ 6,318.t
2,462.( 2,856.¢ 2,894.¢ 2,766." 2,578.. 2,774." 1,749.¢
6,589.¢ 6,794.¢ 7,053.: 6,595.¢ 5,792.( 5,202.¢ 4,568.¢
241.% 354.% 228.¢ 226.1 98.t 45.¢ 45.F
6,830.¢ 7,149." 7,281.¢ 6,821." 5,890.t 5,248.: 4,614..
$ 2.9t $ 3.01 % 3.06 % 2.8€ $ 247 $ 21¢ ¢ 1.9C
A1 1€ .1C .1C .04 .02 .02
$ 3.0 $ 317 % 318 % 2.9¢ $ 251 $ 221 % 1.92
$ 2.9z $ 29¢ % 3.0 % 2.8C $ 241  $ 21z $ 1.8E
A1 1€ .1C .1C .04 .02 .02
$ 3.0z $ 3.14 % 314 % 2.9C $ 248 $ 215 $ 1.87
3,264." 3,204.: 3,156.! 2,905." 2,629.¢ 2,353.( 2,094.¢
$ 1.4% $ 141  $ 137  $ 1.21 $ 1.1C  $ 95 % .85
1,915.¢ 2,128.: 2,401.¢ 2,471.( 2,369.. 1,860.: 1,348.t
1,129.¢ 1,067.t 949.% 803.( 682.¢ 610.C 532.C
$ 1,957.¢ $ 2011 $ 1,417 $ 3,643.¢ $ 2,500.« $ 4,159 $ 2,644.
14,169.( 14,195.¢ 13,103.: 11,482.: 9,676.% 7,843.¢ 6,609.¢
40,5879 475561  44,021. 40,154 35933° 31,853  25,735.
5,096.( 4,879.( 4,798.¢ 3,600." 3,143.¢ 3,220.¢ 1,346.*
1557644 18200  16,050.  14,832.  13,241.( 12,801.¢ 12,594
29.2% 31.7% 33.2% 33.(% 33.5% 34.5% 32.1%
14.€% 15.5% 17.2% 17.%% 17.4% 18.2% 18.5%
2,236." 2,257t 2,288.: 2,306.¢ 2,349.( 2,378.¢ 2,409.(
2,253.: 2,277.( 2,322.: 2,353.: 2,404.¢ 2,441.; 2,469.t
233,00( 246,30( 256,20( 265,70( 280,50( 269,60( 263,90(
63,20(4 77,30( 78,10 69,30 62,30( 57,30( 53,80(
| | | | | | [ | [ | | | | |

(@ Certain prior year amounts have been restated fiecethe results of Medco Health as discontinupdrations.

2 Amounts for 2003 include the impact of the impleat@n of a new distribution program for U.S. wheaders and restructuring costs related to

position eliminations

) Amount does not add as a result of rounding.

) Decrease in 2003 primarily reflects the impacttaf spin-off of Medco Health.
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Exhibit 14

Dear Merck Colleagues,

Think, just for a moment, about the contributionattthis
Company has made to society over the past cenfaigk
of the lives that have been saved, lengthenedgaif&iantly
improved as a result of our efforts. Think of taenflies
who have enjoyed additional years with brotherstess,
parents and children because of our products anites.

When we reflect on the life-saving and life-enhagaiole
our Company plays all over the world, we feel aarerous
sense of pride — and a great sense of respongitailit
ensure that this organization is preserved for&utu
generations.

“We try never to forget that medicine is for theopke. It is not for
the profits. The profits follow, and if we have smbered that,
they have never failed to appear.”

— George W. Merc

These words were written many years ago in a vasfigrent world, yet the values they embody caméino guide our Company every day, around the
world. Technical advancements are superseded aricbtimgy strategies change and manufacturing presgsass into obsolescence. But our values and

standards endure.

Although we speak different languages and represanty cultures, we are united in our drive to kelibst and to deliver breakthrough medicines with
integrity and with honesty. These shared valuesvlua make us Merck. They are the basis of ouresscc

Perhaps more than anything else we do, furthenm@Company’s values and standards will have thatget effect on the future success of our
Company. The values that George Merck imparteddivand continue to guide our actions and decisifi future generations say the same of us?

This booklet has been designed to assist us inmgakeorge Merck’s vision a continuing reality. isclsses the standards that reflect our values and
guide us in our day-to-day decision-making. A giedl of effort on the part of Merck employees fraround the world has gone into its creation. | ask
that everyone read through the entire booklet aeti@ to these standards, and model these valwssewtr and wherever we conduct Merck busine
think you will find Our Values and Standards be an invaluable resource.

Sincerely,

Ray Gilmartin

Chairman, President and CEO
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INTRODUCT

Purpose

At Merck, our values and standards have alwaysédrthe basis of our success. They inspire trustanfidence on the part of the medical community,
government officials, regulatory agencies, finahmiarkets, our customers and patients— all of wliawenessential to our success. Even more important
these values inspire the trust and confidence otMemployees—creating a sense of pride and aadgse&ach of us to achieve great things at Merck.
Yes, we care a lot about the results we achievewBLcare just as much about how we achieve them.

The comment by George W. Merck in 1950 that “mewdids for the people” embodies our values and spirations. But sometimessthot always clei
what this means in our day-to-day activities ancisien-making as members of the Merck communityis iooklet aims to illustrate how our values are
applied through standards of conduct with eachuofkey stakeholders— customers, employees, shatetsolsuppliers and communities.

Applicability

This Code of Conduct and all relevant corporatécpes apply to everyone who conducts business balbef Merck — including employees, executive
officers (e.g., chief executive officer, chief fimgal officer, controller, etc.), members of theaBw of Directors, agents, consultants, contraairadr
others, when handling Merck matters. Should exoeptisituations warrant a waiver of the Compantésdards, any such waiver for executive officers
or members of the Board of Directors may be graotdy by the Board of Directors or a Board Comnaitt&ny such waiver must be promptly disclosed
to our shareholders.

Accountability

Each of us is responsible for adhering to the \@ahrel standards set forth in this Code and foingiguestions if we are uncertain as to whetherobr
the standards are being met. Violations of the Godg result in a variety of corrective actions, &mdome cases, may result in disciplinary actipria
and including termination of employment.

Availability

We believe that all of our stakeholders are emtitieknow about our business practices. D Values and Standardeoklet is available to the public
and can be accessed via our website at: www.Mearok.c

If you have questions or concerns, please reféraagesources listed on this website.
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INTRODUCT

Our Customers

Our business is preserving and improving humarelifé animal health. All of our actions must be mead by our success in achieving this goal. Above
all, we value our ability to serve patients who bamefit from the appropriate use of our produats services. We are dedicated to providing thedsgh
level of professional excellence and health dejiwsistems. We strive to identify the most critinakds of health care professionals and consunrets, a
we devote our resources to meeting those needs.

Our Suppliers

We believe in developing mutually beneficial redaships with our suppliers. We recognize that eyimportant partners in our success, and we treat
them with honesty, fairness and respect.

Our Communities and Society

Being a good corporate citizen means that we comvly all applicable laws, rules and regulationts) we serve our society, from the local
communities in which we operate plants to the mati@nd international levels, by supporting progsdhat advance knowledge and education and
improve health care. In addition to these priositi@e support programs to protect the environneinote art and cultural activities; and fosteiciv
institutions.

Our Fellow Employees

Our ability to succeed depends on the integritpviiedge, imagination, skill, diversity, flexibilitgnd teamwork of Merck employees. To this end, we
strive to create an environment of mutual respatpuragement and teamwork—a working environmeaitrdwards commitment and performance and
seeks to be responsive to the needs of employees.

We seek to provide a workplace atmosphere thatcasthighly talented people and helps them actliteie full potential. Each of us is responsible for
creating a climate of trust and respect, and fonqating a productive work environment. These resjinlities are embodied in our leadership princi

« Know and develop yourse
« Know and develop our busine
* Know, support and develop our peo

¢ Communicate
Our Shareholders

We recognize that our ability to meet our goalsaihe}s on maintaining financial performance that enages investment in leading-edge research and
development. This in turn enables us to delivezatife products and innovative services. We stiavegrovide honest, accurate and timely informatim



our shareholders about our performance, and to lake disclosures in all public reports and comitations.

m Corporate Policies—This symbol is used throughout the booklet to indicate relevant

corporate policy numbers. All corporate policies can be viewed on the intranet at
http:/humres.merck.com/polproc/main.htm.




Table of Contents

Y RESOURCES

No guidelines, no matter how detailed, can possblycipate all of the challenges we may face enjdh. That is why there are additional resource:
can use when we have questions about businessaondu

This booklet serves as a guide to our standardiiding frequently asked questions, and is nonidéel to be an exhaustive description of the
Company’s policies and standards. Throughout tbakket you will find shaded boxes that contain msges to real questions that Merck employees
have raised. Supplementary information on a nurobesues may be found by referring to the relewanporate policies, which you will find
referenced throughout these guidelines. Theseipslinay be accessed via the Intranet or you matacbthe Human Resources Department.

