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Part |- Financial Information

Item 1. Financial Statements

MERCK & CO., INC. AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENT OF INCOME
(Unaudited, $ in millions except per share amounts)

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013

Sales $ 10,93 $ 11,01C $ 21,19¢ $ 21,68:
Costs, Expenses and Other

Materials and production 4,89: 4,28¢ 8,79¢ 8,24:

Marketing and administrative 2,97: 3,14( 5,701 6,12¢

Research and development 1,66¢ 2,101 3,23¢ 4,00¢

Restructuring costs 162 15t 28¢€ 274

Equity income from affiliates (92 (11€) (217) (249

Other (income) expense, net (55¢) 201 (59€) 484

9,04: 9,76¢ 17,21¢ 18,88t

Income Before Taxes 1,891 1,24t 3,98 2,79¢
Taxes on Income (142) 31C 21¢€ 244
Net Income 2,03: 93¢ 3,76¢ 2,551
Less: Net Income Attributable to Noncontrollingdrests 29 29 55 52
Net Income Attributable to Merck & Co., Inc. $ 2,00¢ $ 90€ $ 3,70¢ % 2,49¢
Basic Earnings per Common Share Attributable toddér Co., Inc.

Common Shareholders $ 0.6 $ 0.3C $ 127 $ 0.8¢
Earnings per Common Share Assuming Dilution Attidtile to Merck &

Co., Inc. Common Shareholders $ 0.6¢ $ 03C $ 128 % 0.8z
Dividends Declared per Common Share $ 044 $ 04: $ 0.8¢ $ 0.8¢

MERCK & CO., INC. AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INC OME
(Unaudited, $ in millions)

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013

Net Income Attributable to Merck & Co., Inc. $ 2,00¢ $ 90€ $ 3,70¢ $ 2,49¢
Other Comprehensive Income (Loss) Net of Taxes:

Net unrealized (loss) gain on derivatives, neteafassifications (39) 35 (10%) 271

Net unrealized gain (loss) on investments, neeofassifications 64 (81) 62 (80)

Benefit plan net (loss) gain and prior service ditjecost, net of amortization (331) 51 (332 212

Cumulative translation adjustment 41 (13€) 12¢ (487)

(265) (131) (247) (78)

Comprehensive Income Attributable to Merck & Caog.l $ 1,73¢ % 77 $ 3,46z $ 2,421

The accompanying notes are an integral part okthessolidated financial statements.
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MERCK & CO., INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
(Unaudited, $ in millions except per share amounts)

June 30, 2014 December 31, 2013

Assets

Current Assets
Cash and cash equivalents $ 9,747 % 15,621
Short-term investments 3,65¢ 1,86t

Accounts receivable (net of allowance for doub#otounts of $167 in 2014
and $146 in 2013) (excludes accounts receivab$2@5 in 2014 and 2013

classified in Other assets - see Note 4) 7,022 7,18¢
Inventories (excludes inventories of $1,623 in 2afhd $1,704 in 2013

classified in Other assets - see Note 5) 6,13¢ 6,22¢
Deferred income taxes and other current assets 3,65¢ 4,76°
Assets held for sale 3,37t 26
Total current assets 33,58 35,68¢
Investments 12,61¢ 9,77(

Property, Plant and Equipment, at cost, net of medated depreciation of $18,866
in 2014 and $18,121 in 2013 13,89: 14,97:
Goodwill 11,78¢ 12,30:
Other Intangibles, Net 18,83( 23,80:
Other Assets 7,14: 9,11¢
$ 97,86( $ 105,64!

Liabilities and Equity
Current Liabilities

Loans payable and current portion of long-term debt $ 4477 % 4,521
Trade accounts payable 2,32¢ 2,27¢
Accrued and other current liabilities 8,82¢ 9,501
Income taxes payable 192 251
Dividends payable 1,30: 1,321
Liabilities held for sale 801 —
Total current liabilities 17,92¢ 17,86¢
Long-Term Debt 18,59( 20,53¢
Deferred Income Taxes 4,651 6,77¢
Other Noncurrent Liabilities 8,17t 8,13¢

Merck & Co., Inc. Stockholders’ Equity

Common stock, $0.50 par value
Authorized - 6,500,000,000 shares

Issued - 3,577,103,522 shares in 2014 and 2013 1,78¢ 1,78¢
Other paid-in capital 40,19¢ 40,50¢
Retained earnings 40,36¢ 39,257
Accumulated other comprehensive loss (2,449 (2,199

79,90¢ 79,35¢
Less treasury stock, at cost:

677,393,158 shares in 2014 and 649,576,808 shagfs B3 31,55 29,59!
Total Merck & Co., Inc. stockholders’ equity 48,35¢ 49,76
Noncontrolling Interests 15¢ 2,561
Total equity 48,51¢ 52,32t

$ 97,86( $ 105,64!

The accompanying notes are an integral part ofcinisolidated financial statement.






MERCK & CO., INC. AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS
(Unaudited, $ in millions)

Six Months Ended

June 30,
2014 2013

Cash Flows from Operating Activities
Net income $ 3,76¢ % 2,551
Adjustments to reconcile net income to net cashigeal by operating activities:

Depreciation and amortization 3,507 3,32¢

Intangible asset impairment charges 66( 594

Gain on AstraZeneca option exercise (747) —

Equity income from affiliates (217) (249)

Dividends and distributions from equity affiliates 12t 68

Deferred income taxes (1,24¢) (319

Share-based compensation 134 14z

Other (192) 372

Net changes in assets and liabilities (1,119 (1,809
Net Cash Provided by Operating Activities 4,67¢ 4,67¢
Cash Flows from Investing Activities
Capital expenditures (507) (769
Purchases of securities and other investments (12,38() (8,819
Proceeds from sales of securities and other in\egssn 8,10z 7,19¢
Dispositions of businesses, net of cash divested 55¢ —
Proceeds from AstraZeneca option exercise 41¢ —
Other (48) 9¢
Net Cash Used in Investing Activities (3,85€) (2,28¢)
Cash Flows from Financing Activities
Net change in short-term borrowings (1,88¢) 1,70z
Proceeds from issuance of debt 1 6,461
Payments on debt (5) (51%)
Purchases of treasury stock (3,419 (6,105
Dividends paid to stockholders (2,629 (2,63¢)
Proceeds from exercise of stock options 1,13¢ 641
Other 49 (©)]
Net Cash Used in Financing Activities (6,749 (457)
Effect of Exchange Rate Changes on Cash and Cashdkents 51 (307)
Net (Decrease) Increase in Cash and Cash Equisalent (5,87¢) 1,63¢
Cash and Cash Equivalents at Beginning of Year 15,62: 13,45
Cash and Cash Equivalents at End of Period $ 9,747 % 15,09(

The accompanying notes are an integral part ofcitrisolidated financial statement.
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Notes to Interim Consolidated Financial Statemémtsudited’

1. Basis of Presentatio

The accompanying unaudited interim consolidatedrfaial statements of Merck & Co., Inc. (“Merck” thie “Company”)have bee
prepared pursuant to the rules and regulationsdporting on Form 1@. Accordingly, certain information and disclosumregjuired b
accounting principles generally accepted in thetéshiStates for complete consolidated financialest@nts are not included herein. Tt
interim statements should be read in conjunctiah ¥ie audited financial statements and notes thémeluded in Merck’s Form 18-filed on
February 27, 2014.

The results of operations of any interim period ao¢ necessarily indicative of the results of opieres for the full year. In tt
Companys opinion, all adjustments necessary for a fais@néation of these interim statements have bednded and are of a normal ¢
recurring nature. Certain reclassifications havenbmade to prior year amounts to conform to theeotipresentation.

Recently Issued Accounting Stande

In May 2014, the Financial Accounting Standards ldasued amended accounting guidance on revemognition that will b
applied to all contracts with customers. The olijecbf the new guidance is to improve comparabitifyevenue recognition practices ac
entities and to provide more useful informationusers of financial statements through improvedlo$sse requirements. This guidanc
effective for annual and interim periods beginnin2017. Early adoption is not permitted. The Comp& currently assessing the impac
adoption on its consolidated financial statements.

2. Restructuring

2013 Restructuring Program

In October 2013, the Company announced a glob&iustaring program (the “2013 Restructuring Proghams part of a glob
initiative to sharpen its commercial and reseamti development focus. As part of the program, tloengany expects to reduce its t
workforce by approximately 8,5000sitions. These workforce reductions will primardome from the elimination of positions in sa
administrative and headquarters organizations, @l as research and development. The Company Vel eeduce its global real est
footprint and continue to improve the efficiency itsf manufacturing and supply network. The Compuaiily continue to hire employees
strategic growth areas of the business as necessary

The Company recorded total pretax costs of $22%amiland $389 million in the second quarter andtfgix months of 2014
respectively, related to this restructuring progrémce inception of the 2013 Restructuring Progtanough June 30, 2014Merck ha
recorded total pretax accumulated costs of apprataty $1.6 billion and eliminated approximately 3gIpositions comprised of employ
separations, as well as the elimination of contracand vacant positions. The actions under th& Bstructuring Program are expected t
substantially completed by the end of 2015 with ¢henulative pretax costs estimated to be approxiynai2.5 billion to $3.0 billion The
Company estimates that approximately tihimds of the cumulative pretax costs will resultdash outlays, primarily related to emplc
separation expense. Approximately one-third ofdhmulative pretax costs are noash, relating primarily to the accelerated deptésm o
facilities to be closed or divested.

Merger Restructuring Prograi

In 2010, subsequent to the Merck and Schering-PloDgrporation (“Schering-Plough”) merger (the “Mert, the Compan
commenced actions under a global restructuringrarogthe “Merger Restructuring Prograntd®signed to streamline the cost structure ¢
combined company. Further actions under this progseere initiated in 2011. The actions under thisgpam primarily reflect the eliminati
of positions in sales, administrative and headguarmrganizations, as well as from the sale onuctosf certain manufacturing and researct
development sites and the consolidation of offawlities.

On October 1, 2013, the Company sold its activarmphaeutical ingredient (“API"manufacturing business, including the rel
manufacturing facility, in the Netherlands to Aspedaldings (“Aspen”)as part of planned manufacturing facility ratiopations under tt
Merger Restructuring Program. Also in connectiomhvthe sale, Aspen acquired certain branded preduct Merck, which transferred
Aspen effective December 31, 2013. ConsideratiotHe transaction included cash of $705 millaord notes receivable with a present valt
$198 million at the time of disposition. The Compaaceived $172 milliof the cash portion of the consideration in thertioguarter of 201
and the remaining $533 million was received byGloenpany in January 2014.

The Company recorded total pretax costs of $19Ramiind $265 million in the second quarter of 2@b4l 2013 respectively, ar
$358 million and $418 million in the first six mdmst of 2014 and 2013respectively, related to this restructuring pesar Since inception
the Merger Restructuring Program through June 8042 Merck has recorded total pretax accumulatstscof approximately $7.5 billioanc
eliminated approximately 27,6 4fbsitions comprised of employee separations, akagethe elimination of contractors and vacant fomss
Approximately 4,890 position eliminations remaimgig under this program as of June 30, 20#hich include the remaining actions ur
the 2008 Restructuring Program that are being tegas part of the Merger Restructuring Programississed below. The nananufacturin
related restructuring actions under the Merger Restring Program were substantially completed sy énd of 2013. The remaining acti
under this program relate to ongoing

-5-




Notes to Interim Consolidated Financial Statemémtgudited’(continued)

manufacturing facility rationalizations, which ae&pected to be substantially completed by 2016. Chmpany expects the estimated 1
cumulative pretax costs for this program to be apipnately $7.9 billion to $8.2 billion . The Compaastimates that approximately tvairds
of the cumulative pretax costs relate to cash gstlgprimarily related to employee separation expemspproximately onehird of the
cumulative pretax costs are non-cash, relatingamilynto the accelerated depreciation of facilitiede closed or divested.

2008 Restructuring Program

In 2008, Merck announced a global restructuringgpam (the “2008 Restructuring Prograntd) reduce its cost structure, incre
efficiency, and enhance competitiveness. Pretats aist13 million and $54 milliowere recorded in the second quarter and first girths o
2013, respectively, related to the 2008 RestrunguiProgram. Any remaining activities under the 2@&structuring Program are be
accounted for as part of the Merger Restructurirgggam effective July 1, 2013.

For segment reporting, restructuring charges aaflagated expenses.

The following tables summarize the charges reladeéstructuring program activities by type of cost

Three Months Ended June 30, 2014 Six Months Ended June 30, 2014
Separation Accelerated Separation Accelerated
(% in millions) Costs Depreciation Other Total Costs Depreciation Other Total
2013 Restructuring Program
Materials and production $ — 3 102 $ 1 $ 114 $ — 3 184 $ 17 % 201
Marketing and administrative — 28 — 28 — 47 — 47
Research and development — 44 1 45 — 85 8 92
Restructuring costs 52 _ (10) 42 77 _ (29) 48
52 17t 2 22¢ 77 31€ 4 38¢
Merger Restructuring Program
Materials and production — 84 27 57 — 152 63 8¢
Marketing and administrative — 13 3 16 — 25 3 2¢
Research and development — ) — @ — _ 1 1
Restructuring costs 70 _ 51 121 99 _ 141 24(
70 95 27 19z 9¢ 177 82 35¢
$ 122 $ 27C % 29 % 421  $ 17¢ $ 49 3% 78 3 747
Three Months Ended June 30, 2013 Six Months Ended June 30, 2013
Separation Accelerated Separation Accelerated
($ in millions) Costs Depreciation Other Total Costs Depreciation Other Total
Merger Restructuring Program
Materials and production $ — % 30 $ 62 $ 92 $ — % 61 $ 71 $ 132
Marketing and administrative — 9 5 14 — 24 5 2¢
Research and development — 14 — 14 — 29 — 2¢
Restructuring costs 12¢ — 1€ 14E 194 — 34 22¢
12¢ 53 83 26% 194 114 11c 41¢
2008 Restructuring Program
Materials and production — @) 3 1 — ”) 6
Marketing and administrative — 2 — 2 — 4 —
Restructuring costs 2 _ 8 10 34 _ 12 4€
2 — 11 13 34 2 18 54
$ 131 % 53 % 94 3 27¢  $ 228 $ 11 % 126 % 472

Separation costs are associated with actual heaticeductions, as well as those headcount reditidrich were probable a
could be reasonably estimated. In the second quarté first six months of 2014 , approximately B3Jositions and 2,59positions
respectively, were eliminated under the 2013 Reg&iring Program. In the second quarter of 2014 2018 , approximately 43positions an
670 positions, respectively, and in the first signths of 2014 and 2013 , approximately 790 positiand 1,40%po0sitions, respectively, we
eliminated under the Merger Restructuring Programmaddition, approximately 10 positions and 55 floss were eliminated in theecon:
quarter and first six months of 2018spectively, under the 2008 Restructuring ProgrBhese position eliminations were comprised t¢da
headcount reductions and the elimination of comdracand vacant positions.