If your questions are not fully addressed by threseurces, your next step should be to discussoquestions with your manager. Other resources are
also available—including specialists in the Legr@hance, Corporate Audit, Human Resources Depatsntre Office of Ethics and the AdviceLine.
(For more information on contacting and using theseurces, please see the resources listed omabsite.) You can use any of these resources when
you need clarification of policies, assistanceéalthg with “gray areas,” or when you are conceralkdut possible violations of our standards, laws o
regulations.

Many of the topics dct seem to apply to me. Why should | be concerrigdthis booklet?

As a company-wide, global document, some sectiodg@pics may be more relevant to certain functmngdepartments than to others.
However, it may be helpful to be aware of how basiis conducted in different areas of the Company.

Decision Test

When seeking answers to
guestions about business
conduct, take advantage of
Company resources cited
in this book.

The Decision Test is a set of criteria you cantodeelp determine the appropriate course of acgmply ask yourself:

« Is the action legal
» Does it comply with the letter of our standards poticies?
» Does it comply with the spirit of our standards gaticies?

* How would it look in the newspaper? Would it appeabe improper or make you feel embarrass



If you are unsure about what to do, contact younagar and the resources listed on this websitguimance.

h Why do we need a values and standards booklet?aediways had a good reputation for integrity drwhest business practices.

Merck has always enjoyed a good reputation, and/alures and standards have long been a sourcéeffpr employees. Recognizing
that we operate in a dynamic and rapidly changumgjriess environment, we could easily lose our gaode if we do not continually
reinforce our values and standards with our em@sy&o ensure that integrity remains a continuingripy for Merck and that
employees understand the Company’s expectatiotise atiggestion of employees we decided to contip@léCompany’s basic
guidelines on business practices into one bootlase as a reference tool. New corporate governaitizgives, some of which mandate
that companies have a code of ethics, further esipbighe need for this booklet.

If you have questions or concerns, please reféhr@aesources listed on this website.
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RELATIONSHIPS

WITH OUR CUST

Product and Service Quality CP32

Quality means consistently satisfying our custofmeguirements and expectations by delivering potsiand services of the highest value in a timely
manner. Our customers include patients, healthparfessionals, health care organizations, govenimgencies, wholesalers and distributors.

Quality improvement in all areas of our businessmf product research in our laboratories to patisetof our products and services, is imperative in
providing innovative products and services thatrionp the quality of life. The achievement of ouasliy goals and objectives depends on our abidity t
listen to and respect customer needs in every bssiactivity.

h We are behind schedule and under a great dealefqure. May we modify a few manufacturing stegpéed up production?

While we strive to streamline manufacturing proess® make them as efficient as possible, we mwstya go through proper channels
to receive approval for new techniques. Some stepsbe required by government regulatory agen@#sers may be required to meet
our own quality standards. It is possible that eiiile steps seem unnecessary, they could seriteal cuality function. If you have
further questions—or to make suggestions as todpvocess might be improved—consult with your manag the head of Quality
Operations at your site before taking any action.

Honest Communication CP7

Lives depend not only on the quality of our produemid services, but also on the quality of thermfdion we provide to
the medical community and general public. Informafiurnished to our customers about our produatissanvices,
including availability and delivery, must be usefatcurate, supported by scientific evidence whelevant, and presente
honestly, fairly and by proper means. This meaasphomotional communications that include a desiom of uses or
dosage recommendations must also include (unlaéssvaise required by law or regulation) a summarglbside effects,
precautions, warnings and contraindications, a agetffectiveness for the described indicated.uses

We strive to provide high
guality products, services
and information.,

We do not communicate publicly with the intent edmoting products for use before the product is@ygd for such use. This does not, however,
restrict a full and proper exchange of scientifitormation concerning a product, including disseation of research findings in scientific and other
communications media.
I am a sales representative and | know t'm not supposed to encourage or promote any usemoproducts that is inconsistent with
product labeling. But, if a physician starts askipgestions about such use, may | refer him to stuand to other doctors who are a
prescribing such use

Generally speaking, Merck sales representatives nuiprovide directly to physicians informatioraths inconsistent with that
contained in the product label. You should advigeghysician that Merck does not recommend uskeoptoduct for purposes other
than those specified in the product label. Howelf¢he physician desires additional informationtbis topic, you can refer his request
to our Medical Services Department. This Departneatthorized, under certain limited circumstantegrovide such information
directly to physicians.
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Clinical Trials

Clinical trials determine the safety and efficaéyuaor products in people who volunteer to partitépia our studies. It is, therefore, crucial that w
conduct these trials with the utmost regard forttealth and safety of participants while furtherihg interests of science and society. Detaileudstals
and guidelines are available concerning clinigalgrand product protocols.

Post-Marketing Clinical Trials— Post-marketing clinical trials help us learn mab®ut the safety and efficacy of our products.yTpmvide important
information to practicing physicians, third-partgyers, and key decision-makers to foster appraptisé of Merck products. They also assist in gginin
wider awareness and acceptance of our producfeeriad populations and unique geographic locations.

A physician has advised me that a competitor iwiging him with a payment for each prescriptionvwrites for their products. Is
& acceptable for me to do so?

No. This is not an acceptable practice. Howevegtwhay be happening is that the doctor is partitigan a bona fide po-
marketing clinical study. In that case, it may per@priate to compensate the physician for histamdil workload while
participating in the study, but this is unrelatedtte prescriptions that the physician writes.

Gifts and Entertainment CP2 CP23
Giving Gifts

To Physician Customer&ecause we wish to safeguard the public’s confidénghysicians to make decisions solely on théshEpatient health, we

do not provide gifts or incentives of substantialue to our physician customers. As part of buidielationships with them, we may provide occadiona
gifts as long as such gifts primarily entail a bigrte patients and are not of substantial valugege gifts may include medical textbooks and atkers
that serve a genuine educational function. Addéiyn promotional items of nominal value are alswmissible (e.g., pens, notepads, calendars, etc.),
provided that they are related to a physician’stica. Your local/regional lawyer can provide yoithna more detailed definition of “nominal” value
relevant to your specific location.

| have been invited to the wedding of an importastomer. In my culture, it is expected that gueditdring cash gifts to the weddin
& What should | do?

In most cases, cash gifts are prohibited. You shoahsult with your manager if you believe an exicepto our Company policy is
warranted. Prior written approval of your area wisional vice president must be obtained.

The chief cardiologist at a major hospital has reqted a donation of equipment for the hospitalis nardiac-care unit. Would such a
donation be a violation of our business standards?

0O



It may be appropriate and desirable for the Compamgake a contribution to improve the quality @édl health care facilities.
However, this question must be considered withneégathe following:

* Would the donation conflict with local law:
* Who will be the ultimate beneficiary of the donattothe physician? the hospiti

« Is the hospital considering adding a Merck pradodts formulary? Would the donation affect orgrrceived to affect the decision-making
process’

Consult your manager to explore whether and how sugonation may be made in your region.




Table of Contents

To Other Customerdn addition to physicians, we also build relatioipshwith other important customers, including hiealire professionals,
wholesalers and distributors. With respect to tteestomers, only promotional items of nominal vedoe permissible (e.g., pens, notepads, calendars,
etc.).

We recognize that in certain cultures, there magirbeccasion when gift-giving of a more substamtalre is customary and expected. Decisions about
these situations must be carefully weighed, anar pyiitten approval must be obtained from your aredivisional vice president.

Receiving Gifts

(While the receipt of gifts may be more commoténcontext of supplier relationships, these guidediare included here for ease of reference and
convenience.\s part of building relationships, we may receiveasional gifts, provided that:

» The gift is of nominal value (e.qg., pens, notepadtendars, etc.
» Doing so is legal; an
* The gift is neither intended nor likely to be peveel by others to improperly influence our busindssisions

Occasionally, there may be times when refusingtangiuld be impractical or embarrassing. In thome rinstances where the gift is of substantialejalu
accept the gift on behalf of the Company, repax four manager, and turn the gift over to yowaléregional finance director, who will handle its
disposition.

Government Officials or Employees: Gifts, Meals, Etertainment or Other Benefits

Generally, providing gifts, meals, entertainmenmtother benefits to government officials or empleyés not acceptable, as the Company wishes td
even the appearance of impropriety. Additionabiyy$ concerning appropriate gifts and entertainmétht respect to these groups are complex and can
vary from country to country—and even within a courfe.g., local versus national officials). Themed, consult the Legal Department before providing
a gift or invitation of any kind to a government goyee.

A lon¢-time supplier has sent me flowers to commemorgteemyear anniversary with the Company. Shouktum the flowers to the
supplier?

)

Returning the flowers may not only be impractitait may also be embarrassing to the supplier. Yay accept the flowers or, return

them to the supplier if you feel uncomfortable afdeeeping them. If the supplier were to offer sgdts on a regular basis, politely
advise them of Merck’s gifts policy.
(——

Providing and Accepting Meals and Entertainment
As a means of building relationships, we may prewid accept occasional meals or social entertaihrpesvided that it is:

« In the course of a bona fide business relation:
* An accompaniment to an educational or businessisiésan/function
e Legal;

» Consistent with industry practice



» Not likely to be perceived as an attempt to impripimfluence business decisions; &

* Not embarrassing to the Company if it were to nee@iublic scrutiny

It is customary in my country to take customera testaurant and to discuss business over drirkghis acceptable under the polic

This is acceptable practice if you ensure thaetitertainment is reasonable and in good tastesaoihérwise appropriate in your
country.
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H A potential supplier has invited me to attend afessional sporting event with him. May | attel

If the sporting event is appropriate and not exgessnd the supplier will be attending with yowlahus, available to discuss business,
then it may be acceptable to attend. It is impdrtaowever, that accepting an invitation is neitilended nor likely to be perceived as
an attempt to improperly influence a business datis

As an example,

« occasional unsolicited tickets to regrseason sporting events would be accept:
« playoffs, quarterfinals and semifinals require mgeeutiny; anc

« tickets to finals or championship events (e.g.Whwrld Cup, Olympics and Wimbledon) would be considieexcessive

Your local/regional lawyer can provide you with ama detailed explanation of “inappropriate” or “essive” that is relevant to your specific location.

Invitations to Conferences/Symposi: CP31 CP20

We are committed to conducting and participatingdncational programs that share medical and #faeinformation. We recognize the importance of
ensuring that these activities are undertaken iapgmopriate and professional manner, with thenate goal of improving patient care. However, our
standards do not necessarily take into accoutacdl legal requirements. Where more restrictivaaldaws exist, those take precedence.

The primary focus for scientific/educational megimmust be an agenda appropriate for participa@hts scientific agenda should dominate over social
activities. The location should be selected onbthss of participant travel convenience, cost gpt@priateness for the type of meeting and audience

We do not fund travel for spouses or companioretteindees. Exceptions to this policy require therprritten approval of the area or divisional vice
president.

We are funding the travel expenses of an impodgirtion leader who is speaking at a Merck-sponsa@uference. She would like to
” bring her spouse, at her own expense. Is this prdH

A spouse or companion may travel to a conferenceiged that it is not at the Company’s expenses Tiéans that any travel, lodging,
meals and costs associated with the spouse’s mesea not borne by the Company. However, spousesnopanions are not permitted
to attend sessions or meetings where official lessins discussed, unless invited to do so by theseps of the conference.

Can we honor a physician’s request to issue twmenty-class tickets in place of one business-cleksttto attend a conference?

No, this may not be done. An invitation is extentiethe physician, and the Company will only cogrpenses directly associated w

a the invitee’s attendance.

Can we pay for a physician involved in the apprqualcess for new drugs to attend a meeting? Wedwdtimately be paying the
regulatory agency that approves our drugs.



)

The laws and regulations governing such activaiescomplex and will vary depending on a varietyagtors, including:

* |s the physician a government employ
« Is the physician a decisi-maker in the regulatory approval proce

* |Is a Merck product registration pendir

Due to such complexity, the Legal Department mestdnsulted in advance. Generally, the answer woeildo, but if the individual’s attendance is for
the greater public good, there may be situatioasdhn be permitted if the expenses can be haimlia appropriate and legal manner.
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Fair Competition CP3

We believe that customers and society as a whaleftbérom fair, free and open markets. Therefove,compete on the merits of our products and
services and do not make agreements with competibdifix” prices or to restrain trade. Our prinlgp of fair competition require that:

« We do not share or exchange price or bid infolmnawith competitors. This includes pricing polisjeliscounts, promotions, royalties,
warranties and terms and conditions of sale. Bragmetitor volunteers such information, whether tnagle association meeting or in a
physician’s waiting room, we should terminate tbewersation immediately and bring the situatioth® attention of the Legal Department.
While the exchange may be intended innocentl\isd aould create the appearance of |-fixing or bid-rigging.

* We compete aggressively in every market for eceistomer. We make no agreements—or general uaddisgs—with competitors
concerning customers, distributors or territor

* We do not demand that suppliers do business with aeder to retain their Merck busine

« We do not mischaracterize or distort the producitseovices of a competitc

Our standards of fair competition are also a maitdaw in virtually every country in which we ote, and there are additional legal requirements wi
which we must comply. Every manager must ensuregiimgloyees involved in marketing, sales and pugicigpare aware of the letter and spirit of our
standards and the applicable competition laws.

H | am attending a trade association meeting and re¢veembers are discussing pricing strategy. Whatutd | do?

If issues such as pricing strategy are discusseshgroompetitors, there is the possibility that @+iixing or collusion could occur or be
perceived to have occurred. Many countries prolftfilgitdiscussion of pricing among competitors fag teason. If you find yourself in
this situation, you must excuse yourself from treeting immediately. Promptly advise the Legal D&pent of what you have
observed.

Gathering Competitive Information

We compete fairly and honestly. We do not gathatketanformation through misrepresentation, thief¢asion of privacy or coercion. Additional rules
regarding information-gathering may apply to goweenmt bids. Please contact your manager or the L2gartment for more information.

H We have just hired an employee from a competitow IFhuch information is he allowed to volunteer atfua former employer?

We must not allow the employee to volunteer, naudth we ask for, any nonpublic information abowg firmer employer. Ask yourself
if you would be comfortable if a former Merck empé® shared such information with a competitor. Aiddally, there are legal
implications relating to the disclosure of confitlehinformation of other companies. For furthearification, consult your manager or

the Legal Department.

If you have questions or concerns, please reféraoesources listed on this webs
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RELATIONSHI

L

FELLOW EMPL

Our Work Environment cP8

We seek to provide a work environment that wiltadt and retain highly talented people and helmthehieve their full potential. Each of us is
responsible for creating a climate of trust anghees, and for promoting a productive work enviromt&hese responsibilities are described in our
leadership principles (see page 23), which sentheafoundation for all our human resources padicfgactices and processes. The leadership prscipl
spell out specific behaviors that are expectedsof u

Additionally, we respect the privacy and dignityafr fellow employees and safeguard the confidétytiaf employee records.

We encourage open communication by being recepiitiee ideas and concerns of others, and we ofigreceive feedback constructively.

Fair Treatment CP16

To meet our long-term growth and efficiency requiemts, we must build an organization that respguitskly to change and one in which all people
can achieve their full potential. Differences irckgrounds, experiences, perspectives and taleats famdamental strength of our global Company.

We treat each individual fairly, and recruit, s¢lé@in and pay based on merit, experience aner otiork-related criteria. For further information,
contact your Human Resources representative dCéingorate Human Resources Diversity Department.

Is it acceptable to stipulate gender and age foopen position’

What is the business justification for advertispugitions based on gender or age? Treating peajplg by hiring based solely on job-
related criteria is not only the right thing to dits smart business.

Health and Safety CP13

We conduct our operations with the highest regardHe safety and health of employees and the gtioteof the general public.
Each of us is responsible for complying with safetigs and regulations and for taking the necegsayautions to protect
ourselves and our colleagues. We must report elflants and take action to correct unsafe practicesnditions, with a goal of
continuously improving our performance. Centralé®afind Industrial Hygiene can answer specific tjoes about Merck safety
standards.

E&ch of Ut s reapansida

foe martaining & safe
yearkpbsos

Is it really necessary to report a minor accidehtfor’t want to jeopardize our plant’s safety record.

To maintain safety performance excellence andrigestor an accident-free environment, you musbréepll accidents, no matter how
minor, and work to eliminate unsafe practices asmfidions. Reporting even minor accidents is imgotras it helps us to identify
hazards and take corrective action before serigusiés can occur.

If I uncover a serious, unsafe condition, can It-down operations?



In circumstances where you believe that an immidanger condition exists and a delay would jeogardafety, you are authorized to
shut-down operations. A shut-down of operationslwman extremely disruptive response to a safetiylem; however, sometimes it
may be required in order to protect people or #udify from a serious hazard. Merck expects empésywho discover unsafe conditions

to report them to their supervisor so that the @@ can be remedied in the most effective manner

11
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Drug and Alcohol Abuse— Use of illegal drugs and alcohol abuse createsghealth and safety risks in the workplace. pbgsession, sale or use of
illegal drugs on Company time or property, or atrfpany-sponsored events, is prohibited. Similarhypairment from alcohol when conducting Merck
business or at Company-sponsored events is albibjied.

It is important that cases of drug and alcohol alhesbrought to management’s attention immediakeldy information on resources at your location to
deal with substance abuse, please see the resdistedon this website.