Accelerated depreciation costs primarily relaten@nufacturing, research and administrative faeglitand equipment to be solc



closed as part of the programs. Accelerated degtieni costs represent the difference between tipeedmtion expense to
recognized over the revised useful life of the, $iesed upon the anticipated date the site widlbsed or divested,
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Notes to Interim Consolidated Financial Statemémtgudited’(continued)

and depreciation expense as determined utiliziegutseful life prior to the restructuring actiondl éf the sites have and will continue
operate up through the respective closure datessamzk future undiscounted cash flows were sfficto recover the respective book val
Merck was required to accelerate depreciation ef dlie assets rather than record an impairmentgehaknticipated site closure da
particularly related to manufacturing locationsyéd®een and may continue to be adjusted to reflemnges resulting from regulatory or o
factors.

Other activity in 2014 and 201iBcludes pretax gains and losses resulting frorassaf facilities and related assets, as well asi
abandonment, shut-down and other related coststidually, other activity includes certain employesated costs associated with pension
other postretirement benefit plans (see Note 1d)share-based compensation.

Adjustments to previously recorded amounts werewatderial in any period.

The following table summarizes the charges anddipgrrelating to restructuring activities by progrdor the sixmonths ende
June 30, 2014 :

Separation Accelerated
(% in millions) Costs Depreciation Other Total
2013 Restructuring Program
Restructuring reserves January 1, 2014 $ 748 $ — 3 23§ 76€
Expense 77 31¢€ (4) 38¢
(Payments) receipts, net (375 — (33 (40¢)
Non-cash activity — (31¢) 30 (28€)
Restructuring reserves June 30, 2014 $ 447 3 — 8 16 % 463
Merger Restructuring Program
Restructuring reserves January 1, 2014 $ 728 $ — 3 12§ 737
Expense 99 177 82 35¢
(Payments) receipts, net (163 — (92 (25%)
Non-cash activity — 77 7 (170
Restructuring reserves June 30, 2014 $ 661 $ — 8 9 4 67C

® The cash outlays associated with the 2013 RestingtProgram are expected to be substantially catgal by the end of 2015. The maanufacturing cash outlays associe
with the Merger Restructuring Program were substdlytcompleted by the end of 2013; the remainiaghcoutlays are expected to be substantially coexgpley 2016.

3. Acquisitions, Divestitures, Research Collaborationand License Agreement

The Company continues its strategy of establiskexggrnal alliances to complement its substantitdrital research capabiliti
including research collaborations, licensing prechl and clinical compounds to drive both neard dongterm growth. The Compa
supplements its internal research with a licensind external alliance strategy focused on the eesfiectrum of collaborations from e:
research to latetage compounds, as well as access to new teclemlddese arrangements often include upfront patsnas well as exper
reimbursements or payments to the third party,raiteistone, royalty or profit share payments, caygint upon the occurrence of certain fu
events linked to the success of the asset in dpradat. The Company also reviews its pipeline tavéra candidates which may provide
value through out-licensing and as part of itsfptit assessment process may also divest certaitupts.

In August 2014, Merck completed the acquisitiond&ix Pharmaceuticals, Inc. (“Idenix”) for $24.p6r share in cash for a tota
approximately $3.85 billion Idenix is a biopharmaceutical company engagetiendiscovery and development of medicines fortteatmer
of human viral diseases, whose primary focus igshendevelopment of nexteneration oral antiviral therapeutics to treatdtigis C virus
(“HCV") infection. Idenix currently has three HCV drug calades in clinical development: two nucleotide prags (IDX21437 an
IDX21459) and a NS5A inhibitor (samatasvir). Theseel candidates are being evaluated for theirmiatieinclusion in the development of
oral, pan-genotypic fixed-dose combination regimens

In May 2014, Merck entered into an agreement tbcgetain ophthalmic products to Santen Pharmacau@o., Ltd. (“Santen”)n
Japan and markets in Europe and Asia Pacific. Tgtghalmic products included in the agreement @osopt(dorzolamide hydrochloride-
timolol maleate ophthalmic solution)Cosopt PF (dorzolamide hydrochloride-timolol maleate ophth@alnsolution) 2%/0.5%,Trusop
(dorzolamide hydrochloride ophthalmic solution)ré¢eophthalmic solution 2%Trusopt PF(dorzolamide hydrochloride ophthalmic soluti
preservative-freeTimoptic (timolol maleate ophthalmic solution)jmoptic PF(timolol maleate preservative free ophthalmic dolutin uni
dose dispenser}imoptic XE (timolol maleate ophthalmic gel forming solutjpSaflutan(tafluprost) andraptigom(tafluprosttimolol maleat
ophthalmic solution, in development). The agreenpeavides that Santen make upfront payments ofaqpately $600 milliorand addition:
payments based on defined sales milestones. Saiiteiso purchase supply of ophthalmology produzisered by the agreement for a tvwm-
five-year
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Notes to Interim Consolidated Financial Statemémtgudited’(continued)

period. Upon closing of the transaction in mostkets on July 1, 2014, Santen made $548 miltbthe upfront payments to the Comps
The remaining markets continue to be subject ttateclosing conditions and are expected to clgsthbé end of 2014.

In March 2014, Merck divested its Sirna Therapeytloc. (“Sirna”) subsidiary to Alnylam Pharmaceats, Inc. (“Alnylam”)for
consideration of $25 million and 2,520,0dHares of Alnylam common stock. Merck is eligideréceive future payments associated witt
achievement of certain regulatory and commercid¢stones, as well as royalties on future sales.edtite terms of the agreement, Me
received 85% of the Alnylam shares in the firstrtpraof 2014 (valued at $172 million at the timeatdsing) and the remaining 1566 the
shares in the second quarter of 2014 (valued an$ikidn at the time the shares were received).deecorded gains of $22 million a$20/
million in the second quarter and first six montti2014, respectively, related to this transactioat are included i®ther (income) expen:
net. The excess of Merck’s tax basis in its investman$irna over the value received resulted in apra@gmate $300 milliortax benefi
recorded in the first six months of 2014. In theos&l quarter of 2014, the Company recorded a $3&mimpairment charge withi®thel
(income) expense, neh the Alnylam shares received in the first quadef014 as the Company determined these shares atker tha
temporarily impaired.

In January 2014, Merck sold the U.S. marketing tdgto Saphris (asenapine), an antipsychotic indicated for thattnent o
schizophrenia and bipolar | disorder in adults twelSt Laboratories, Inc. (“ForestWYnder the terms of the agreement, Forest made ni
payments of $232 million , which were recordedaiesin the first six months of 2014, and will make gduial payments to Merck based
defined sales milestones. In addition, as parhisfttansaction, Merck has agreed to supply prottuEbrest until patent expiry.

In April 2013, Merck and Pfizer Inc. (“Pfizerannounced that they had entered into a worldwideef@ Japan) collaborati
agreement for the development and commercializatidpfizer’'s ertugliflozin, an investigational orsddium glucose cotransporter (*SGL)2"
inhibitor being evaluated for the treatment of tybeliabetes. The Company has initiated Phase Ralitrials for ertugliflozin with Pfize
Under the terms of the agreement, Merck and Pfigkrcollaborate on the clinical development andreoercialization of ertugliflozin ar
ertugliflozin-containing fixed-dose combinationstivimetformin and withlanuvia(sitagliptin) tablets. Merck will continue to retathe right
to its existing portfolio of sitaglipticontaining products. Through the first six montlis2613, Merck recorded research and develop
expenses of $60 milliofor upfront and milestone payments made to Pfieézer will be eligible for additional payments asmted with th
achievement of prepecified future clinical, regulatory and commelrerdlestones. The companies will share potentiseneies and certe
costs 60% to Merck and 4086 Pfizer. Each party will have certain manufacgtgrand supply obligations. The Company and Pfiaehéhav
the right to terminate the agreement due to a riagtemcured breach by, or insolvency of, the otparty, or in the event of a safety is:
Pfizer has the right to terminate the agreemenhudgbmonthsotice at any time following the first anniversarfythe first commercial sale o
collaboration product, but must assign all rights drtugliflozin to Merck. Upon termination of thegraement, depending upon
circumstances, the parties have varying rightsabidations with respect to the continued developh@end commercialization of ertugliflo:
and certain payment obligations.

In February 2013, Merck and Supera Farma Labomdo8.A. (“Supera”), a Brazilian pharmaceutical camp coewned b
Cristalia and Eurofarma, established the previoasiyounced joint venture that markets, distribates sells a portfolio of pharmaceutical
branded generic products from Merck, Cristalia &uwdofarma in Brazil. Merck owns 51%f the joint venture, and Cristdlia and Eurofa
collectively own 49% The transaction was accounted for as an acauisifi a business; accordingly, the assets acgaimddiabilities assume
were recorded at their respective fair values. Thiulted in Merck recognizing intangible assets dorrently marketed products @B¢
million , in-process research and development (4R of $100 million , goodwill of $103 million , ad deferred tax liabilities 0$64
million . The Company also recorded increaseBldacontrolling interestend Other paid-in capitain the amounts of $112 million argi 1€
million , respectively. This transaction closed on FebriaR013, and accordingly, the results of operatioiithe acquired business have t
included in the Compang'results of operations beginning after that dateing the fourth quarter of 2013, as a resultlwrges in cash flc
assumptions for certain compounds, the Companydedo$15 millionof impairment charges related to the IPR&D recorifethe Supel
transaction.

Merck Consumer Car

In May 2014, the Company announced that it hadredténto a definitive agreement to sell its MercknSumer Care (“MCQ"
business to Bayer AG (“Bayer”) for $14.2 billiorlUnder the terms of the agreement, Bayer will aeqidierck’s existing over-theeunte
(“OTC") business, including the global trademarlkd gmescription rights fo€laritin and Afrin . The Company expects the pretax gain fron
sale of MCC to be between $11.0 billion and $11liBoh . Merck expects to close the sale of MCC in theosdchalf of 2014, subject
customary closing conditions, including regulatapprovals.
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Notes to Interim Consolidated Financial Statemémtgudited’(continued)

Information with respect to Consumer Care asseddiahilities held for sale is as follows:

($ millions) June 30, 2014
Assets
Accounts receivable, net $ 204
Inventories 23z
Deferred income taxes and other current assets 24¢€
Property, plant and equipment, net 212
Goodwill 137
Other intangibles, net 2,19¢
Other assets 67
$ 3,29:
Liabilities
Trade accounts payable $ 71
Accrued and other current liabilities 17t
Deferred income taxes 543
Other noncurrent liabilities 12
$ 801

The Company also announced a worldwide clinicalettgment collaboration with Bayer to market andedep its portfolio o
soluble guanylate cyclase (“sGC”) modulators. Tihidudes Bayes Adempas (riociguat), the first member of this eélaslass of compounc
Adempas is approved to treat pulmonary arterialehygmsion (“PAH")and is the first and only drug treatment approved patients wit
chronic thromboembolic pulmonary hypertension (“®HE). Adempas is currently marketed in the United States$ Europe for both PA
and CTEPH and in Japan for CTEPH. The two companitsqually share costs and profits from the abtiration and implement a jo
development and commercialization strategy. Thé&botation also includes clinical development of&s vericiguat, which is currently
Phase 2 trials for worsening heart failure, as aslbpt-in rights for other earbtage sGC compounds in development at Bayer. Meiltikn
turn make available its earbtage sGC compounds under similar terms. In refiarrihese broad collaboration rights, Merck will keaar
upfront payment to Bayer of $1.0 billion with thetential for additional milestone payments uponahkievement of agreagson sales goa
For Adempas, Bayer will continue to lead commerzédlon in the Americas, while Merck will lead coramialization in the rest of the wor
For vericiguat and other potential dptproducts, Bayer will lead in the rest of worlddaMerck will lead in the Americas. For all prodsienc
candidates included in the agreement, both compamieshare in development costs and profits dassand will have the right to qaromote
in territories where they are not the lead. Thenfation of this collaboration is subject to the aigsof the MCC sale to Bayer.

Remicade/Simpol

In 1998, a subsidiary of Schering-Plough enterdd @ licensing agreement with Centocor Ortho Bibtétc. (“Centocor”),a
Johnson & Johnson (“J&J") company, to marRetmicadewhich is prescribed for the treatment of inflamnmatdiseases. In 2005, Schering
Plough’s subsidiary exercised an option underatgract with Centocor for license rights to devedopl commercializ&imponi, a fully humau
monoclonal antibody. The Company has exclusive atar§y rights to both products throughout Europessfaiand Turkey. In December 2C
ScheringPlough and Centocor revised their distribution egrent regarding the development, commercializatind distribution of bof
Remicadeand Simponi, extending the Company’s rights to exclusively keaRemicadeo match the duration of the Compasyexclusivi
marketing rights folSimponi. In addition, Schering-Plough and Centocor agteeshare certain development costs relatin§itoponi’sauto-
injector delivery system. On October 6, 2009, theoiean Commission approv&imponias a treatment for rheumatoid arthritis and ¢
immune system disorders in two presentations —velreuto-injector and a prefilled syringe. As autesthe Company marketing rights fc
both products extend for 15 years from the firshowercial sale oSimponiin the European Union (the “EUTpllowing the receipt of pricin
and reimbursement approval within the EU. All ptofilerived from Mercls exclusive distribution of the two products ingbecountries a
equally divided between Merck and J&J.
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4. Financial Instruments
Derivative Instruments and Hedging Activities

The Company manages the impact of foreign excheatgemovements and interest rate movements omiitsngs, cash flows a
fair values of assets and liabilities through opilerel means and through the use of various fir@nicistruments, including derivati
instruments.

A significant portion of the Comparg/revenues and earnings in foreign affiliates jgosed to changes in foreign exchange r
The objectives and accounting related to the Coryigaioreign currency risk management program, as ageits interest rate risk managen
activities are discussed below.