Workplace Harassment CP16

We strive to maintain an environment free of haresst, where all employees are respected. Workplaresssment is defined as any action that creates
an intimidating, hostile or offensive work enviroam. Examples include, but are not limited to, disging comments based on race, gender, religion ol
nationality.

Sexual Harassment— Sexual harassment is a form of workplace harassofea sexual nature that affects the dignity ehnand women at work.
Sexual harassment includes, but is not limitedlémanding sexual considerations in exchange fobgutefits, threatening or taking adverse
employment actions if sexual favors are not grantedinwelcome physical contact.

If you feel you have been harassed, inform thenofée that the action is unwelcome. If you are mohfortable with a direct approach or if it fails to
correct the problem, discuss the matter with yogesvisor or with Human Resources, or refer toréssurces listed on this website.

h Is it permissible to date a subordinate if it is@sensual relationshif

No. It is unacceptable to have a romantic relatigms/ith someone with whom you have a direct oiriext reporting relationship. Sut
relationships inevitably damage morale and dispuptiuctivity in the workplace. There is an inhereonflict of interest in managing
someone with whom you have a romantic relationdbien if you are acting impartially, your relatitiiys more than likely will be

perceived negatively. Therefore, you must immedjiatesclose the relationship to your manager anthilin Resources.

Is dating a colleague acceptabl

Yes, provided that there is no direct or indiregiorting relationship.

It is common in my country to make jokes about@emationalities. Is it acceptable to have sonsiig in the office’




12

Humor is an important element of life, both insad@ outside of the office. However, it is not adebfe to make fun at the expense of
others based on national, ethnic or other diffeesnbecause it can be offensive. Such behavion, ifvet so intended, contributes to an
environment of intolerance. If you are not sura jbke or comment is appropriate, refrain from camioating it.

If you have questions or concerns, please reféraagesources listed on this website.
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€ RELATIONSHIPS

&% WITH SHAREHOL

Conflicts of Interest CP2

We have a responsibility to our shareholders toerddcisions strictly on the basis of Merck’s bastriests, without regard to personal concerns. A
potential conflict of interest arises when we beeanvolved, directly or indirectly, in outside adties that could impair, or be perceived to impair
business judgment.

Examples of actual or potential conflicts of inttrimclude:

» Having a personal financial interest in a custordistributor, competitor or supplie
» Having a close family member (e.g., spouse, childing, parent or i-law) work for a customer, distributor, competitorsoipplier;
» Receiving any form of compensation from a custordistributor, competitor or supplie

» Having a personal interest or potential for gaimiry Company transactior

The key to addressing conflicts of interest is €lidiclosure. Often, just disclosing the potent@dftict to the Company is the only action requiréd.ou
believe you may have a potential conflict of infgreyou must discuss the situation with your mana@ertain employees, including directors, officers
executives and other designated employees, masrihual conflict of interest certifications deburg any actual or potential conflicts of interest.
Company loans to employees particularly sensithaare subject to specific scrutiny. Company |ladansxecutive officers or members of the Board of
Directors are prohibited unless they were alreadgxistence on July 30, 2002.

My husband works for a competitor. Do | need torimf the Company

This is a potential conflict of interest and mustdisclosed to your manager. Once the potentidlicbis disclosed, the Company can
take steps to properly address the situation,dgéssary. For example, if he is working on a prodat competes with the product that
you work on at Merck, the Company may elect togarsgbu to another product.

masking decisions based
solaly on Marck’s Bast
inlerests, withaul mopard
1 parsonal Geicerns,

My fiancé works for one of our distributors. Sifeeis not a family member and is not associateld Migrck business, must | disclc

“ this to my manager?

Close relationships such as a fiancé could alsmhsidered a potential conflict of interest. Toedgtine if this may be true in your case,
discuss the matter with your manager.




I own a few shares of stock in British Telecomc&IBT provides phone services to Merck, must Irtepis as a conflict of interest

An investment representing less than 1 percentitst@nding shares of a publicly owned Company, siscBritish Telecom, and where
such investment constitutes less than 10 percehieofalue of your investments, would not be coergd a potential conflict of interest

under our policy.
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Use of Corporate Asset: CP2

Our shareholders have a right to expect that thag2my’s assets are properly maintained and usad economical and efficient manner. As a general
rule, we should not use Company equipment or ressuiexcluding communications tools — see belaw)pérsonal use. However, there may be times
when personal use of corporate resources is addepthyou have questions about such situatiorsguss them with your manager.

With the support of the Company, | am working omdwanced chemistry degree. May | use Company ébor equipment over the
@ weekend to further my studies?

Due to health, safety and other risks, personabti€ompany laboratory equipment is not permittégou believe extraordinary
circumstances warrant an exception, discuss thatgin with your manager.

Personal Use of Communication Tools

The Company encourages us to make efficient amttdfe use of communications tools such as e-thaljintranet and internet, voicemail, telephones,
photocopiers and fax machines to accomplish busiobctives. These tools also allow us to effitjeaccomplish personal activities and such use is

generally permitted provided there is no adverfecebn productivity or the work environment. Usaggo must conform to all other existing standards
and policies regarding communication tools. Genguédelines for the various communication tooldude:

» Telephones: Use common sense and good judgmemt uding Company telephones for personal busiBegsick call home is acceptable —
lengthy overseas calls are not accepte

» Faxes and Photocopiers: Personal use is accegtaidided it is infrequent and insubstantial. Boopying your tax return is acceptable — copying
200 announcements for your sports club is not dabém

* Internet and E-mail: Our personal use shouldmtetfere with work productivity and not exceedaminal cost to the Company. Again, use common
sense and good judgment. Internet shopping duidng anch hour is acceptat— spending the afternoc“surfing the we” is not acceptable

Your particular division or location may have adegbmore restrictive guidelines concerning persasealof communication tools. In such cases, the
more restrictive standard applies. In all casessgr®al use of communication tools is subject todiseretion of your manager.

I am in the process of buying a house and must @iatedy fax a thre-page document to my agent. May | use the Companyrfanust |
@ leave the office and find a public fax?

Use good judgment and, in this case, use the CoyrfpanPersonal use of a Company fax machine is@table provided such usage is
insubstantial and infrequent. If you have questi@insut such situations, discuss them with your mana




H I am going on holiday to Thailand with my family.if acceptable to use the Internet to check thallweather?

Yes. Employees may use the Internet and E-maik8ysfor personal activities that do not interferéhyeroductivity or the work
environment. Please note that the following areeseramples of inappropriate use of the Internetinaiil Systems and are strictly

forbidden at all times:
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» Downloading and transmitting pornographic, sexitjally or ethnically insensitive materii

» Posting your opinions or views with regard to @@mpany or the Company’s business in Internet gesups, chat rooms, bulletin boards,
etc., unless you are specifically authorized byGobenpany to do sc

» Conducting private business activity on the InteoreE-mail Systems

For more information, contact the Corporate CompResources Department.

Protection of Company CP26
Information CP34

Information is an important Company asset that rbagtrotected. The loss of confidential informatiam be extremely damaging to our competitive
position. Examples of confidential information indk, but are not limited to, pricing, formulationssearch results, manufacturing methods, financial
data and marketing and sales strategies and plans.

We do not disclose any confidential Company infdiarawithout a valid business purpose and prop#hiaization by management. Each of us is
responsible for protecting the confidentiality afr@pany information.

General guidelines for protecting confidential Camy information include:
* Not discussing sensitive Company business in pu
« Using password protection on computer fil
» Securing sensitive information in locked files aatinets
¢ Securing sensitive information on laptop computenge traveling;

 Exercising caution when using speakerphones amaamephones

Even after we leave the employment of Merck, wecdl@ated to maintain the confidentiality of Mericformation and return all documents and files
(including electronically—stored information).

h I overheard Merck employees discussing Companyession an airplane. What, if anything, should?

If you believe the information that is being dissed is sensitive or confidential, advise the paitimt they can be overheard. Every
Merck employee has a responsibility to ensure ¢bafidential and proprietary information is nota@sed in public.

| was using my home computer and came across arabat where sensitive Merck information was beiivglded. What should | dc

Such disclosure of confidential Company informaii®strictly forbidden, as it seriously harms thengpany in trying to achieve its
business objectives. Discuss your observation ydtir Manager. You may also call the AdviceLine oniact the Office of Ethics,
advising them of your observations.

If you have questions or concerns, please refér@aesources listed on this website.
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Accuracy of Books/Records CP20

We make decisions based on information recordedexrty level of the Company. Incomplete or inacaimaformation may lead to poor decisions and
negative consequences, for example:

« Improper recording of revenues and expenses leaasstepresentation of the Comp’s financial position, and is illege

* Incomplete or inaccurate manufacturing documentsdcj@opardize the supply of a product and viotagulations
Accuracy of Public Disclosures

We must make certain that all disclosures madéeyCompany in all periodic reports and documetes fivith governmental agencies, and other public
communications made by the Company, are full, &icurate, timely, and understandable. This oltigatpplies to all employees, including all
financial executives, with any responsibility fbetpreparation of such reports, including draftimeyjewing, and signing or certifying the infornaati
contained therein. This requires operating in arirenment of open communication, while not comprsimg proprietary and confidentiality concerns.

If you have concerns about any aspect of our fiigduésclosures, you should discuss these conagithsyour manager, the Finance organization, the
Legal Department, the Office of Ethics or the Aclime. Any employee who is contacted by anotherleyge who is raising questions or concerns
about questionable accounting or auditing matterstimmediately report those concerns to the OfficEthics.

We must record all information honestly and acalyafThis includes, but is not limited to, expensesenues, research test results, production and
quality data and any other corporate informatiolh fiAancial transactions and payments must be@izbd and recorded. Strict compliance with
corporate accounting methods is required, as ip@@dion with internal and external auditors. Conyeur divisional controller or corporate audibgp
client director with any questions concerning theper recording of financial transactions.

h It is December and there is money left in our attualget. Is it acceptable to [-pay for next year’s activities using this yeabudget’

No. Activities and payments must be matched tostiree period. If an event occurs this year then payrshould be recorded as tak
place this year. If an activity is set for next ydgen the payment must be charged to the nextsypadget and accounts.
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h A sales order came in and will be confirmed twosdafger the books are closed. Is it acceptablettuide unconfirmed sales in
” earlier period?

No. The sale has not officially taken place untisiconfirmed and the goods have been shippéslalimisrepresentation to inclu
unconfirmed sales in an earlier period.

Can | delay processing sales orders until the pexiod to help us attain our income targets in thatiod?

No. Sales orders received must be processed imdewe with standard operating procedures forrdmesaction. It is inappropriate
manipulate sales orders for processing during &x¢ financial period.

Insider Trading CP30

Merck strives to preserve fair and open marketstferbuying and selling of the Company’s securiti¥® may not buy or sell Merck securities, on the
basis of nonpublic, material information. Matelfahside”) information is any information that aasonable investor would consider important in
making investment decisions. Examples may incluteatedge about acquisitions, divestitures, new petglor processes, and financial information
such as corporate earnings. These same restrietiplg to non-public material information abouteticompanies that we learn through our capacity as
Merck employees.

We are also prohibited from disclosing non-publiatemial information to others — both inside andsie Merck — without a legitimate business
reason and proper management authorization.

If we have inside information, we must refrain fromading in the affected securities until the begig of the second full trading day after public
disclosure of the information. If you are in doastto whether the purchase or sale of securitieddwaolate our insider trading standards, pleasgsal
with the Legal Department.

If you have questions or concerns, please reféraagesources listed on this website.
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RELATIONSHIPS

% WITH SUPPLIERS

Selection of Suppliers CP23

We select goods and services that best contributestlongterm well being of Merck. We choose our supplieasdd on price, quality, delivery, servi
diversity and reputation. Other factors, includeryironmental and business practices, also magkentinto consideration. Merck condemns the use of
forced labor and exploitative child labor and expéts suppliers to respect this principle as well.

| suspect that one of our suppliers is using clalwbr. What should | do

Discuss your observation with your manager. You alag contact the AdviceLine or, if you prefer, yoay send a note to the Office
Ethics, advising them of your observations.

Treatment of Suppliers

We treat our suppliers and subcontractors wittnésis and integrity. We respect the terms and dondibf agreements with suppliers and we honor our
commitments. We strive to pay on time and are chtefprotect the confidential and proprietary imfation of our suppliers.

To ensure that all suppliers are given an oppadstinicompete for our business, we obtain competitids where it is feasible to do so.

We choose our suppliers
based on price, quality,
delivery, service and
reputation, taking Merck's
best interests into
consideration..

Is it acceptable to copy Company software to myehoomputer if it would only be used for Companyirmss?

Generally, this is not acceptable. We must resiieecterms of software-licensing agreements, whiely fimit the number of machines
on which the software may be installed. To deteenitnether it would be acceptable for your particststware, consult the Corporate
Computer Resources Department.
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RELATIONSHIP

% COMMUNITIES

Corporate Responsibility CP6

Merck believes that an essential component ofdtparate responsibility is to provide support tatable or philanthropic organizations that benefi
society, from the local plant community to the m&ional level. Merck makes cash contributionshiditectly and through The Merck Company
Foundation, and donates products and other in-$émdices to qualified organizations and prograras délddress the needs of society and support
Merck’s overall business mission to enhance health.

The philanthropic outreach of Merck is guided by tstrategic priorities worldwide: to advance sdfknowledge and education, and to improve
health care. Merck supports initiatives to addeedscted health care issues with funding, and @sndECTIZAN® to treat river blindness and other
Merck medicines to address health care needs ielgiging countries. In addition to these prioritizs)ding is also provided to support programs to
protect our environment, promote art and cultuctivies, and foster civic institutions. When appriate, Merck provides assistance in response to
major disasters and medical emergencies.

For more information, contact the Corporate Offi€&€ontributions at Whitehouse Station.
The Merck Company Foundation

The Merck Company Foundation is a U.S.-based, f@j\charitable foundation. Established in 1957 tBrdk, the Foundation is funded entirely by the
Company and is Merck’s chief source of funding sarpfo qualified non-profit, charitable organizatso The mission of the Foundation is to advance
biomedical science training and education and farave health care worldwide as well as support g in the arts, civics and the environment. <
its inception, more than U.S. $340 million haverbeentributed by the Foundation to educationalltheand social services, civic, cultural,
environmental and other charitable organizations.

Public Communications CP4

All communications with the news media are potélytimportant and reflect upon the Company’s imagel business.
It is vital that communications from the Compang aonsistent and that all regulatory and legalgattions be fulfilled.

-

Questions from the media
that go beyond information
presented at meetings
should be referred to
Public Affairs..

All communications must be accurate, responsibtkeiarkeeping with Merck’s medical and legal polgi®dedia or public requests for information
should be referred to and coordinated with Pubffaiés.
I will make a presentation at a conference whemesprcoverage is likely. How should | respon¢m approached by the media
. following my presentation

Journalists often approach scientists and exeautite> make presentations at professional forumsn\ess coverage is likely to
result, Public Affairs should be advised in advaand questions and answers should be preparegoBighould feel free to clarify for
the reporter anything that was formally presenteti@meeting. Questions that go beyond what wamdlly presented should be
referred to Public Affairs. Copies of slides shontit be given out without prior clearance from liherck Research Laboratories and
Public Affairs because this could jeopardize thergtfic publication process.




If you have questions or concerns, please reféraagesources listed on this website.
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Environmental Stewardship CP14

Our responsibility to protect the environment isosg our highest priorities. We comply with the éetand spirit of all environmental laws and
regulations and respect the environment in eveayty where we operate. We provide consumers wiirination to help them handle our products in
an environmentally responsible way. Central Sadety the Environment can answer specific questibonstaMerck’s environmental standards. Check
the Safety and Environment web site at mmd.merckiS&E/ for the availability of our new manual ofvronmental standards.

The laws in my country do not prohibit dumping wast-site. Can | dispose of Merck waste in thisvay

No. The disposal method must be in accordance Matck’s own environmental standards, and specific prestiary, depending on t
type of waste. Merck has developed “best practigebal environmental standards for all of its fiigk. In some cases, these standards
require actions that exceed what laws in indiviczi@intries would allow.

I am a site services manager and have responsilbditbuying replacements for everything from lightbs to equipment. Does Me's
goal of continuous improvement mean that | shobidhgs select the most environment-beneficial option?

Not necessarily. Sometimes the cost of the most@mwentall\-beneficial option is disproportionate to the béntefbe obtained.
Generally, however, where the cost differentialeetn options is not significant and a real envirental benefit will result, the more
environmentally beneficial option should be seldcte

Our Environmental Commitments

1. Provide inherent protection in the way we desigth aperate our facilities and processes, so asdorerthe trust of our communitie
2. Promote resource conservation, waste minimizatimhthe minimization of the release of chemicals the environmen
3. Provide employees, customers, suppliers, publicaxiites and communities with appropriate inforraatfor informed decisic-making; anc

4. Continuously improve
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Improper Payments CP2C

To promote good government and fair, impartial adstiation of laws, we may not promise, offer ork@g@ayment in money or anything of value to
government official or political party with the @rit to induce favorable business treatment or fraperly affect government decisions.

Our standards do not necessarily take into acaalultcal legal requirements. Where more restrietocal laws exist, those take precedence. In géner
we do not consider ordinary and reasonable busersstainment or gifts of insubstantial value e customary and legal in the local market to be
improper. Seek the advice of the Legal Departnfehere is any uncertainty about the proprietyegallity of an action. For additional informatioefer
to the Gifts and Entertainment policy on page 7.

| was told | have to pay “gratuity” to a minor official to clear our produa through customs. What should | do?