Foreign Currency Risk Manageme
The Company has established revenue hedging, leakimeet risk management and net investment heggograms to prote
against volatility of future foreign currency cdibws and changes in fair value caused by volgtifitforeign exchange rates.

The objective of the revenue hedging program isethuce the potential for longegrm unfavorable changes in foreign exchi
rates to decrease the U.S. dollar value of futashdlows derived from foreign currency denominatates, primarily the euro and Japai
yen. To achieve this objective, the Company willigee a portion of its forecasted foreign currencyateinated thir-party and intercompal
distributor entity sales that are expected to oowmar its planning cycle, typically no more thamneth yearsnto the future. The Company v
layer in hedges over time, increasing the portibthind-party and intercompany distributor entity salesgeetas it gets closer to the expe
date of the forecasted foreign currency denominatdds. The portion of sales hedged is based @ssments of codtenefit profiles ths
consider natural offsetting exposures, revenueexatiange rate volatilities and correlations, areldbst of hedging instruments. The hec
anticipated sales are a specified component ofrtofio of similarly denominated foreign currenbgsed sales transactions, each of w
responds to the hedged currency risk in the sanrmmenaThe Company manages its anticipated tramsaeiiposure principally with purchas
local currency put options, which provide the Compavith a right, but not an obligation, to sell éggn currencies in the future a
predetermined price. If the U.S. dollar strengthexiative to the currency of the hedged anticipagalgs, total changes in the optionast
flows offset the decline in the expected future .U8llar equivalent cash flows of the hedged faredgrrency sales. Conversely, if the |
dollar weakens, the optionsalue reduces to zero, but the Company benefits fitee increase in the U.S. dollar equivalent vadfiehe
anticipated foreign currency cash flows.

In connection with the Comparg/' revenue hedging program, a purchased collar ropsimategy may be utilized. W
a purchased collar option strategy, the Compantes/@a local currency call option and purchasesal lourrency put option. As compared
purchased put option strategy alone, a purchasé strategy reduces the upfront costs associatgtdpurchasing puts through the collec
of premium by writing call options. If the U.S. ¢t weakens relative to the currency of the hedgsitipated sales, the purchased put o
value of the collar strategy reduces to zero aedGbmpany benefits from the increase in the U.8adequivalent value of its anticipal
foreign currency cash flows, however this benefitld be capped at the strike level of the writtall. d¢f the U.S. dollar strengthens relative
the currency of the hedged anticipated sales, titeew call option value of the collar strategy weds to zero and the changes in the purcl
put cash flows of the collar strategy would offfe¢ decline in the expected future U.S. dollar ealeint cash flows of the hedged fore
currency sales.

The Company may also utilize forward contractstsrevenue hedging program. If the U.S. dollarrgjteens relative to tl
currency of the hedged anticipated sales, the @&serén the fair value of the forward contracts etsthe decrease in the expected future
dollar cash flows of the hedged foreign currencgsaConversely, if the U.S. dollar weakens, there@se in the fair value of the forw
contracts offsets the increase in the value oftitiipated foreign currency cash flows.

The fair values of these derivative contracts aeorded as either assets (gain positions) or iligsil (loss positions) in tl
Consolidated Balance Sheet. Changes in the fairevaf derivative contracts are recorded each pdriogither current earnings @thel
comprehensive incon{e OCI "), depending on whether the derivative is designaseplaat of a hedge transaction and, if so, the tfgeedg:
transaction. For derivatives that are designatechak flow hedges, the effective portion of theeatized gains or losses on these contra
recorded iPAccumulated other comprehensive incdfnAOCI ") and reclassified int&aleswhen the hedged anticipated revenue is recogi
The hedge relationship is highly effective and hethgffectiveness has bede minimis. For those derivatives which are not designatechal
flow hedges, but serve as economic hedges of feredaales, unrealized gains or losses are recor@aleseach period. The cash flows fr
both designated and naesignated contracts are reported as operatingtagiin the Consolidated Statement of Cash Flose Compan
does not enter into derivatives for trading or spettve purposes.

The primary objective of the balance sheet risk agement program is to mitigate the exposure ofdareurrency denominated |
monetary assets of foreign subsidiaries where ti&e tbllar is the functional currency from the effeof volatility in foreign exchange. In the
instances, Merck principally utilizes forward exolga contracts, which enable the Company to buysafidoreign currencies in the future
fixed exchange rates and economically offset thesequences of changes in foreign
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exchange from the monetary assets. Merck routiealgrs into contracts to offset the effects of exge on exposures denominate
developed country currencies, primarily the eurd dapanese yen. For exposures in developing coautrgncies, the Company will enter i
forward contracts to partially offset the effectsegchange on exposures when it is deemed econbtoida so based on a cdstnefit analys
that considers the magnitude of the exposure, thegility of the exchange rate and the cost ofliedging instrument. The Company will &
minimize the effect of exchange on monetary assadsliabilities by managing operating activitieslaret asset positions at the local level.
cash flows from these contracts are reported asatipg activities in the Consolidated Statement€agh Flows.

Monetary assets and liabilities denominated in raecicy other than the functional currency of a gigebsidiary are remeasure:
spot rates in effect on the balance sheet date thheffects of changes in spot rates reporte@threr (income) expense, netThe forwar
contracts are not designated as hedges and aredntrknarket throug®ther (income) expense, nefccordingly, fair value changes in-
forward contracts help mitigate the changes inwhlele of the remeasured assets and liabilitieshatatble to changes in foreign curre
exchange rates, except to the extent of the spotafal differences. These differences are not dSiamt due to the shotérm nature of tt
contracts, which typically have average maturigiegiception of less than one year .

The Company also uses forward exchange contrattsdge its net investment in foreign operationsresganovements in exchar
rates. The forward contracts are designated aselseolgthe net investment in a foreign operatiore TGompany hedges a portion of the
investment in certain of its foreign operations anelasures ineffectiveness based upon changes tirfospimn exchange rates. The effec
portion of the unrealized gains or losses on tloeseracts is recorded in foreign currency trangfatdjustment withit©Cl , and remains
AOCI until either the sale or complete or substantiediynplete liquidation of the subsidiary. The cashw8 from these contracts are reporte
investing activities in the Consolidated Statermadr€ash Flows.

Foreign exchange risk is also managed through skeotiforeign currency debt. The Company’s senisesured eurdenominate
notes have been designated as, and are effectiee@somic hedges of the net investment in a farejgeration. Accordingly, foreign currer
transaction gains or losses due to spot rate fiticios on the eurdenominated debt instruments are included in foreigrrency translatic
adjustment withinOCI . Included in the cumulative translation adjustmard pretax gains of $34 million and $40 milliorr fbe first six
months of 2014 and 2013 , respectively, from th®-elenominated notes.

Interest Rate Risk Managem

The Company may use interest rate swap contractedain investing and borrowing transactions taage its net exposure
interest rate changes and to reduce its overallafdsorrowing. The Company does not use leverayeaps and, in general, does not leve
any of its investment activities that would putyipal capital at risk.

At June 30, 2014 , the Company was party to a tftdb pay-floating, receivéixed interest rate swap contracts designated ie
value hedges of fixed-rate notes in which the mati@mounts match the amount of the hedged fixefrates. There are foswaps maturin
in 2016 with notional amounts of $250 million edbht effectively convert the Company’s 0.70% fixatie notes due in 2016 to floatingte
instruments; four swaps maturing in 2018 with neéiloamounts of $250 million each that effectivebneert the Company’s 1.30% fixeedte
notes due in 2018 to floating-rate instrumentsy fewaps maturing in 2017, one with a notional anhafr$200 million , twowith notiona
amounts of $250 million each, and one with a n@i@mount of $300 million , that effectively convére Company’s 6.00% fixexite note
due in 2017 to floating-rate instruments; and thee@ps maturing in 2019, two with notional amounft$200 million each, and oneith a
notional amount of $150 million , that effectivelgnvert a portion of the Company’s 5.00fdtes due in 2019 to floating rate instruments.
interest rate swap contracts are designated heafgth®e fair value changes in the notes attributablehanges in the benchmark Lon
Interbank Offered Rate (“LIBOR"$wap rate. The fair value changes in the noteibatéble to changes in the LIBOR are recorded fares
expense and offset by the fair value changes iswap contracts. The cash flows from these corstraret reported as operating activities ir
Consolidated Statement of Cash Flows.
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Presented in the table below is the fair valueasfuétives on a gross basis segregated betweea tressr/atives that are designe
as hedging instruments and those that are notmigsid as hedging instruments:

June 30, 2014 December 31, 2013
Fair Value of Derivative Fair Value of Derivative
U.S. Dollar U.S. Dollar
(% in millions) Balance Sheet Caption Asset Liability Notional Asset Liability Notional
Derivatives Designated as Hedging Instruments
Interest rate swap contracts (non-current) Othsets $ 23 % — % 1,55 $ 13 $ — % 1,55(
Interest rate swap contracts (non-current) Other noncurrent liabilities _ 14 2,00( — 25 2,00(
Foreign exchange contracts (current) Deferrednmetaxes and
other current assets 361 — 6,072 49: — 4,427
Foreign exchange contracts (non-current) Other assets 31¢ — 5,90 51F — 6,67¢
Foreign exchange contracts (current) Accrued @her@urrent
liabilities — 1 45( — 19 1,65¢
Foreign exchange contracts (non-current) Other noncurrent liabilities — 5 52C — — —
$ 697 $ 20 $ 1649% $ 1,021 % 44 $ 16,31
Derivatives Not Designated as Hedging Instrume
Foreign exchange contracts (current) Deferrednmetaxes and
other current assets $ 45 % —  $ 430 $ 69 $ — 3 5,70¢
Foreign exchange contracts (current) Accrued and other current
liabilities — 67 6,25: — 14C 7,892
$ 45 % 67 $ 1055 $ 68 $ 14C  $ 13,59
$ 74z $ 87 $ 27,05 % 1,09C $ 184 $ 29,90¢

As noted above, the Company records its derivatrea gross basis in the Consolidated Balance ShketCompany has mas
netting agreements with several of its financiatitation counterparties (s€&oncentrations of Credit Rigkelow). The following table provid
information on the Company’derivative positions subject to these masteringetirrangements as if they were presented on dast
allowing for the right of offset by counterpartycaoash collateral exchanged per the master agréemed related credit support annexes:

June 30, 2014 December 31, 2013
(% in millions) Asset Liability Asset Liability
Gross amounts recognized in the consolidated belsineet $ 742 $ 87 $ 1,000 $ 184
Gross amount subject to offset in master nettingrgements
not offset in the consolidated balance sheet (85) (85) 147 (147)
Cash collateral (received) posted (427) — (652) —
Net amounts $ 23C % 2 $ 291 % 37
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The table below provides information on the locatand pretax gain or loss amounts for derivatibes are: (i) designated in a 1
value hedging relationship, (ii) designated in aefgn currency cash flow hedging relationship,) @iesignated in a foreign currency
investment hedging relationship and (iv) not deafgd in a hedging relationship:

Three Months Ended Six Months Ended
June 30, June 30,
(% in millions) 2014 2013 2014 2013
Derivatives designated in a fair value hedging tielaship
Interest rate swap contracts
Amount of (gain) loss recognized @ther (income) expense, neh derivatives $ @an $ 33 $ 1) $ 33
Amount of loss (gain) recognized @ther (income) expense, neh hedged item 1€ (33) 2C 39
Derivatives designated in foreign currency caskfledging relationships
Foreign exchange contracts
Amount of (gain) loss reclassified froADCI to Sales (4) 2 2 34
Amount of loss (gain) recognized@CI on derivatives 5E (36) 157 (385)
Derivatives designated in foreign currency neestment hedging relationships
Foreign exchange contracts
Amount of gain recognized i@ther (income) expense, neh derivatives® 1) 1) (©)] 3)
Amount of loss (gain) recognized@CI on derivatives 7 (65) 5C (244)
Derivatives not designated in a hedging relatiopshi
Foreign exchange contracts
Amount of loss (gain) recognized @ther (income) expense, neh derivatives® 5¢ (32 (23) 8)
Amount of loss (gain) recognized $ales — 7 — (©)]

®There was no ineffectiveness on the hedge. Repsaseramount excluded from hedge effectivenetisges
@These derivative contracts mitigate changes inviiiee of remeasured foreign currency denominatedataoy assets and liabilities attributable to chasdn foreign currency
exchange rates.

At June 30, 2014 , the Company estimates $49 milbpretax net unrealized gains on derivatives niaguwithin the next 1
months that hedge foreign currency denominateds saler that same period will be reclassified frA@CI to Sales. The amount ultimate
reclassified tdSalesmay differ as foreign exchange rates change. R=hlizins and losses are ultimately determined tiuabexchange rates
maturity.

Investments in Debt and Equity Securities

Information on available-for-sale investments isa®ws:

June 30, 2014 December 31, 2013
Fair Amortized Gross Unrealized Fair Amortized Gross Unrealized

($ in millions) Value Cost Gains Losses Value Cost Gains Losses
Corporate notes and bonds $ 8,847 $ 8,79C $ 55 $ 2 $ 7,05¢ % 7,037 9% 32 % (15)
Commercial paper 2,927 2,927 — — 1,20¢ 1,20¢ — —
U.S. government and agency securities 1,741 1,74¢ 3 (0] 1,23¢ 1,23¢ 1 4)
Asset-backed securities 1,35( 1,34¢ 3 2 1,30( 1,30: 1 (4)
Mortgage-backed securities 514 514 2 ()] 47€ 47¢ 2 5)
Foreign government bonds 464 462 1 — 12t 12¢ — Q)
Equity securities 67: 57¢ 95 — 471 397 74 —

$ 1651¢ $ 16,36t $ 15¢ % (m $ 1186 $ 11,78 $ 11¢ % (29

Available-for-sale debt securities includedShort-term investmentstaled $3.7 billion at June 30, 20140f the remaining de
securities, $11.3 billion mature within five yeatd.June 30, 2014 and December 31, 2013 , there m@idebt securities pledged as collateral.

Fair Value Measurements

Fair value is defined as the exchange price thatldvbe received for an asset or paid to transfiéakility (an exit price) in th
principal or most advantageous market for the amskability in an orderly transaction between ketrparticipants on the measurement «
The Company uses a fair value hierarchy which medmthe use of observable inputs and minimizesutieeof unobservable inputs wl
measuring fair value. There are three levels ofiispsed to measure fair value with Level 1 hativeghighest priority and Level 3 having
lowest:
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Level 1- Quoted prices (unadjusted) in active marketsdentical assets or liabilities.