)

The Company does not provide gratuities to offecial ensure execution of official duties. Seekatieice of your manager or the

q Legal Department.
(——

Use and Selection of Agents We will engage only reputable, qualified indivédsi or firms as consultants, agents, represensativdistributors under
compensation arrangements that are reasonabliafioneto the services performed.

Integrity of performance is a Merck standard fopéogees and agents alike wherever we do businadsgaorance of that standard is never an
acceptable excuse for improper behavior, norasdeptable for improper behavior to be rationaliagdbeing in the Company’s best interest. No act of
impropriety advances the interests of the Company.

How does the Company ensure that its agents cowifiiyMerck's standards?

)

It is the responsibility of the employee making theommendation to conduct research to ensureitbatgent is reputable. At a

minimum, this should include research on otherigsudnd multinational companies with whom the adstworked in the past.
This information should be reflected in the apptowamorandum submitted to management.

Compliance With Laws, Rules And Regulation: CP21

Being a good corporate citizen means that we comvjily all applicable laws, rules and regulationsaridgers are responsible for communicating
relevant rules and regulations to their employEes further assistance, contact the Legal Departmen

Boycotts— As a U.S.-based Company, all Merck operatiorduding foreign subsidiaries, must comply with U&wvs pertaining to foreign boycotts.
These laws primarily refer to the Arab boycott sffalel. However, from time to time, other boycosuiss may arise. A variety of activities are prdieithi
under anti-boycott laws, including:

. Furnishing information about Merck’s or amgrgon’s past, present or prospective relationslitip boycotted countries or blacklisted
companies

. Paying, honoring or confirming letters of credintaining boycott provision:



responsible
practices gl

supparting

If you have questions or concerns, please reféraagesources listed on this website.
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The law also requires that certain requests focbtiynformation be reported to the U.S. GovernmBetause anti-boycott legislation is complex, all
such requests should be directed immediately th. ¢igal Department.

Import/Export Regulations —We may not export or sell drugs without properrapgls by the Merck Research Laboratories and thec@l and
Regulatory Development Review Committee. In additibie drugs must first meet the legal requiremefitie producing country and the countries to
which the drugs would be exported. Further, we mayimport from or export to countries against whibere is a U.S. embargo (e.g., Sudan, Iran,
Libya or Cuba). We may not import from or exportgrtain individuals or organizations contact withich is prohibited by U.S. government agencies.

)

How can we justify not sending medicine to peapleeied who live in places that are out of politifzalor with the United States

In return for the right to operate in the Unitedt8s, we are obligated to comply with all applieabhited States laws that apply to
our operations-whether or not we agree with such laws. Pleasethatesome U.S. laws, such as those pertaininggdorecontrols
do apply to Merck operations outside of the U.S.

In the country where | operate, it is illegal tonoply with the U.S. trade embargo regulations wihtain countries. How do
handle this situation?

Transnational compliance with embargo regulatisns ¢omplex issue that varies from country to ayumll such concerns must
be directed to the Legal Department.

Political Activities — Good corporate citizenship requires that we dainéairly or illegally influence the political poess in the communities in which
we operate. Due to the complexity and diversitiaofs and regulations governing corporate politazlvities, political contributions and other reldt
activities may only be undertaken with the priopegval of the Chief Executive Officer.

As private citizens, we may participate in the ficdil process, including contributing to candidateparties of our choice. However, we may not use
Company time, property or resources for our perspoilitical activities.
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APPENDIX
MERCK LEADERSHIP

Compensation & Benefits Employee Development

Business Performance
and Employee Satisfaction

Individual Productive Work
Competencies Environment

Performance Management Career Development

Know Know Know,
and and Support
Develop Develop and Communicate
Yourself Our Develop
Business Our People

"We try never to forget that medidne Is for the people. It Is not for the profits.
The profits follow, and If we have remambered that, they have never falled to
appear... How can we bring the best of medidne to each and every person?
We cannot rest till the way has been found, with our help, to bring our finest
achlevement to everyone ”. - George W. Merck
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Confidentiality
The-Company will nottolerate-retaliation against.any employee who
raisés  a business practiees-issue. This protection extends to anyone
giving-information in relation to an investigation. However, Merck
reserves fhe rightite. discipline anyone who knowingly: makes:a false
accusation,. provides: false information to the Company or-has acted

impraperly.

When you contact the Merck Office of Ethics to raise afrissie; you may

rémain anonymous, although you are encouraged-tc:identify: yourself;

Should you choose to identify yourself, your identity will he kept
tonfidential to the extent feasible or permissible under:the’law. .To
assist the Office-0f-Ethiés-in maintaining confidentiality, however, it is
imperative that.youpraetice discretion and refrain from discussing your

Office of Ethits.cansultation with colleagues or co-workers.
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Accidents,see safet
Alcohol, 12
Books or records, 1
Boycotts, 21
Clinical Trials and Protocols,
Competitors
Competitive information, 1
Fair competition, 1(
Computers and Software, 15,
Confidential information, 14, 15, 1
Confidentiality commitment to employees,
Conflict of interest, 1:
Corporate assets, use of, 14,
Dating cc-workers, 12
Discrimination,see Fair Treatmer
Drugs, illegal, 12
E-mail, see Interne
Employment
Equal, 11
Of relatives, 1:
Entertainment, accepting a
offering of, see Gifts
Environment, 1¢
Work, 11, 1¢
Fair Treatment, 1
Fraternization, 1:
Gifts
Conferences/symposia,
Giving and receiving of, 7, 8,
Meals and entertainment,
Tickets, 9
Harassment, 1
Insider Trading, 1t
Internet, 14
Invitationssee Gifts
Kickbacks, 8, 9, 2!
Media, 6, 1€
Office equipment, personal use of,
Political Activities, 21
Quality, product and service,
Regulations, Import/Export, z
Relationship:
Communities and society, 4,
Family and personal, 12,:
Fellow Employees, 4, 11,1
With shareholders, 4, 1
With suppliers, 1¢
Romantic relationships, 12,
Safety, 11
Sexual harassment, .
Shareholders, 1
Socializing with c-workers,see Fraternizatiol
Stock, other companies, .
Suppliers see relationships with supplie
Tickets,see Gifts
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The following is a list of subsidiaries of tB®@mpany, doing business under the name stated.

Name

MERCK & CO., INC. SUBSIDIARIES
as of 12/31/03

Exhibit 21

Country or State
of Incorporation

Abello Farmacia, S.L.2

Algonquin SarL

AMRAD Pharmaceuticals Pty. Lt
Aventis Pasteur MSD A/

Aventis Pasteur MSD Gestion S.A.
Aventis Pasteur MSD Gmb

Aventis Pasteur MSD Gmb

Aventis Pasteur MSD Ltc

Aventis Pasteur MSD Ltc

Aventis Pasteur MSD N.V./S./
Aventis Pasteur MSD S./

Aventis Pasteur MSD S.p.s

Aventis Pasteur MSD SNE

Banyu Pharmaceutical Company, L
Banyt-A.S.C. Co., Ltd

Blue Jay Investments C.

BRC Ltd

British United Turkeys Limitet

Centra Medicamenta OTC SpA
Charles E. Frosst (New Zealand) |
Charles E. Frosst (U.K.) Limite
Chibret A/S

Chibret Pharmazeutische Gml
Chippewa Holdings LL(

Cloverleaf International Holdings S.,
CM Delaware LLC

Comsort, Inc

Coordinated Patient Care Scandinavia
Crosswinds B.V

Dieckmann Arzneimittel Gmbl
European Insurance Risk Excess Limi
Farmaco-Companhia Farmaceutica, L
Farmasi-Produtos Farmaceuticos, L
Financiere MSD S.A.!
Fontelabc-Produtos Farmaceuticos, L¢
Fregenal Holdings S./

Frosst Iberica, S.A2

Frosst Laboratories, In

Frosst Portugues- Produtos Farmaceuticos, L¢

Hangzhou MSD Pharmaceutical Company Limited

Spain
Luxembourg
Australia
Denmark
France

Austria
Germany
Great Britain
Ireland
Belgium
Spain

Italy

France
Japar

Japar
Netherland:
Bermuda
Great Britain
Italy

New Zealanc
Great Britain
Denmark
Germany
Delaware
Luxembourg
Delaware
Delaware
Norway
Netherland:
Germany
Ireland
Portugal
Portugal
France
Portugal
Paname
Spain
Delaware
Portugal
China




Name

Country or State
of Incorporation

Hawk and Falcon L.L.C

Hubbard ISA LLC

Hubbard ISA SAS

Infodoc AS?!

Infodoc International AS

International Indemnity Ltc

Istituto Di Richerche Di Biologia Molecolare S.p.

Istituto Gentili S.p.A./Inc

Johnson & Johnson - Merck Consumer Pharmaceutizaispany!

Johnson & JohnsonsMSD Consumer Pharmaceuticalgédrhi
KBI Inc.

KBI Sub Inc.

KBI-E Inc.

KBI-P Inc.