Level 2- Observable inputs other than Level 1 prices, saaglyuoted prices for similar assets or liabilit@spther inputs that &
observable or can be corroborated by observablkandata for substantially the full term of theets=or liabilities.

Level 3- Unobservable inputs that are supported by little@market activity. Level 3 assets are those whadues are determin
using pricing models, discounted cash flow methogdigls, or similar techniques with significant unety&ble inputs, as well
instruments for which the determination of fairu@kequires significant judgment or estimation.

If the inputs used to measure the financial assedisliabilities fall within more than one level debed above, the categorizatiol
based on the lowest level input that is signifidarthe fair value measurement of the instrument.

Financial Assets and Liabilities Measured at Faalie on a Recurring Bas
Financial assets and liabilities measured at falues on a recurring basis are summarized below:

Fair Value Measurements Using Fair Value Measurements Using
Quoted Prices Significant Quoted Prices Significant
In Active Other Significant In Active Other Significant
Markets for Observable Unobservable Markets for Observable Unobservable
Identical Assets Inputs Inputs Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total (Level 1) (Level 2) (Level 3) Total
($ in millions) June 30, 2014 December 31, 2013
Assets
Investments
Corporate notes and bonds  $ — 3 8,84: $ — 3 8,84: $ — 3 7,05¢  $ — % 7,05¢
Commercial paper — 2,92 — 2,92 — 1,20¢ — 1,20¢
U.S. government and agency
securities — 1,745 — 1,745 — 1,23¢ — 1,23¢
Asset-backed securiti¢$ — 1,35( — 1,35( — 1,30C — 1,30(
Mortgage-backed securiti€s — 514 — 514 — 47€ — 47¢€
Foreign government bonds — 464 — 464 — 12t — 12t
Equity securities 42¢ — — 42t 23¢ — — 23¢
42¢ 15,84t — 16,27( 23¢ 11,39% — 11,63t

Other assets

Securities held for employee
compensation 192 55 — 24¢ 18¢ 47 — 23¢

Derivative asset®

Purchased currency options — 62: — 625 — 86¢ — 86¢
Forward exchange contracts — 96 — 96 — 20¢ — 20¢
Interest rate swaps — 23 — 23 — 13 — 13

— 74z — 74z — 1,09C — 1,09(
Total assets $ 61€ $ 16,64: $ — $ 1726C $ 42¢  $ 1253 $ — $ 12,95¢
Liabilities

Derivative liabilities®

Forward exchange contracts $ — S 54 $ — S 54 §$ — S 134 % — S 13¢
Written currency options — 19 — 19 — 25 — 28
Interest rate swaps — 14 — 14 — 25 — 25
Total liabilities $ —  $ 87 $ —  $ 87 $ —  $ 184 % —  $ 18¢

@ primarily all of the assebacked securities are highly-rated (Standard & Peeating of AAA and Moody Investors Service rating of Aaa), secured pritgaiy credit carc
auto loan, and home equity receivables, with weidi#tverage lives of primarily 5 years or less. Mage-backed securities represent Arafed securities issued
unconditionally guaranteed as to payment of priatgnd interest by U.S. government agencies.

@ The fair value determination of derivatives incladie impact of the credit risk of counterpartiegtte derivatives and the Compasipwn credit risk, the effects of which w
not significant.

There were no transfers between Level 1 and Lewdlirihg the first six months of 2014 . As of Juile 2014 ,Cash and cas
equivalentof $9.7 billion included $8.7 billionf cash equivalents (considered Level 2 in thevalue hierarchy). The Company has liabili
related to contingent consideration (consideredeL@vin the fair value hierarchy) associated witlsihess combinations, the fair value
which were $73 million and $69 million at June 2014 and December 31, 2013, respectively.

Other Fair Value Measurements



Some of the Company’financial instruments, such as cash and cashvaguis, receivables and payables, are reflecteitie
balance sheet at carrying value, which approximfaiesalue due to their short-term nature.
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The estimated fair value of loans payable and tengy debt (including current portion) at June 30142 , was$24.2 billior
compared with a carrying value of $23.1 billion amtdecember 31, 2013 , was $25.5 billion compavitd a carrying value of $25.1 billion
Fair value was estimated using recent observabtkenprices and would be considered Level 2 inféirevalue hierarchy.

Concentrations of Credit Risk

On an ongoing basis, the Company monitors condiongaof credit risk associated with corporate gmyernment issuers
securities and financial institutions with whichcibnducts business. Credit exposure limits arebbsiteed to limit a concentration with &
single issuer or institution. Cash and investmeangsplaced in instruments that meet high creditiyustandards as specified in the Company’
investment policy guidelines.

The majority of the Compang’accounts receivable arise from product salebarlnited States and Europe and are primarily
from drug wholesalers and retailers, hospitals,egoment agencies, managed health care providerspladnacy benefit managers.”
Company monitors the financial performance anditkedthiness of its customers so that it can priypassess and respond to changes in
credit profile. The Company also continues to mmm#&conomic conditions, including the volatilitysasiated with international sovere
economies, and associated impacts on the finanwakets and its business, taking into consideragiotal economic conditions and
ongoing sovereign debt issues in certain Europeamtdes. The Company continues to monitor the itraold economic conditions witt
Greece, Italy, Spain and Portugal, among other neesndif the EU. These economic conditions, as veelhlerent variability of timing of ca
receipts, have resulted in, and may continue taltré@s, an increase in the average length of tilve it takes to collect accounts receivi
outstanding. As such, time value of money discolnatge been recorded for those customers for whidleation of accounts receivable
expected to be in excess of one year. At June@®D4 and December 31, 2018®ther assetincluded $275 milliorof accounts receivable t
expected to be collected within one year. The Campaioes not expect to have writfs or adjustments to accounts receivable whichld
have a material adverse effect on its financialtjpes liquidity or results of operations.

At June 30, 2014 , the Company’s accounts recatvablGreece, Italy, Spain and Portugal totaled @gprately $1.0 billion. Of
this amount, hospital and public sector receivablese approximately $665 million in the aggregatiewhich approximately 11% , 42%36%
and 11% related to Greece, Italy, Spain and Poltugspectively. At June 30, 2014 , the Compartgtal net accounts receivable outstan
for more than one year were approximately $200ionil] of which approximately 45%&lated to accounts receivable in Greece, Italgirsant
Portugal, mostly comprised of hospital and pubdicter receivables.

Additionally, the Company continues to expand ia é§merging markets. Payment terms in these maadsto be longer, resulti
in an increase in accounts receivable balancesrtain of these markets.

Derivative financial instruments are executed urd@rnational Swaps and Derivatives Associatiorsteraagreements. The ma
agreements with several of the Companfihancial institution counterparties also incluckedit support annexes. These annexes c(
provisions that require collateral to be exchangglending on the value of the derivative assetdiahilities, the Company credit rating, ar
the credit rating of the counterparty. As of JuBe 214 and December 31, 2013, the Company ha&iveztcash collateral of $427 milli@amnc
$652 million , respectively, from various countetfs and the obligation to return such collatésatecorded iPAccrued and other curre
liabilities . The Company had not advanced any cash collatecalunterparties as of June 30, 2014 or Decenthe2(BL3 .

5. Inventories
Inventories consisted of:

(% in millions) June 30, 2014 December 31, 2013
Finished goods $ 2,12t % 1,73¢
Raw materials and work in process 5,24¢ 5,89/
Supplies 21€ 22t
Total (approximates current cost) 7,59( 7,851
Increase to LIFO costs 16¢ 73
$ 7,75¢ % 7,93(
Recognized as:
Inventories $ 6,13¢ $ 6,22¢
Other assets 1,62: 1,70«

Amounts recognized aSther asset@re comprised almost entirely of raw materials amak in process inventories. Aune 3(
2014 and December 31, 2013, these amounts incliddoillion and $1.5 billion , respectively, ofvientories not
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expected to be sold within one year. In addititvese amounts included $201 million and $177 milkdrJune 30, 2014 aridecember 3:
2013, respectively, of inventories produced irpgration for product launches.

6. Other Intangibles

In connection with mergers and acquisitions, them@any measures the fair value of marketed prodants research a
development pipeline programs and capitalizes thessunts. During the second quarter and firstnsidaths of 2014, the Company recor
intangible asset impairment charges of $660 millidihin Materials and productiorosts related to certain products marketed by thagzan)
for the treatment of chronic HCV. Of this amouri2$ million related tdPeglntronand $137 million related tWictrelis . Sales ofPegintror
and Victrelis are being adversely affected by loss of marketesloarpatient treatment delays in markets antiaigathe availability of ne
therapeutic options. During the second quarteseheends accelerated more rapidly than previocasticipated by the Company, which le(
changes in the cash flow assumptions for elyintronandVictrelis. These revisions to cash flows indicated thatRlglntronand Victrelis
intangible asset values were not recoverable onraliscounted cash flows basis. The Company utilizedket participant assumptions
determine its best estimate of the fair valueshefihtangible assets relatedReglntronand Victrelis that, when compared with their rela
carrying values, resulted in impairment chargesaatbove.

During the second quarter and first six monthsG@if3 the Company recorded an intangible asset rnmeait charge 0$330 millior
within Materials and productioncosts resulting from lower cash flow projections ®aphris/Sycrestlue to reduced expectations
international markets and in the United States.s€éhevisions to cash flows indicated that 8aphris/Sycreshtangible asset value was
recoverable on an undiscounted cash flows basie. Gompany utilized market participant assumptiond eonsidered several differ
scenarios to determine its best estimate of thevidue of the intangible asset relatedS@phris/Sycreghat, when compared with its rela
carrying values, resulted in the impairment chargied above.

In addition, during the second quarter and firstrsbnths of 2013 , the Company recorded $234 miliiad $264 milliorof IPR&D
impairment charges withiResearch and developmapenses. Of these amounts, $181 million relatdtidonriteoff of the intangible ass
associated with preladenant as a result of theodtswation of the clinical development program fiois compound. In addition, the Comp
recorded impairment charges resulting from chaimgeash flow assumptions for certain compounds. fEngaining impairment charges for
first six months of 2013 related to pipeline programs thdtgraviously been deprioritized and were subsedyideemed to have no alternat
use in the period.

The Company may recognize additional r@sh impairment charges in the future related keromarked products or pipel
programs and such charges could be material.

7. Joint Ventures and Other Equity Method Affiliates

Equity income from affiliates reflects the performea of the Company’joint ventures and other equity method affilizesl wa
comprised of the following:

Three Months Ended Six Months Ended
June 30, June 30,
(% in millions) 2014 2013 2014 2013
AstraZeneca LP $ 94 $ 108 $ 19z $ 23C
Other® (2 11 25 1¢
$ 922 $ 11€ % 217 $ 24¢

@ As noted below, as of July 1, 2014, the Comparignger records equity income from AZl
@Includes results from Sanofi Pasteur MSD.

AstraZeneca LI

In 1998, Merck and Astra completed the restructuohthe ownership and operations of their exisjoigt venture whereby Mer
acquired Astra’s interest in KBI Inc. (“KBI”") andoatributed KBI's operating assets to a new U.S. limited partnergkstra Pharmaceutici
L.P. (the “Partnership”), in exchange for a li#hited partner interest. Astra contributed the assets of its wholly owned subsidiary, A
USA, Inc., to the Partnership in exchange for a 3¥eral partner interest. The Partnership, renakstrdiZeneca LP (“AZLP”) upon Astrs’
1999 merger with Zeneca Group Plc, became the sixelulistributor of the products for which KBI rited rights.

On June 30, 2014, AstraZeneca exercised its optigpurchase Merck’s interest in KBI for $419 mitliicn cash. Of this amoul
$327 million reflects an estimate of the fair vabfeMerck’s interest in Nexium and Prilosec. This portiortaf exercise price, which is subj
to a true-up in 2018 based on actual sales frosirgoin 2014 to June 2018, was deferred and willdoegnized over time i@ther (income
expense, neis the contingency is eliminated as sales occw.rémaining exercise price of $91 million primanigpresents a multiple oér
times Merck’s average 1% annual profit allocationthe partnership
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for the three years prior to exercise. Merck reéogphthe $91 million as a gain in the second quantel first six months of 2014 withidthel
(income) expense, nefs a result of AstraZeneca'’s option exercise,Gbepanys remaining interest in AZLP was redeemed. Accalginthe
Company also recognized a non-cash gain of appaieign $650 million in the second quarter and fsst months of 2014 withirOthel
(income) expense, nesulting from the retirement of $2.4 billion of KBreferred stock (see Note 9), the eliminatiorthef Company’sb1.4
billion investment in AZLP and a $340 million redion of goodwill. This transaction resulted in & tex benefit of $517 million the secon
quarter and first six months of 2014 primarily eefing the reversal of deferred taxes on the Azl s$tment balance.

As a result of AstraZeneca exercising its opticpaJuly 1, 2014, the Company no longer recordstgdgncome from AZLP an
supply sales to AZLP have terminated.

Summarized financial information for AZLP is asléols:

Three Months Ended Six Months Ended
June 30, June 30,
($ in millions) 2014 2013 2014 2013
Sales $ 1,12 % 1,42 $ 2208 $  2,30(
Materials and production costs 581 57t 1,04¢ 1,12¢
Other expense, net 194 41¢ 604 801
Income before taxe€s $ 348 $ 148 $ 557 $ 37:

@ Merck's partnership returns from AZLP were generally tantually determined as noted above and were aset on a percentage of income from AZLP, other tith
respect to Merck’s 1% limited partnership interest.

8. Contingencie:

The Company is involved in various claims and lggalceedings of a nature considered normal toussness, including prodt
liability, intellectual property, and commerciatigiation, as well as additional matters such astrast actions and environmental matt
Except for theVioxx Litigation (as defined below) for which a separassessment is provided in this Note, in the opioibthe Company, it
unlikely that the resolution of these matters wél material to the Company’s financial positiorsulés of operations or cash flows.

Given the nature of the litigation discussed belmeluding theVioxxLitigation, and the complexities involved in thesatters, th
Company is unable to reasonably estimate a poskibteor range of possible loss for such mattetd tire Company knows, among ot
factors, (i) what claims, if any, will survive disgitive motion practice, (ii) the extent of theioia, including the size of any potential cli
particularly when damages are not specified orirdeterminate, (iii) how the discovery process wiffect the litigation, (iv) the settlemt
posture of the other parties to the litigation &idany other factors that may have a materialotid@ the litigation.

The Company records accruals for contingencies whésn probable that a liability has been incurr@dd the amount can
reasonably estimated. These accruals are adjustémtiigally as assessments change or additionatnrdtion becomes available. For proc
liability claims, a portion of the overall accruial actuarially determined and considers such factésr past experience, number of cli
reported and estimates of claims incurred but reit rgported. Individually significant contingentsées are accrued when probable
reasonably estimable. Legal defense costs expéotdxk incurred in connection with a loss contingeace accrued when probable
reasonably estimable.

The Companys decision to obtain insurance coverage is depérmemarket conditions, including cost and avallphiexisting a
the time such decisions are made. The CompanyJsdisated its risks and has determined that the afosbtaining product liability insuran
outweighs the likely benefits of the coverage tisatvailable and, as such, has no insurance féaiogproduct liabilities effective August
2004.

Vioxx Litigation

Product Liability Lawsuit:

As previously disclosed, Merck is a defendant ipragimately 50 federal and state lawsuits (th&/ibxx Product Liability
Lawsuits”) alleging personal injury as a resulttbé use ofVioxx . Most of these cases are coordinated in a muttictiditigation in the
U.S. District Court for the Eastern District of Lisiana (the “VioxxMDL") before Judge Eldon E. Fallon.

As previously disclosed, Merck is also a defendargpproximately 3@utative class action lawsuits alleging economjarinas
result of the purchase dfioxx. All but two of those cases are in tM®xxMDL. Merck has reached a resolution, approved tgéuFallon, ¢
these class actions in tMeoxx MDL. One objector to the settlement has filed apesb from the approval order, which is pending befi¢
U.S. Court of Appeals for the Fifth Circuit. Undire settlement, Merck will pay up to $23 milliea pay all properly documented clai
submitted by class members, approved attorneys’dad expenses, and
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approved settlement notice costs and certain @terinistrative expenses. The court entered an @plgroving the settlement on Januat
2014. The deadline for members to submit claimseurtde settlement was May 6, 2014 and the clainsirastrator is currently reviewir
claims submitted under the settlement protocol.

Merck is also a defendant in lawsuits brought layesAttorneys General of four statesAtaska, Mississippi, Montana and Utah.
of these actions were pending in tmxx MDL proceeding, although Judge Fallon asked thatJdirdicial Panel on Multidistrict Litigatit
(“JPML") remand the Alaska, Montana and Utah cases to ¢higjinal federal courts. The JPML then issued ctiodal remand orders in
three cases, and set a briefing schedule for ajegtidns to the remand. Merck has filed motionsadoate the remand orders. These four ac
allege that Merck misrepresented the safetyiokxand seek recovery for expenditures\oxx by governmentunded health care prograr
such as Medicaid, and/or penalties for alleged Gows Fraud Act violations. In November 2013, thecGit Court of Franklin Count
Kentucky approved a settlement in an action filgdhHe Kentucky Attorney General, under which Meagkeed to pay Kentucky $25 millida
resolve its lawsuit and the related appeals.

Shareholder Lawsuits

As previously disclosed, in addition to t@xx Product Liability Lawsuits, various putative clesstions and individual lawsu
under federal securities laws and state laws haes filed against Merck and various current andnéorofficers and directors (theVioxx
Securities Lawsuits”). TheioxxSecurities Lawsuits are coordinated in a multidistitigation in the U.S. District Court for theifirict of New
Jersey before Judge Stanley R. Chesler, and haredmnsolidated for all purposes. In August 201tigé Chesler granted in part and de
in part Mercks motion to dismiss the Fifth Amended Class Act@smplaint in the consolidated securities action.ofg other things, tt
claims based on statements made on or after thetaol withdrawal oVioxxon September 30, 2004, have been dismissed. Irhé&cad11
defendants answered the Fifth Amended Class Adfiomplaint. In April 2012, plaintiffs fled a motioffor class certification and,
January 2013, Judge Chesler granted that motioMadrch 2013, plaintiffs filed a motion for leave &mnend their complaint to add cer!
allegations to expand the class period. In May 2818 court denied plaintiffghotion for leave to amend their complaint to expémal clas
period, but granted plaintiffdeave to amend their complaint to add certain aliegs within the existing class period. In Jun&2(laintiffs
filed their Sixth Amended Class Action Complaint.July 2013, defendants answered the Sixth Amefass Action Complaint. Discove
has been completed and is now closed. Under th#*s€saheduling order, dispositive motions haverbfesly briefed.

As previously disclosed, several individual sedesittawsuits filed by foreign institutional investoalso are consolidated with
Vioxx Securities Lawsuits. In October 2011, plaintifiedi amended complaints in each of the pending iddal securities lawsuits. Also
October 2011, an individual securities lawsuit (tk8C Lawsuit”) was filed in the District of New Jersey by sevdiakign institutione
investors; that case is also consolidated withuioxx Securities Lawsuits. In January 2012, defendafed finotions to dismiss in one of
individual lawsuits (the “ABP Lawsuit”)Briefing on the motions to dismiss was completedviarch 2012. In August 2012, Judge Che
granted in part and denied in part the motionsismiss the ABP Lawsuit. Among other things, certalleged misstatements and omiss
were dismissed as inactionable and all state lawnsl were dismissed in full. In September 2012eéants answered the complaints i
individual actions other than the KBC Lawsuit; & tsame day, defendants moved to dismiss the comhpiahe KBC Lawsuit on statute
limitations grounds. In December 2012, Judge Chedémied the motion to dismiss the KBC Lawsuit aimdJanuary 2013, defenda
answered the complaint in the KBC Lawsuit. Discgvieas been completed and is now closed. Underdhd’s scheduling order, disposit
motions have been fully briefed. In March and A@@14, four additional individual securities conipta were filed by institutional investc
that opted out of the class action referred to abdhe new complaints are substantially similath® complaints in the other individ
securities lawsuits.

Insurance

The Company has Directors and Officers insuraneerage applicable to théioxx Securities Lawsuits with remaining stated u
limits of approximately $145 million , which is aently being used to partially fund the Companiggal fees. As a result of the previol
disclosed insurance arbitration, additional insueanoverage for these claims should also be avajlifoneeded, under uppével exces
policies that provide coverage for a variety oksisThere are disputes with the insurers abouttadability of some or all of the Company’
insurance coverage for these claims and therekalg to be additional disputes. The amounts abttuakovered under the policies discusse
this paragraph may be less than the stated uppis.li

International Lawsuit:

As previously disclosed, in addition to the lawsudiscussed above, Merck has been named as a defénditigation relating t
Vioxxin Brazil, Canada, Europe and Israel (collectivéig “VioxxInternational Lawsuits”)As previously disclosed, the Company has en
into an agreement to resolve all claims relateifitixxin Canada pursuant to which the Company will pagiaimum of approximately$21
million but not more than an aggregate maximum mfreximately $36 million . The agreement has beppr@aved by courts in Canada’
provinces.
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Reserve:

The Company believes that it has meritorious defeits the remainingfioxx Product Liability LawsuitsVioxx Securities Lawsui
and Vioxx International Lawsuits (collectively, the Vioxx Litigation”) and will vigorously defend against them. In view tbe inherer
difficulty of predicting the outcome of litigatioparticularly where there are many claimants aedctaimants seek indeterminate damage:
Company is unable to predict the outcome of theattars and, at this time, cannot reasonably estirtiegt possible loss or range of loss
respect to the remainingioxx Litigation. The Company has established a reseiitte ngspect to the Canadian settlement, certaierotfoxx
Product Liability Lawsuits and other immaterialtihents related to certaifioxxInternational Lawsuits. The Company also has anatena
remaining reserve relating to the previously diseltVioxxinvestigation for the noparticipating states with which litigation is camting. The
Company has established no other liability resemwitis respect to th&ioxx Litigation. Unfavorable outcomes in théoxx Litigation coulc
have a material adverse effect on the Company&nitiral position, liquidity and results of operaton

Other Product Liability Litigation

Fosamax

As previously disclosed, Merck is a defendant iadpict liability lawsuits in the United States inviolg Fosamax(the “ Fosama
Litigation”). As of June 30, 2014 , approximatelypB0 cases, which include approximately 5, pdintiff groups, had been filed and w
pending against Merck in either federal or staterigancluding one case which seeks class actiatification, as well as damages ant
medical monitoring. In approximately 1,080 these actions, plaintiffs allege, among othéngh, that they have suffered osteonecrosis ¢
jaw (“ONJ"), generally subsequent to invasive dental procediwsesh as tooth extraction or dental implants andelayed healing,
association with the use &bsamax In addition, plaintiffs in approximately 4,430 these actions generally allege that they sustafemu
fractures and/or other bone injuries (“Femur Freegl) in association with the use Bbsamax

In December 2013, Merck reached an agreement mtipte with the Plaintiffs’ Steering Committee (“€3 in the FosamaxON.
MDL (as defined below) to resolve pending ONJ cas®#on appeal in thEosamaxONJ MDL and in the state courts for an aggregateuan
of $27.7 million, which the Company recorded as a liability in fimarth quarter of 2013. Merck and the PSC subsetyufarmalized the termn
of this agreement in a Master Settlement Agreerti@ilJ Master Settlement Agreement”) that was exedub April 2014. All of plaintiffs’
counsel have advised the Company that they inteméiticipate in the settlement plan. As a conditio the settlement, 10086 the state ar
federal ONJ plaintiffs must also agree to partitgépm the settlement plan or Merck can either teatg the agreement, or waive the 1!
participation requirement and agree to a lessatifignamount for the settlement fund. On July 14,£2Merck elected to proceed with the (
Master Settlement Agreement at a reduced fundivgl lEince the current participation level is appmately 95%. Merck has also request
without objection from the PSC, that the judge seeing thecFosamaxONJ MDL enter an order that will require all nparticipants in th
Fosama>ONJ MDL to submit expert reports in order for thefises to proceed any further. The ONJ MastereBwtit Agreement has no efi
on the cases alleging Femur Fractures discussed bel

Cases Alleging ONJ and/or Other Jaw Related Ingirie

In August 2006, the JPML ordered that certBRmssamaxproduct liability cases pending in federal courtgionwide should t
transferred and consolidated into one multidistit@jation (the “FosamaxONJ MDL") for coordinated pre-trial proceedings.€lRosama
ONJ MDL has been transferred to Judge John Keen#reiU.S. District Court for the Southern DistaétNew York. As a result of the JP}
order, approximately 795 of the cases are befalgelkeenan, although, as noted above, these a@ssslgect to the pending settlement.

In addition, in July 2008, an application was mégethe Atlantic County Superior Court of New Jerseguesting that all of tl
Fosamaxcases pending in New Jersey be considered for toesgesignation and centralized management befoecjudge in New Jersey.
October 2008, the New Jersey Supreme Court ordbegdhll pending and future actions filed in Newsdy arising out of the use Bbsama
and seeking damages for existing dental andr@dated injuries, including ONJ, but not solely ldag medical monitoring, be designated .
mass tort for centralized management purposes éefodge Carol E. Higbee in Atlantic County Supe@wurt. As of June 30, 2014
approximately 28@NJ cases were pending against Merck in Atlantiar®p New Jersey, although these cases are algecsub the pendir
settlement described above.

Cases Alleging Femur Fractures

In March 2011, Merck submitted a Motion to Transferthe JPML seeking to have all federal casegialie Femur Fractur
consolidated into one multidistrict litigation fopordinated prarial proceedings. The Motion to Transfer was gednin May 2011, and
federal cases involving allegations of Femur Fractuiave been or will be transferred to a multidistitigation in the District of New Jers
(the “Fosamax~emur Fracture MDL"). As a result of the JPML ordapproximately 1,020 cases were pending inFtisamax-emur Fractui
MDL as of June 30, 2014 . A Case Management Oraer entered requiring the parties to reviewcd3es. Judge Joel Pisano selected
cases from that group to be tried as the initifllNether cases in
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the FosamaxFemur Fracture MDL. The first bellwether casdynn v. Merck, began on April 8, 2013, and the jury returnedeadict ir
Merck’s favor on April 29, 2013; in addition, onnr127, 2013, Judge Pisano granted Mexckotion for judgment as a matter of law in
Glynncase and held that the plaintfffailure to warn claim was preempted by federal. ldudge Pisano set a May 5, 2014, trial datelfe
bellwether trial of a case in which the allegediigjtook place after January 31, 2011. Following tiompletion of fact discovery, the cc
selectedSweet v. Merchks the nexFosamaxFemur Fracture MDL case to be tried on May 5, 2@il#,plaintiffs subsequently dismissed
case. As a result, the May 2014 trial date wasdrétvn.

In addition, Judge Pisano entered an order in Aug0%3 requiring plaintiffs in thEosamaxFemur Fracture MDL to show cat
why those cases asserting claims for a femur fraghjury that took place prior to September 141@0should not be dismissed based ol
court’s preemption decision in tl&ynn case. Plaintiffs filed their responses to the sltawse order at the end of September 2013 and |
filed its reply to those responses at the end abler 2013. A hearing on the show cause order wlbih January 2014 and, on March
2014, Judge Pisano issued an opinion finding thatlaims of the approximately 65flaintiffs who allegedly suffered injuries prior
September 14, 2010 were preempted and orderethibss cases be dismissed. The majority of thosetifls are appealing that ruling to
U.S. Court of Appeals for the Third Circuit. Furnth®re, on June 17, 2014, Judge Pisano granted Meroknary judgment in th@aynorcast
and found that Merck’s updates in January 201 héd-bsamaxabel regarding atypical femur fractures were adgégjas a matter of law &
that Merck adequately communicated those changes.

As of June 30, 2014 , approximately 2,8%3es alleging Femur Fractures have been fileceim Bersey state court and are pen
before Judge Higbee in Atlantic County Superior i&olihe parties selected an initial group ofc2@es to be reviewed through fact discoy
Two additional groups of 50 cases each to be readethrough fact discovery were selected in Nover2Bé&n and March 2014, respectively.

As of June 30, 2014 , approximately 5ddses alleging Femur Fractures have been filedlifiothia state court. A petition was fil
seeking to coordinate all Femur Fracture cased iiileCalifornia state court before a single judg®range County, California. The petition \
granted and Judge Steven Perk is now presiding thvercoordinated proceedings. In March 2014, Jueigék directed that a group @b
discovery pool cases be reviewed through fact eissgoand scheduled dates in February, April ane 2015 for trials of three individual ca
that will be selected from that group.