Kiinteisto Oy Viistotie 11

Laboratoires Martin-Johnson & Johnson-MSD S.A.S.
Laboratoires Merck Sharp & Dohi-Chibret SNC
Laboratorios Abello, S.A

Laboratorios Biopat, S./

Laboratorios Chibret, S./

Laboratorios Frosst, S./

Laboratorios Neurogard, S..

Laboratorios Quimic-Farmaceuticos Chibret, Ld
Maple Leaf Holdings SR

MCM Vaccine Col

Medco de Mexico Managed Care S. de R.L. de |
Medco Holdings S. de R.L. de C.

Medco Managed Care S.

Medco Servicios de Mexico, S. de R.L. de C
Merck and Company, Incorporat

Merck Borinquen Holdings, In

Merck Capital Resources, Ir

Merck Capital Ventures, LL!

Merck Cardiovascular Health Compa

Merck Enterprises Canada, L

Merck Finance Co., Inc

Merck Foreign Sales Corporation L

Merck Frosst Canada & C

Merck Frosst Canada Lt

Merck Hamilton, Inc

Merck Holdings Il Corp

Merck Holdings, Inc

Merck Institute for Vaccinolog

Merck Investment Co., In

Merck Liability Management Compar

Merck LMC Cash Management (Bermuda) L
Merck LMC Cash Management, Ir

Merck Resource Management, i

Delaware
Delaware
France
Norway

Norway

Bermuda

Italy
Italy/Delaware
New Jerse!

Great Britain

Delaware
Delaware
Delaware
Delaware
Finland
France

France
Spain
Spain
Spain
Spain
Spain
Portugal
Barbados
Pennsylvania
Mexico
Mexico
Spain
Mexico
Delaware
Delaware
Delaware
Delaware
Nevadz
Canads
Delaware
Bermuda
Canads
Canads
California
Delaware
Delaware
Delaware
Delaware
Delaware
Bermuda
Delaware
Delaware




Name

Country or State
of Incorporation

Merck Respiratory Health Compa

Merck SH Inc.

Merck Sharp & Dohm

Merck Sharp & Dohm«- Lebanon S.A.L
Merck Sharp & Dohme (Argentina) In

Merck Sharp & Dohme (Asia) Limite

Merck Sharp & Dohme (Australia) Pty. Limit
Merck Sharp & Dohme (China) Limite

Merck Sharp & Dohme (Europe) Ir

Merck Sharp & Dohme (Holdings) Limite
Merck Sharp & Dohme (I.A.) Cory

Merck Sharp & Dohme (International) Limitt
Merck Sharp & Dohme (Ireland) Lt

Merck Sharp & Dohme (Isra- 1996) Company Ltc
Merck Sharp & Dohme (ltalia) S.p.s

Merck Sharp & Dohme (Middle East) Limite
Merck Sharp & Dohme (New Zealand) Limit
Merck Sharp & Dohme (Panama) S

Merck Sharp & Dohme (Philippines) In
Merck Sharp & Dohme (Puerto Rico) Li
Merck Sharp & Dohme (Singapore) Li

Merck Sharp & Dohme (Sweden) A.

Merck Sharp & Dohme Asia Pacific Services Pte |
Merck Sharp & Dohme B.V

Merck Sharp & Dohme Chibret A.(

Merck Sharp & Dohme d.o.

Merck Sharp & Dohme de Espana, S

Merck Sharp & Dohme de Mexico, S.A. de C
Merck Sharp & Dohme de Venezuela S.F
Merck Sharp & Dohme Farmaceutica Lt
Merck Sharp & Dohme Finance Europe Limi
Merck Sharp & Dohme Gmb

Merck Sharp & Dohme Holdings de Mexico, S.A. de C
Merck Sharp & Dohme IDEA, Inc

Merck Sharp & Dohme Industria Quimica e Veterinariaitada

Merck Sharp & Dohme inovativna zdravila d.c
Merck Sharp & Dohme International Services B
Merck Sharp & Dohme Ireland (Human Health) |
Merck Sharp & Dohme island |

Merck Sharp & Dohme L.L.C

Merck Sharp & Dohme Limite

Merck Sharp & Dohme of Pakistan Limit

Merck Sharp & Dohme Overseas Finance M
Merck Sharp & Dohme Peru SF

Merck Sharp & Dohme Quimica de Puerto Rico,
Merck Sharp & Dohme S. de R.L.de C

Merck Sharp & Dohme S./

Merck Sharp & Dohme Tunisie St

Nevadz
Delaware
France
Lebanor
Delaware
Hong Kong
Australia
Hong Kong
Delaware
Great Britain
Delaware
Bermuda
Bermuda
Israel

Italy

Cyprus

New Zealanc
Panam:e
Philippines
Bermuda
Bermuda
Sweder
Singapore
Netherland:
Switzerland
Croatia
Spain
Mexico
Venezuele
Brazil

Great Britain
Austria
Mexico
Switzerland
Brazil
Slovenia
Netherland:
Ireland
Iceland
Russian Federatic
Great Britain
Pakistar
Neth. Antilles
Peru
Delaware
Mexico
Morocco
Tunisia




Name

Country or State
of Incorporation

Merck Sharp & Dohme, Limitad

Merck Sharp Dohme llaclari Limited Sirke
Merck Technology (U.S.) Company, Ir
Merck Ventures, Inc

Merial Animal Health Ltc

Merial GmbH

Merial Japan Ltc

Merial Inc.

Merial Italia SpA

Merial Laboratorios S/

Merial Limited/LLC *

Merial SAS

MSD (Japan) Co., Ltc

MSD (Nippon Holdings) B\

MSD (Norge) A/S

MSD (Proprietary) Limitec

MSD (Thailand) Ltd.

MSD Chibropharm Gmbt

MSD Finance, B.V

MSD International Holdings, Int

MSD Ireland (Holdings) S.A

MSD Ireland (Investment) Ltc

MSD Korea Ltd.

MSD Lakemedel (Scandinavia) Aktiebol
MSD Latin America Services Lt

MSD Magyarorszag Kereskedelmi és Szolgaltaté
MSD Overseas Manufacturing Co. (Irelat
MSD Overseas Manufacturing C

MSD Pembroke Ltd

MSD Polska Sp z.0.(

MSD Sharp & Dohme Gmbl

MSD Somerset Ltc

MSD Technology Singapore Pte. L
MSD Technology, L.P

MSD Unterstutzungskasse Gml

MSD Ventures Singapore Pte. L

MSD Warwick (Manufacturing) Ltd
MSD-Essex Gmb}t

MSD-SP Ltd.

MSP Distribution Services (C) LLE
MSP Distribution Services (R) LLE
MSP Marketing Services (C) LLE

MSP Marketing Services (R) LLE

MSP Singapore Company, LLC

MSP Singapor-Sub, LLC

MSP Technology (U.S.) Company, LL'C

Neopharmed S.p./
Nippon Mercl-Banyu Co., Ltd

Portugal
Turkey
Nevada
Delaware
Great Britain
Germany
Japar
Delaware
Italy

Spain

Great Britain/Delaware

France
Japar
Netherland:
Norway
South Africa
Thailand
Germany
Netherland:
Delaware
Luxembourg
Bermuda
Korea/Delaware
Sweder
Bermuda
Hungary
Ireland
Bermuda
Bermuda
Poland
Germany
Bermuda
Singapore
Delaware
Germany
Singapore
Bermuda
Switzerland
Great Britain
Nevadz

Nevada
Nevada
Nevada
Delaware
Delaware
Delaware
Italy
Japar




Name

Country or State
of Incorporation

Pasteur Vaccins S./

Readington Holdings, In
Readington Investments, Ir
Rosetta Inpharmatics LL

Ruskin Limited

Sharp & Dohme, S.A

STELLARYX, Inc.

Suomen MSD O

TELERX Marketing Inc

The MSD Foundation Limite
Thomas Morson & Son Limite
Tradewinds Manufacturing Sk
Transrow Manufacturing Ltd.

UAB Merck Sharp & Dohmi
Varipharm Arzneimittel Gmbt
Woelm Pharma GmbH & Co. Arzneimittelvertrieb OHRG
Woelm Pharma GmbH & Co. OH&

Woelm Pharma Verwaltungs GmBH

1own less than 100%

France

New Jerse!
New Jerse!
Delaware
Bermuda
Spain
Nevadz
Finland
Pennsylvanii
Great Britain
Great Britain
Barbados
Bermuda

Lithuania
Germany
Germany

Germany
Germany






EXHIBIT 24.1

POWER OF ATTORNEY

Each of the undersigned does hereby appoibi&£E. COLBERT and KENNETH C. FRAZIER and each tieim, severally, his/her true and lawful
attorney or attorneys to execute on behalf of thdeusigned (whether on behalf of the Company, @nasfficer or director thereof, or by attesting th
seal of the Company, or otherwise) the Form 10-Kual Report of Merck & Co., Inc. for the fiscal yemded December 31, 2003 under the Securities
Exchange Act of 1934, including amendments thematball exhibits and other documents in connedtienewith.