Additionally, there are four Femur Fracture casasding in other state courts.

Discovery is ongoing in theosamaxFemur Fracture MDL and in state courts where FeRracture cases are pending anc
Company intends to defend against these lawsuits.

Januvia/Janume

As previously disclosed, Merck is a defendant iodoict liability lawsuits in the United States inviolg Januviaand/orJanumet As
of June 30, 2014 , approximately 490 product ukems were served on, and are pending against, Rvaleging generally that use dénuviz
and/orJanumetcaused the development of pancreatic cancer. Tdwaplaints were filed in several different statel &deral courts. Most
the claims are pending in a consolidated multigistitigation proceeding in the U.S. District Codior the Southern District of California cal
“In re Incretin-Based Therapies Products Liabilittigation.” That proceeding includes federal lawsuits allegiagcreatic cancer due to us
the following medicinesJanuvia, Janumet Byetta and Victoza, the latter two of which areducts manufactured by other pharmacet
companies. In addition to the cases noted aboeeCtimpany has agreed, as of June 30, 2014, tthéositatute of limitations for 1&dditiona
claims. The Company intends to defend against tlaessuits.

NuvaRing

As previously disclosed, beginning in May 2007, ummber of complaints were filed in various jurisébcis asserting claims agai
the Company’s subsidiaries Organon USA, Inc., OogaRharmaceuticals USA, Inc., Organon Internatigoallectively, “Organon”)and th
Company arising from Organon’s marketing and sél&lwvaRing(the “ NuvaRingLitigation”), a combined hormonal contraceptive vac
ring. The plaintiffs contend that Organon and SifiePlough, among other things, failed to adeqyadelign and manufactuMuvaRinganc
failed to adequately warn of the alleged increassddof venous thromboembolism (“VTE”) posed HyvaRing, and/or downplayed the risk
VTE. The plaintiffs seek damages for injuries afldly sustained from their product use, includingneacalleged deaths, heart attacks
strokes. The majority of the cases are currenthdpeg in a federal multidistrict litigation (theNuvaRingMDL") venued in Missouri and ir
coordinated proceeding in New Jersey state court.

As of June 30, 2014 , there were approximately A MdvaRingcases (excluding unfiled cases). Of these caspspxdimatelyl,72(
are or will be pending in thHuvaRingMDL in the U.S. District Court for the Eastern Dist of Missouri before Judge Rodney Sippel,
approximately 21@re pending in coordinated proceedings in the Be@munty Superior Court of New Jersey before Jiglign R. Martinotti
Eight additional cases are pending in various other st@aets, including cases in a coordinated stategwding in the San Francisco Supe
Court in California before Judge John E. Munter.
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Merck and negotiating plaintiffs’ counsel agreeditsettlement of thuvaRingLitigation to resolve all filed cases as of Febya,
2014, and all unfiled claims under retainer by amimprior to that date. Pursuant to this settleragntement, which became effective as of
4, 2014, Merck will pay a lump total settlement$df00 million to resolve more than 958kthe cases filed and under retainer by counsef
February 7, 2014. The vast majority of the plafatifith pending lawsuits have opted into the setdat and all participants in the settlen
have tendered dismissals of their cases to theemetht administrator. The dismissals will be filwith the courts upon completion of -
settlement administration process. The Companyckesain insurance coverage available to it, whglkurrently being used to partially ft
the Companys legal fees. This insurance coverage will alsade to fund the settlement. Any plaintiffs nottjggpating in the settlement w
choose to proceed with their case, as well as atwd plaintiffs, in theNuvaRingMDL or New Jersey state court will be obligatednee
various discovery and evidentiary requirements utitke case management orders ofMuwaRingMDL and New Jersey state courts. Plain
who fail to fully and timely satisfy these requirents under set deadlines will be subject to dismhis#h prejudice.

Propecia/Proscal

As previously disclosed, Merck is a defendant indoict liability lawsuits in the United States inviolg Propeciaand/orProscar.
As of June 30, 2014 , approximately 1,280 lawsnN®lving a total of approximately 1,550aintiffs (in a few instances spouses are joing
plaintiffs in the suits) who allege that they hasgerienced persistent sexual side effects follgveiessation of treatment wiBropeciaand/o
Proscarhave been filed against Merck. Approximately 45hef plaintiffs also allege th&ropeciaor Proscarhas caused or can cause pro:
cancer or male breast cancer. The lawsuits have filed in various federal courts and in state taumNew Jersey. The federal lawsuits F
been consolidated for pretrial purposes in a fddatdtidistrict litigation before Judge John Gleasuf the Eastern District of New York. T
matters pending in state court in New Jersey haem lzonsolidated before Judge Jessica Mayer inld&idd County. The Company intend
defend against these lawsuits.

Governmental Proceedings

The Companys subsidiaries in China have received and may moatto receive inquiries regarding their operatifsos variou:
Chinese governmental agencies. Some of these iagjuiray be related to matters involving other malibnal pharmaceutical companies
well as Chinese entities doing business with sumipanies. The Comparsypolicy is to cooperate with these authorities &mgbrovide
responses as appropriate.

Commercial Litigation

Coupon Litigation

In 2012, as previously disclosed, a number of peivhealth plans filed separate putative class matawsuits against tl
Company alleging that Merck’s coupon programs imjuhealth insurers by reducing beneficiarypegriment amounts and, thereby, alleg
causing beneficiaries to purchase higher-pricedjgihan they otherwise would have purchased angasitg the insurergeimbursemel
costs. The actions, which were assigned to a Disftidge in the U.S. District Court for the Distraf New Jersey, sought damages
injunctive relief barring the Company from issuiogupons that would reduce beneficiarypays on behalf of putative nationwide classe
health insurers. Similar actions relating to mantifeer coupon programs were filed against sevett@ropharmaceutical manufacturers
variety of federal courts. On June 30, 2014, thstridit Court granted in part and denied in part &k& motion to dismiss the consolida
amended complaint, dismissing without prejudiceénpiffis’ claims under the federal Racketeering Influencatl@orrupt Organizations statt
but allowing plaintiffs to proceed with their clagnof tortious interference with contract underestatv.

Patent Litigation

From time to time, generic manufacturers of phaemécal products file Abbreviated New Drug Applicas with the U.S. Foc
and Drug Administration (the “FDA") seeking to matkgeneric forms of the Compasyproducts prior to the expiration of relevant pé
owned by the Company. To protect its patent rigihts,Company may file patent infringement lawsagsinst such generic companies. Ce
products of the Company (or products marketed gr@ements with other companies) currently involireduch patent infringement litigati
in the United States includ€ancidas, Emendfor Injection, Invanz, Nasonex, andNuvaRing. Similar lawsuits defending the Compasy’
patent rights may exist in other countries. The @any intends to vigorously defend its patents, Wwhic believes are valid, agail
infringement by generic companies attempting tokeiaproducts prior to the expiration of such pateAs with any litigation, there can be
assurance of the outcomes, which, if adverse, aagdlt in significantly shortened periods of estlity for these products and, with respe
products acquired through mergers and acquisitipotentially significant intangible asset impairmeharges.

Cancidas— In February 2014, a patent infringement lawsuit ilegl in the United States against Xellia Pharmdicals Ap¢
(“Xellia™) with respect to Xellia's application tthe FDA seeking pre-patent expiry approval to magegeneric version ofancidas. The
lawsuit automatically stays FDA approval of Xelfia@pplication until July 2016 or until an adversert decision, if any, whichever may oc
earlier.
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Emendfor Injection — In May 2012, a patent infringemdaivsuit was filed in the United States against $andc. (“Sandoz”jn
respect of Sandoz’s application to the FDA seekiregpatent expiry approval to market a genericisarsf Emendfor Injection. The lawsu
automatically stays FDA approval of Sandoapplication until July 2015 or until an adversert decision, if any, whichever may occur eat
In June 2012, a patent infringement lawsuit wadfih the United States against Accord Healthdare,US, Accord Healthcare, Inc. and Ir
Pharmaceuticals Ltd (collectively, “Intas”) in resp of Intas’ application to the FDA seeking pp@tent expiry approval to market a gen
version ofEmendfor Injection. The Company has agreed with Intast&y the lawsuit pending the outcome of the latwsith Sandoz. In Ju
2014, a patent infringement lawsuit was filed il ttinited States against Fresenius Kabi USA, LLG€8Enius”) in respect of Fresenius
application to the FDA seeking pre-patent expirprapal to market a generic version®fendfor Injection. The lawsuit automatically st:
FDA approval of Fresenius’ application until Noveant2016 or until an adverse court decision, if amlyichever may occur earlier.

Invanz— In July 2014, a patent infringement lawsuit wiedf in the United States against Hospira Inc. @pioa”) in respect ¢
Hospira’s application to the FDA seeking pre-patexpiry approval to market a generic versionlrofanz. The lawsuit automatically ste
FDA approval of Hospira application until November 2016 or until an adeecourt decision, if any, whichever may occuriearAlso in Jul
2014, a patent infringement lawsuit was filed ie thnited States against Sandoz in respect of S&ndpplication to the FDA seeking pre-
patent expiry approval to market a generic versibimvanz. As neither Hospira nor Sandoz challenged anezgshtent coveringnvanz, bott
parties’ application to the FDA will not be appradventil at least that patent expires in May 2015.

Nasonex— In July 2014, a patent infringement lawsuit wagdilin the United States against Teva PharmacesitidSIA, Inc
(“Teva”) in respect of Teva's application to the ABeeking pre-patent expiry approval to market aegie version oNasonex The lawsu
automatically stays FDA approval of Tesapplication until November 2016 or until an adeecourt decision, if any, whichever may o
earlier. A decision issued in June 2013 held thatMerck patent covering mometasone furoate monalyadvas valid, but that it was |
infringed by Apotex Corp.’s proposed product.

NuvaRing— In December 2013, the Company filed a lawsuitirsggaWarner Chilcott Company LLC (“Warner Chilcgtth the
United States in respect of Warner Chilcott’s agailbn to the FDA seeking pre-patent expiry apprtwaell a generic version dfuvaRing.

Anti-PD-1 Antibody Patent Oppositions and Litigation

As previously disclosed, Ono Pharmaceutical Con¢Q has a European patent (EP 1 537 878) (“'81i4}t broadly claims the u
of an anti-PD-1 antibody, such as the Company’s imatherapy, pembrolizumab (MB475), for the treatment of cancer. Ono has presly
licensed its commercial rights to an anti-PD-1 laodly to Bristol-Myers Squibb (“BMS”)n certain markets. The Company believes tha
‘878 patent is invalid and filed an opposition lretEuropean Patent Office (the “EP@§eking its revocation. In June 2014, the Oppm
Division of the EPO found the claims in the ‘878qyd are valid. The Company expects to receivedpposition Division$ written opinion i
the third quarter of 2014, after which it will bagihe appeal process. On April 30, 2014, the Compand three other companies, oppt
another European patent (EP 2 161 336) (*’336") edvby BMS and Ono that it believes is invalid. TB86 patent, if valid, broadly clair
anti-PD-1 antibodies that could include pembroliabm

In May 2014, the Company filed a lawsuit in the tédiKingdom (“UK”) seeking revocation of the UK national versions athbthe
‘878 and ‘336 patents. In July 2014, Ono and BM&dstine Company seeking a declaration that&f& patent would be infringed in the UK
the marketing of pembrolizumab. Separately, the @amg has sought confirmation from Ono and BMS geathbrolizumab would not infrin
the ‘336 patent in the UK. The Company will seekleclaration of nonnfringement from the UK court if BMS does not pide sucl
confirmation. It is anticipated that the issuewvalidity and infringement of both patents will bedrd at the same time by the UK court, w
has scheduled the trial to begin in July 2015.

The Company can file lawsuits seeking revocatiothef‘336 and 878 patents in other national courts in Europengttame, an
Ono and BMS can file patent infringement actionaiast the Company in other national courts in Earapor around the time the Comp
launches pembrolizumab (if approved). If a naticc@lrt determines that the Company infringed adveliaim in the ‘878 or336 patent, Or
may be entitled to monetary damages, includingltiggon future sales of pembrolizumab, and potéigtcould seek an injunction to prev
the Company from marketing pembrolizumab in thatrtoy.

The United States Patent and Trademark Office tgcgranted US Patent Nos. 8,728,474 to Ono and®B1D5 to Ono and BM
These patents, which the Company believes areithak equivalent to the ‘878 angi36 patents, respectively. Ono and BMS have siraita
other patents and applications, which the Compsaijoisely monitoring, pending in the United Stafegyan and other countries.

The Company is confident that it will be able torke pembrolizumab in any country in which it ispapved and that it will not |
prevented from doing so by the Ono or BMS patentng pending applications.
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Other Litigation

There are various other pending legal proceedingslving the Company, principally product liabilignd intellectual proper
lawsuits. While it is not feasible to predict theteome of such proceedings, in the opinion of tleen@any, either the likelihood of loss
remote or any reasonably possible loss associatdtiae resolution of such proceedings is not eigub¢o be material to the Compasy’
financial position, results of operations or caskwé either individually or in the aggregate.

Legal Defense Reserves

Legal defense costs expected to be incurred inemimon with a loss contingency are accrued wherbabte and reasonal
estimable. Some of the significant factors congiden the review of these legal defense reseneasfollows: the actual costs incurred by
Company; the development of the Compariggal defense strategy and structure in lighhefscope of its litigation; the number of casesg
brought against the Company; the costs and outcahe®mpleted trials and the most current informatregarding anticipated timir
progression, and related costs of pre-trial adigieind trials in the associated litigation. Theoant of legal defense reserves aslofie 3(
2014 and December 31, 2013 of approximately $190omiand $160 million , respectively, represertie Companys best estimate of t
minimum amount of defense costs to be incurredimection with its outstanding litigation; howevevents such as additional trials and ¢
events that could arise in the course of its Ittwyacould affect the ultimate amount of legal desfe costs to be incurred by the Company.
Company will continue to monitor its legal defersests and review the adequacy of the associatedvessand may determine to increass
reserves at any time in the future if, based uperfactors set forth, it believes it would be ajpiate to do so.

9. Equity
Accumulated
Common Stock Poatitc]flrn Retained Comg:gﬁ;nsive Treasury Stock Cor,jt?glling

($ and shares in millions) Shares Par Value Capital Earnings Loss Shares Cost Interests Total

Balance at January 1, 2013 3,571 $ 1,78¢ $ 40,64t $ 39,98 $ (4,682) 55C $ (24,71) $ 2,447 $ 55,46:
Net income attributable to Merck & Co., Inc. — — — 2,49¢ — — — — 2,49¢
Cash dividends declared on common stock — — — (2,56¢) — — — — (2,569)
Treasury stock shares purchased — — (500 — 124 (5,60%) — (6,109
Share-based compensation plans and other — — (37)) — — (23 98¢ 1 61¢
Other comprehensive loss — — — — (78) — — (7¢)
Supera joint venture — — 11€ — — — — 112 22¢
Net income attributable to noncontrolling interests — — — — — — — 52 52
Distributions attributable to noncontrolling intste — — — — — — — ®3) 3)
Balance at June 30, 2013 3571 $ 1,78 $ 39,89. $ 39,91t $ (4,760 651 $ (29,339 $ 2,60t $ 50,10t
Balance at January 1, 2014 3,571 $ 1,78¢ $ 40,50¢ $ 39,251 $ (2,197) 65C $ (29,59) $ 2,561 $ 52,32¢
Net income attributable to Merck & Co., Inc. — — — 3,70¢ — — — — 3,70¢
Cash dividends declared on common stock — — — (2,600 — — — — (2,600)
Treasury stock shares purchased — — — — — 60 (3,419 — (3,419
Share-based compensation plans and other — — (309) — — (33 1,45 1 1,14¢
Other comprehensive loss — — — — (247) — — — (247
AstraZeneca option exercise — — — — — — — (2,400 (2,400)
Net income attributable to noncontrolling interests — — — — — — — 55 5E
Distributions attributable to noncontrolling intste — — — — — — — (59 (59)
Balance at June 30, 2014 3,577 $ 1,78¢ $ 40,19¢ $ 40,36¢ $ (2,449 677 $ (31,55) $ 15¢ $ 48,51¢

On May 20, 2013, Merck entered into an acceleratede repurchase (“ASR”) agreement with GoldmachS§#& Co. (‘Goldmar
Sachs”). Under the ASR, Merck agreed to purchase Biilion of Merck’s common stock, in total, with an initial deliveo§ approximatel
99.5 million shares of Merck’s common stock, basadcurrent market price, made by Goldman Sachsdock] and payment &5.0 billior
made by Merck to Goldman Sachs, on May 21, 201& gdyment to Goldman Sachs was recorded as a i@udotshareholdersequity
consisting of a $4.5 billion increase in treasuck, which reflects the value of the initial 99vBllion shares received upon execution, a
$500 million decrease in other-paiteapital, which reflects the value of the stoetdhback by Goldman Sachs pending final settlemépaor
settlement of the ASR on October 31, 2013, Merdeired an additional 5.5 millioshares as determined by the average daily vc
weighted-average price of Merektommon stock during the term of the ASR prograimging the total shares received by Merck unde
program to 105 million . The ASR was entered intospant to a share repurchase program announcilpi, 2013.
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In connection with the 1998 restructuring of Astiarck Inc., the Company assumed $2.4 billgar value preferred stock witt
dividend rate of 5% per annum, which was carrigdKBl and included inNoncontrolling interest®n the Consolidated Balance Sheet
discussed in Note 7, on June 30, 2014, AstraZeexrercised its option to acquire Merskinterest in AZLP and this preferred stock obiiga
was retired.

10. Share-Based Compensation Plar

The Company has share-based compensation planswhitdé the Company grants restricted stock ufiRS{Us”) and performanc
share units (“PSUs") to certain management levgblepees. In addition, employees, nemployee directors and employees of certain ¢
Companys equity method investees may be granted optioparithase shares of Company common stock at thefaket value at the time
grant.

The following table provides amounts of share-basedpensation cost recorded in the Consolidateéi@ent of Income:

Three Months Ended Six Months Ended
June 30, June 30,
($ in millions) 2014 2013 2014 2013
Pretax share-based compensation expense $ 78 % 75 % 134 % 142
Income tax benefit (29 (23) (42) 43
Total share-based compensation expense, net af taxe $ 54 % 52 % 93 $ 9¢

During the first six months of 2014 and 2013 , @@mpany granted 5 million RSUs with a weightagkrage grant date fair value
$58.18 per RSU and 6 million RSUs with a weight@drage grant date fair value of $44.96 per RS¢haetively.

During the first six months of 2014 and 2013 , @@mpany granted 5 million stock options with a virkéglaverage exercise pri
of $56.94 per option and 6 million stock optionghwa weighted-average exercise price of $44.980ption, respectively. The weighted-
average fair value of options granted for the Sistmonths of 2014 and 2013 was $6.79 and $pe2option, respectively, and was determ
using the following assumptions:

Six Months Ended
June 30, 2014

2014 2013
Expected dividend yield 4.2% 4.2%
Risk-free interest rate 2.C% 1.2%
Expected volatility 22.(% 25.(%
Expected life (years) 6.4 7.C

At June 30, 2014 , there was $572 milliohtotal pretax unrecognized compensation expeeakged to nonvested stock optic
RSU and PSU awards which will be recognized oweemhted-average period of 2.1 years . For segmegmirting, shardased compensati
costs are unallocated expenses.

11. Pension and Other Postretirement Benefit Plar

The Company has defined benefit pension plans oay&ligible employees in the United States andartain of its internation
subsidiaries. The net periodic benefit cost of quieins consisted of the following components:

Three Months Ended Six Months Ended
June 30, June 30,

($ in millions) 2014 2013 2014 2013
Service cost $ 15C $ 17¢ $ 30C $ 34t
Interest cost 17¢€ 165 352 331
Expected return on plan assets (307) (272) (602) (547)
Net amortization 27 82 55 16€
Termination benefits 17 3 31 5
Curtailments (23 2 (32 2

$ 4€ 3 146 % 104 $ 29¢
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The Company provides medical benefits, principtdiyts eligible U.S. retirees and similar benefiastheir dependents, through
other postretirement benefit plans. The net cosuoh plans consisted of the following components:

Three Months Ended Six Months Ended
June 30, June 30,
($ in millions) 2014 2013 2014 2013
Service cost $ 19 3 24 % 38 $ 48
Interest cost 29 27 57 54
Expected return on plan assets (35) (32 (69) (63)
Net amortization a7 12 (35) (29
Termination benefits 4 2 8 2
Curtailments (6) 2 (26) 2

$ 6) $ 7 % 27 $ 15

In connection with restructuring actions (see N@jtetermination charges were recorded on pensidnodimer postretirement bent
plans related to expanded eligibility for certamptoyees exiting Merck. Also, in connection witledle restructuring actions, curtailments \
recorded on pension and other postretirement leplafis as reflected in the tables above.

12. Other (Income) Expense, Ne¢

Other (income) expense, net, consisted of:

Three Months Ended Six Months Ended
June 30, June 30,

($ in millions) 2014 2013 2014 2013
Interest income $ (59 $ (65 $ (121 $ (122)
Interest expense 18¢€ 201 37¢€ 38t
Exchange losses 20 55 53 267
Other, net (707) 10 (9049) (46)

$ (55¢) $ 201 $ (596 $ 484

The lower exchange losses in the first six month2014 as compared with the first sixonths of 2013 are due primarily t
Venezuelan currency devaluation. In February 2818,Venezuelan government devalued its currencyi@&oFuertes) from 4.3WEF pe
U.S. dollar to 6.30 VEF per U.S. dollar. The Compaecognized losses due to exchange of approxiyn&tet0 millionin the first quarter «
2013 resulting from the remeasurement of the locahetary assets and liabilities at the new ratece&Slanuary 2010, Venezuela has
designated hyperinflationary and, as a result,|lémeign operations are remeasured in U.S. dolegite the impact recorded in results
operations. Other, net in the second quarter astlsiix months of 2014, includes a gain of $74lianlirelated to AstraZenecabption exercis
(see Note 7). In addition, Other, net in the fabt months of 2014 includes a net gain of $168iamlkelated to the divestiture of Sirna (
Note 3).

Interest paid for the six months ended June 304 20l 2013 was $376 million and $303 million , exdjvely.

13. Taxes on Incomi

The effective income tax rates of (7.5)% and 24f8%the second quarter of 2014 and 2013 , respselgtiand 5.5% and 8.7%6r
the first six months of 2014 and 2013, respedfivedflect the impacts of acquisitioetated costs and restructuring costs, partiallyedfoy thi
beneficial impact of foreign earnings. The effeetimcome tax rates for the second quarter anddixsmonths of 2014 also reflect a net
benefit of $517 million recorded in connection wibktraZeneca option exercise (see Note 7). In addition, thieatize income tax rate for t
first six months of 2014 includes a benefit of apgmately $300 millionassociated with a capital loss generated in tis¢ duarter related
the sale of Sirna (see Note 3). The effective inedax rates for the second quarter and firsnsiaths of 2013 also reflect net benefits f
reductions in tax reserves upon expiration of ajaplie statute of limitations. Additionally, the &dftive income tax rate for the first six mor
of 2013 reflects the favorable impact of tax legfisin enacted in the first quarter of 2013 thatrded the R&D tax credit for both 2012
2013, as well as a benefit of approximately $160ioni associated with the resolution of a previously Idised federal income tax issue
discussed below.

In 2010, the Internal Revenue Service (the “IR®iplized its examination of Schering-Plough’s 2@I®6 tax years. In this au
cycle, the Company reached an agreement with tifedR an adjustment to income related to intercompgaiting matters. This incor
adjustment mostly reduced net operating loss aammdrds and other tax credit carryforwards. The @Gany's reserves for uncertain
positions were adequate to cover all adjustmetdsecto this examination period.
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Additionally, as previously disclosed, the Compamgs seeking resolution of one issue raised durg éxamination through the Il
administrative appeals process. In the first quart®013, the Company recorded an out-of-periadtare benefit of $160 milliomelated to thi
issue, which was settled in the fourth quarter @2 with final resolution relating to interest aveeing reached in the first quarter of 2(
The Companys unrecognized tax benefits related to this issweered the settlement amount. Management concthdéthe exclusion of tt
benefit was not material to prior period finanatdtements.

14. Earnings Per Share

The calculations of earnings per share are asvsllo

Three Months Ended

Six Months Ended

June 30, June 30,

($ and shares in millions except per share amounts) 2014 2013 2014 2013
Net income attributable to Merck & Co., Inc. $ 2,00 $ 906 $ 3,70¢ $ 2,49¢
Average common shares outstanding 2,917 2,97 2,92t 3,00(
Common shares issuabile 32 33 32 3C
Average common shares outstanding assuming dilution 2,94¢ 3,01( 2,957 3,03(
Basic earnings per common share attributable taki&rCo., Inc. common

shareholders $ 06 $ 030 $ 127 $ 0.8:
Earnings per common share assuming dilution atatlila to Merck & Co., Inc. commc

shareholders $ 068 $ 030 $ 128 $ 0.8z

@ |ssuable primarily under sha-based compensation plat

For the three months ended June 30, 2014 and 2013llion and 23 million , respectively, and fdretfirst six months of 201dnc
2013 , 3 million and 32 million , respectively, ocbmmon shares issuable under sh@msed compensation plans were excluded fror
computation of earnings per common share assunilmigod because the effect would have been antigidu

15. Other Comprehensive Income (Los¢

Changes ilAOCIl by component are as follows:

Three Months Ended June 30,

Employee Cumulative Accumulated Other
Benefit Translation Comprehensive
($ in millions) Derivatives Investments Plans Adjustment Income (Loss)
Balance April 1, 2013, net of taxes $ 13¢ $ 74 $ (3,50¢) $ (1,33¢) $ (4,629
Other comprehensive income (loss) before reclassidin
adjustments, pretax 64 (80) 11 (125) (130
Tax (30 4 @ 11) (49
Other comprehensive income (loss) before reclassidin
adjustments, net of taxes 34 (76) 4 (136 (179
Reclassification adjustments, pretax 1 (6) 70 — 65
Tax — 1 (23 — (22)
Reclassification adjustments, net of taxes 1 @ (5) @ 47 ©® — 43
Other comprehensive income (loss), net of taxes 35 (81) 51 (13¢) (131)
Balance June 30, 2013, net of taxes $ 174 $ @) $ (3,455 $ (1,472) $ (4,760)
Balance April 1, 2014, net of taxes $ 66 $ 52 $ (910 $ (1,387 $ (2,179
Other comprehensive income (loss) before reclassifin
adjustments, pretax (55) 44 (55¢) 45 (5249
Tax 19 (2 21€ (4) 22¢
Other comprehensive income (loss) before reclassidin
adjustments, net of taxes (36) 42 (342) 41 (29%)
Reclassification adjustments, pretax @) 35 11 — 42
Tax 1 13 — — 12
Reclassification adjustments, net of taxes Q) @ 22 ©@ 11 @ — 30

Other comnrehensgive income (Ine) net nf t:

20\

Q"RA

221\

A1

MAr\



Balance June 30, 2014, net of taxes $ 27 $ 11€ $ (1,247 $ (1,346 $ (2,442
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Six Months Ended June 30,

Employee Cumulative Accumulated Other
Benefit Translation Comprehensive
($ in millions) Derivatives Investments Plans Adjustment Income (Loss)
Balance January 1, 2013, net of taxes $ (97) $ 73 $ (3,667) $ (99)) $ (4,682
Other comprehensive income (loss) before reclassifin
adjustments, pretax 413 (44 144 (37¢) 13t
Tax (163%) (8) (30) (209) (3049)
Other comprehensive income (loss) before reclassidin
adjustments, net of taxes 25C (52 114 (481) (169
Reclassification adjustments, pretax 33 (34) 142 — 141
Tax (12) 6 (44) — (50)
Reclassification adjustments, net of taxes 21 @ (28) @ 98 ® — 91
Other comprehensive income (loss), net of taxes 271 (80) 212 (481) (78)
Balance June 30, 2013, net of taxes $ 174 $ @) $ (3,45%) $ (1,472 $ (4,760
Balance January 1, 2014, net of taxes $ 132 $ 54 $ (909) $ (1,474 $ (2,199
Other comprehensive income (loss) before reclassifin
adjustments, pretax (157) 39 (572) 121 (569)
Tax B8 5 22¢ 7 29C
Other comprehensive income (loss) before reclassidin
adjustments, net of taxes (102 44 (349 12¢ (279
Reclassification adjustments, pretax 4 30 20 — 46
Tax 1 12 3) — (14)
Reclassification adjustments, net of taxes ) @ 18 @ 17 ® — 32
Other comprehensive income (loss), net of taxes (105) 62 (337) 12¢ (247)
Balance June 30, 2014, net of taxes $ 27 $ 11€ $  (1,24) $ (1,346 $ (2,444

“Relates to foreign currency cash flow hedges tleieweclassified from AOCI to Sales.
@Represents net realized (gains) losses on the sasilable-for-sale investments that were resifisd fromAOCI to Other (income) expense, net
@Includes net amortization of prior service cost autluarial gains and losses included in net perdaénefit cost (see Note 11).