IN WITNESS WHEREOF, this instrument has bealy @xecuted as of the 24day of February, 2004.

/s/ Raymond V. Gilmartin

Raymond V. Gilmarti

/sl Judy C. Lewent

Judy C. Lewet

/s/ Richard C. Henriques, Jr.

Richard C. Henriques,

/s/ Lawrence A. Bossid

Lawrence A. Bossic

/s/ William G. Bower

William G. Bower

/s/ Johnnetta B. Col

Johnnetta B. Co

/s/ William M. Daley

William M. Daley

/s/ William B. Harrison, Jr

William B. Harrison, Ji

/s/ William N. Kelley

William N. Kelley

MERCK & CO., Inc.

By /s/ Raymond V. Gilmartil

Raymond V. Gilmartir
(Chairman of the Board, Preside
and Chief Executive Office!

Chairman of the Board, President
and Chief Executive Officer
(Principal Executive Officer; Director)

Executive Vice President & Chief Financial Officer
President, Human Health Asia; (Principal Finan€i&icer)

Vice President, Controller
(Principal Accounting Officer)

DIRECTORS

/s/ Heidi G. Miller

Heidi G. Miller

/s/ Thomas E. Sher

Thomas E. Shel

Anne M. Tatlocl

/s/ Samuel O. Thie

Samuel O. Thie

/s | Wendell P. Week

Wendell P. Weel

/sl Peter C. Wende

Peter C. Wende






EXHIBIT 24.2

I, Debra A. Bollwage, Assistant Ssary of MERCK & CO., Inc., a Corporation duly orgzed and existing under the laws of the Stateef
Jersey, do hereby certify that the following iswetcopy of a resolution adopted at a meeting ®@Dihectors of said Corporation held in New YorkyCi
New York, on February 24, 2004, duly called in ademce with the provisions of the -Laws of said Corporation, and at which a quorurDibéctors
was present:

“Special Resolution No. 10-2004

RESOLVED, that the proposed form of FormKLBnnual Report of the Company for the fiscal yeaded December 31, 2003 presented to this
meeting is hereby approved with such changes gsrtiper officers of the Company, with the adviceofinsel, deem appropriate; &

RESOLVED, that each officer and director whay be required to execute the aforesaid Form Xovhual Report or any amendments thereto
(whether on behalf of the Company or as an offaretirector thereof, or by attesting the seal ef @ompany, or otherwise) is hereby authorized to
execute a power of attorney appointing Celia Ab@dl and Kenneth C. Frazier and each of them, ablyehis/her true and lawful attorney or
attorneys to execute in his/her name, place ardl gte any such capacity) such Form 10-K Annuald®eand any and all amendments thereto and
any and all exhibits and other documents necessadncidental in connection therewith and to fite tsame with the Securities and Exchange
Commission, each of said attorneys to have powactavith or without the others, and to have faliyer and authority to do and perform in the
name and on behalf of each of said officers anectirs, or both, as the case may be, every acsanatr necessary or advisable to be done in the
premises as fully and to all intents and purposesng such officer or director might or could dgarsor”

IN WITNESS WHEREOF, | have hereunto sultz] my signature and affixed the seal of the Gration this 10" day of March, 2004.

[Corporate Seal /s/ Debra A. Bollwag

Debra A. Bollwage
Assistant Secretal






Exhibit 31.1
CERTIFICATION
I, Raymond V. Gilmartin, certify that:
1. | have reviewed this annual report omfr 10-K of Merck & Co., Inc.;

2. Based on my knowledge, this report dagscontain any untrue statement of a materialdaomit to state a material fact necessary toerthk
statements made, in light of the circumstances uwwlieeh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financialeshents, and other financial information includethis report, fairly present in all material resgs the
financial condition, results of operations and cfi@s of the registrant as of, and for, the pesipdesented in this report;

4. The registrant’s other certifying o#i¢s) and | are responsible for establishing anohtai@ing disclosure controls and procedures (disele in
Exchange Act Rules 13a-15(e) and 15d-15(e)) foréléstrant and have:

a) Designed such disclosure controls andgmtores, or caused such disclosure controls areguoes to be designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarisspade known to us by others within those entities
particularly during the period in which this reprteing preparec

b) Evaluated the effectiveness of the regigts disclosure controls and procedures and pteden this report our conclusions about the
effectiveness of the disclosure controls and proges] as of the end of the period covered by #psnt based on such evaluation;

c¢) Disclosed in this report any change mbgistrant’s internal control over financial reoay that occurred during the registrant’'s moserg
fiscal quarter (the registrant’s fourth fiscal cpeain the case of an annual report) that has madlieaffected, or is reasonably likely to matelyal
affect, the registra’s internal control over financial reporting; a

5. The registrant’s other certifying o#fi¢s) and | have disclosed, based on our most reeafuation of internal control over financial cefing, to
the registrant’s auditors and the audit committethe registrant’s board of directors (or persoedgrming the equivalent functions):

a) All significant deficiencies and matenaaknesses in the design or operation of intexmatrol over financial reporting which are reasdpab
likely to adversely affect the registr’s ability to record, process, summarize and refpmancial information; ani

b) Any fraud, whether or not material, thmatolves management or other employees who haigniisant role in the registrarg’internal contrc
over financial reporting

Date: March 10, 2004

By: /s/ Raymond V. Gilmartii

RAYMOND V. GILMARTIN
Chairman, President and Chief Executive Off






Exhibit 31.2
CERTIFICATION
I, Judy C. Lewent, certify that:

1. | have reviewed this annual report omfr 10-K of Merck & Co., Inc.;

2. Based on my knowledge, this report dagscontain any untrue statement of a materialdaomit to state a material fact necessary toerthk
statements made, in light of the circumstances uwwlieeh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financialeshents, and other financial information includethis report, fairly present in all material resgs the
financial condition, results of operations and cfi@s of the registrant as of, and for, the pesipdesented in this report;

4. The registrant’s other certifying o#i¢s) and | are responsible for establishing anohtai@ing disclosure controls and procedures (disele in
Exchange Act Rules 13a-15(e) and 15d-15(e)) foréléstrant and have:

a) Designed such disclosure controls andgmtores, or caused such disclosure controls areguoes to be designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarisspade known to us by others within those entities
particularly during the period in which this reprteing preparec

b) Evaluated the effectiveness of the regigts disclosure controls and procedures and pteden this report our conclusions about the
effectiveness of the disclosure controls and proges] as of the end of the period covered by #psnt based on such evaluation;

c¢) Disclosed in this report any change mbgistrant’s internal control over financial reoay that occurred during the registrant’'s moserg

fiscal quarter (the registrant’s fourth fiscal cpeain the case of an annual report) that has madlieaffected, or is reasonably likely to matelyal
affect, the registra’s internal control over financial reporting; a

5. The registrant’s other certifying o#fi¢s) and | have disclosed, based on our most reeafuation of internal control over financial cefing, to
the registrant’s auditors and the audit committethe registrant’s board of directors (or persoedgrming the equivalent functions):

a) All significant deficiencies and matenaaknesses in the design or operation of intexmatrol over financial reporting which are reasdpab
likely to adversely affect the registr’s ability to record, process, summarize and refpmancial information; ani

b) Any fraud, whether or not material, thmatolves management or other employees who haigniisant role in the registrarg’internal contrc
over financial reporting

Date: March 10, 2004

By: /s/ Judy C. Lewer

JUDY C. LEWENT
Executive Vice President & Chief Financial Officer
President, Human Health As






Exhibit 32.1

Section 1350
Certification of Chief Executive Officer

Pursuant to 18 U.S.C. Section 1350, the uigieed officer of Merck & Co., Inc. (the “Companyhereby certifies that the Company’s Annual
Report on Form 10-K for the fiscal year ended Ddoen31, 2003 (the “Report”) fully complies with thequirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934 and that the in&dgiom contained in the Report fairly presents,limeterial respects, the financial condition and
results of operations of the Company.

Dated: March 10, 200 /sl Raymond V. Gilmartii

Name Raymond V. Gilmartir
Title: Chairman, President and Chief
Executive Office






Exhibit 32.%

Section 1350
Certification of Chief Financial Officer

Pursuant to 18 U.S.C. Section 1350, the uigieed officer of Merck & Co., Inc. (the “Companyhereby certifies that the Company’s Annual
Report on Form 10-K for the fiscal year ended Ddoen31, 2003 (the “Report”) fully complies with thequirements of Section 13(a) or 15(d) of the

Securities Exchange Act of 1934 and that the in&dgiom contained in the Report fairly presents,limeterial respects, the financial condition and
results of operations of the Company.

Dated: March 10, 200 /sl Judy C. Lewer

Name  Judy C. Lewen
Title: Executive Vice President & Chief
Financial Officer
President, Human Health A<