16. Segment Reporting

The Company’s operations are principally managedaoproducts basis and are comprised of four opgrasegments-
Pharmaceutical, Animal Health, Consumer Care ar@mdes (which includes revenue and equity incomenfthe Company relationshi
with AZLP until the June 30, 2014 termination dafE)e Animal Health, Consumer Care and Alliancagrsmts are not material for sepa
reporting. The Pharmaceutical segment includes humealth pharmaceutical and vaccine products medkeither directly by the Company
through joint ventures. Human health pharmaceupcatiucts consist of therapeutic and preventivenegeenerally sold by prescription,
the treatment of human disorders. The Company gedlse human health pharmaceutical products piynaridrug wholesalers and retaile
hospitals, government agencies and managed heatkthpcoviders such as health maintenance orgamizatpharmacy benefit managers
other institutions. Vaccine products consist ofvprive pediatric, adolescent and adult vaccinasarily administered at physician offic
The Company sells these human health vaccines piynta physicians, wholesalers, physician disttdns and government entities. A la
component of pediatric and adolescent vaccinesliste the U.S. Centers for Disease Control andiéirgon Vaccines for Children progre
which is funded by the U.S. government. Additiopathe Company sells vaccines to the Federal govent for placement into vacci
stockpiles. The Company also has animal healthatipais that discover, develop, manufacture and etaakimal health products, includ
vaccines, which the Company sells to veterinaridisgributors and animal producers. Additionallye tCompany has consumer care opera
that develop, manufacture and market overebenter, foot care and sun care products, whictsaldthrough wholesale and retail drug, f
chain and mass merchandiser outlets, as well dsstires and specialty channels. In May 2014, theagany announced that it had ent
into an agreement to sell its Consumer Care busitteBayer (see Note 3).
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Sales of the Company’s products were as follows:

Three Months Ended

Six Months Ended

June 30, June 30,
($ in millions) 2014 2013 2014 2013
Primary Care and Women'’s Health
Cardiovascular
Zetia $ 717 % 65( 1,32¢ % 1,27¢
Vytorin 417 417 771 81C
Diabetes
Januvia 1,05¢ 1,07: 1,91¢ 1,95¢
Janumet 51¢ 474 99t 88t
General Medicine and Women'’s Health
NuvaRing 17¢ 171 34¢€ 32z
Implanon 11¢ 10z 221 187
Follistim AQ 102 134 212 257
Dulera 10z 79 20t 147
Hospital and Specialty
Hepatitis
Peglntron 10z 14z 21¢€ 26¢
Victrelis 46 11€ 10= 22¢
HIV
Isentress 45% 412 84z 778
Hospital
Cancidas 15€ 16: 32z 32¢
Invanz 134 12C 24¢ 23(C
Noxafil 98 71 17z 13¢
Bridion 82 69 15t 131
Primaxin 81 85 151 16¢
Immunology
Remicade 607 527 1,211 1,07¢
Simponi 174 12 33C 22¢
Other
Cosopt/Trusopt 10C 10z 19¢ 20¢
Oncology
Emend 144 13t 26¢€ 25(C
Temodar 93 21¢ 17¢ 43¢
Diversified Brands
Respiratory
Nasonex 25¢ 32t 57C 711
Singulair 284 281 554 61¢
Clarinex 69 64 131 128
Other
Cozaar/Hyzaar 214 25E 41¢ 52z
Arcoxia 141 121 26€ 242
Fosamax 121 144 24~ 281
Zocor 69 74 13z 15¢
Propecia 58 67 131 13t
Remeron 40 53 9C 10¢
Vaccines®”
Gardasil 40¢ 38: 79z 77
ProQuad/M-M-RII /Varivax 32¢ 33¢ 60¢€ 611
RotaTeq 147 144 31€ 30¢

Zostavay 1Ec

111

20C

2anc



Pneumova®3 10z 10¢ 20z 21¢
Other pharmaceuticél 1,20¢ 1,43( 2,38 2,78¢
Total Pharmaceutical segment sales 9,087 9,31( 17,53¢ 18,20:
Other segment sal&s 1,79¢ 1,631 3,33¢ 3,34:
Total segment sales 10,88: 10,94 20,87« 21,54
Other® 51 69 324 137
$ 10,93 $ 11,01 $ 21,19¢  $ 21,68

@ These amounts do not reflect sales of vaccinesisoitst major European markets through the Comisajoynt venture, Sanofi Pasteur MSD, the resultaluith are reflecte

in Equity income from affiliates These amounts do, however, reflect supply sal8anofi Pasteur MSD

@ Other pharmaceutical primarily reflects sales di@thuman health pharmaceutical products, inclugingducts within the franchises not listed sepdyate

® Represents the n-reportable segments of Animal Health, ConsumerrCGard Alliances. The Alliances segment includesmes from the Comparsytelationship with AZLI

Effective July 1, 2014, the Company no longer résa@upply sales from AZLP (see Note

® Other revenues are primarily comprised of miscedtaws corporate revenues, sales related to divgsteducts or businesses and other supply salesnotided in segme
results. Other revenues in the first six months of 2014uidel$232 million received by Merck in connectiothwie sale of the U.S. marketing rightsSaphris(see Note 3

Other revenues also include third-party manufactgrsales, a substantial portion of which was diegsh October 2013 (see Note 2).
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A reconciliation of segment profits tacome before taxas as follows:

Three Months Ended

Six Months Ended

June 30, June 30,
($ in millions) 2014 2013 2014 2013
Segment profits:
Pharmaceutical segment $ 5507 $ 569: $ 10,70 % 11,03¢
Other segments 814 793 1,51z 1,69:
Total segment profits 6,321 6,48¢ 12,21¢ 12,73:
Other profits (losses) 76 4 291 (19
Unallocated:
Interest income 59 65 121 122
Interest expense (18¢) (207) (37¢€) (385)
Equity income from affiliates 29 (12 84 (15)
Depreciation and amortization (681) (458 (1,307 (937)
Research and development (1,369 (1,84¢) (2,657 (3,509
Amortization of purchase accounting adjustments (1,069 (1,185 (2,190 (2,369
Restructuring costs (169 (15%) (28¢) (279
AstraZeneca option exercise 741 — 741 —
Other unallocated, net (1,87¢) (1,459 (2,665 (2,557)
$ 1,891 ¢ 1,248 $ 3,98: $ 2,79t

Segment profits are comprised of segment salestaaglard costs and certain operating expensesdldinecurred by the segmer
For internal management reporting presented tockivef operating decision maker, Merck does notcalle materials and production cc
other than standard costs, the majority of reseanchdevelopment expenses or general and admtiistexpenses, nor the cost of finant
these activities. Separate divisions maintain resjmdity for monitoring and managing these cosis|uding depreciation related to fixed as
utilized by these divisions and, therefore, they ot included in segment profits. In addition,tsaglated to restructuring activities, as we

the amortization of purchase accounting adjustmamsot allocated to segments.

Other profits (losses) are primarily comprised a$cerllaneous corporate profits (losses), as wetipgsating profits (losses) rela

to third-party manufacturing sales, divested presland other supply sales.

Other unallocated, net includes expenses from catp@nd manufacturing cost centers, product inidengsset impairment charg

gains or losses on sales of businesses and oteeellaneous income or expense items.
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Business Developments

In May 2014, the Company announced that it hadredténto a definitive agreement to sell its MercknSumer Care (“MCQ"
business to Bayer AG (“Bayer”) for $14.2 billionnter the terms of the agreement, Bayer will acqMezck’s existing over-theounte
(“OTC") business, including the global trademarlkd gmescription rights fo€laritin and Afrin . The Company expects the pretax gain fron
sale of MCC to be between $11.0 billion and $11ilBoh. Merck expects to close the sale of MCC fre tsecond half of 2014, subjec
customary closing conditions, including regulatapprovals.

The Company also announced a worldwide clinicaletigment collaboration with Bayer to market andedep its portfolio o
soluble guanylate cyclase (“sGC”) modulators. Tihidudes Bayes Adempas (riociguat), the first member of this eélaslass of compounc
Adempas is approved to treat pulmonary arterialehygmsion (“PAH")and is the first and only drug treatment approved patients wit
chronic thromboembolic pulmonary hypertension (“®HE). Adempas is currently marketed in the United States$ Europe for both PA
and CTEPH and in Japan for CTEPH. The two companitsqually share costs and profits from the abtiration and implement a jo
development and commercialization strategy. Théabotation also includes clinical development ofy&gs vericiguat, which is currently
Phase 2 trials for worsening heart failure, as waslbpt-in rights for other earftage sGC compounds in development at Bayer. Mgiltkn
turn make available its earktage sGC compounds under similar terms. In réefurrihese broad collaboration rights, Merck will keaar
upfront payment to Bayer of $1.0 billion with thetential for additional milestone payments uponahkievement of agreagbon sales goa
For Adempas, Bayer will continue to lead commerzadion in the Americas, while Merck will lead coremgialization in the rest of the wor
For vericiguat and other potential dptproducts, Bayer will lead in the rest of worlddaMerck will lead in the Americas. For all prodsienc
candidates included in the agreement, both comgamieshare in development costs and profits dassand will have the right to garomotse
in territories where they are not the lead. Thenfation of this collaboration is subject to the algsof the MCC sale to Bayer.

Also, in May 2014, Merck entered into an agreenmtensell certain ophthalmic products to Santen Phasutical Co., Lt
(“Santen”) in Japan and markets in Europe and Asiaific. The ophthalmic products included in theeaghent areCosopt(dorzolamid
hydrochloride-timolol maleate ophthalmic solutio@psopt PF(dorzolamide hydrochloridémolol maleate ophthalmic solution) 2%/0.¢
Trusopt(dorzolamide hydrochloride ophthalmic solution)ri¢éeophthalmic solution 2%Trusopt PF(dorzolamide hydrochloride ophthalr
solution) preservative-fredimoptic(timolol maleate ophthalmic solutionjmoptic PF(timolol maleate preservative free ophthalmic soh
in unit dose dispenserJjimoptic XE (timolol maleate ophthalmic gel forming solutjpSaflutan(tafluprost) andraptiqom(tafluprosttimolol
maleate ophthalmic solution, in development). Thee@ament provides that Santen make upfront paynwrapproximately $600 milliornc
additional payments based on defined sales milestddanten will also purchase supply of ophthalgylaroducts covered by the agreen
for a two- to five-year period. Upon closing of ttransaction in most markets on July 1, 2014, Santade $548 milliorof the upfron
payments to the Company. The remaining marketsragmto be subject to certain closing conditiond are expected to close by the en
2014.

In August 2014, Merck completed the acquisitiorideinix Pharmaceuticals, Inc. (“ldenixfr $24.50 per share in cash for a tot:
approximately $3.85 billion. Idenix is a biopharreatical company engaged in the discovery and dpuetot of medicines for the treatmen
human viral diseases, whose primary focus is oml#évelopment of next-generation oral antiviral #peutics to treat hepatitis C virus (“HCV”
infection. ldenix currently has three HCV drug ciaades in clinical development: two nucleotide prags (IDX21437 and IDX21459) anc
NS5A inhibitor (samatasvir). These novel candidaies being evaluated for their potential inclusionthe development of all oral, -
genotypic fixed-dose combination regimens.
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Operating Results

Sales

Worldwide sales were $10.9 billion for the secondrer of 2014 , a decline of 1% compared withgbeond quarter of 2013The
revenue decline in the second quarter of 2014 wiserdprimarily by lower sales dfemodar(temozolomide)yVictrelis (boceprevir)Nasone
(mometasone furoate monohydrat€ozaar (losartan potassium)Hyzaar (losartan potassium and hydrochlorothiazide), &wedjintror
(peginterferon alph@b). The sales decline was also attributable tceforevenue as a result of product divestitures dlatirred in 2013
discussed below. These declines were partiallyebfy growth inRemicadg(infliximab), Zetia (ezetimibe),Simponi(golimumab),Janume
(sitagliptin and metformin HCI), andentresqraltegravir), as well as by higher revenue from @ompanys relationship with AstraZeneca
(“AZLP™).

Worldwide sales were $21.2 billion for the first shonths of 2014, a decline of 2% compared with #maesperiod in 2013. Forei
exchange unfavorably affected global sales perfaomdy 1% in the first simonths of 2014. The revenue decline was driven agmilgnby
lower sales offemodar, Nasonex, Victrelis , Cozaar/Hyzaar, Singulair (montelukast sodium) anéegintron.Lower revenue as a result
product divestitures and from AZLP also contributedhe sales decline. These declines were partidiset by higher sales d®emicade
Janumet, Simponi, Isentress, Dulera Inhalation Aerosol (mometasone furoate/formotetohérate dihydrate) andetia. In addition, th
Company recognized revenue of $232 million in tingt Kix months of 2014 in connection with the safiehe U.S. marketing rights ®aphrit
(asenapine).

Global efforts toward health care cost containnoamitinue to exert pressure on product pricing aadket access worldwide. In 1
United States, health care reform is contributiogah increase in the number of patients in the b&diprogram under which sales
pharmaceutical products are subject to substamimtes. In many international markets, governmesmdated pricing actions have redt
prices of generic and patented drugs. In additibhner austerity measures negatively affected thegamys revenue performance in the 1
six months of 2014 The Company anticipates these pricing actionsluéing the biennial price reductions in Japan, atiter austeri
measures will continue to negatively affect revepedormance for the remainder of 2014 .

As discussed in Note 2 to the interim consolidafiedncial statements, on October 1, 2013, the Comwypsold its activ
pharmaceutical ingredient (“API'hanufacturing business and, effective Decembef@13, certain related products within DiversifiechBds
In November 2013, Merck sold the U.S. rights tata@erophthalmic products and in January 2014 doédU.S. marketing rights tBaphris.
The aggregate sales in 2013 associated with thigssteld assets were approximately $570 million. $hkes in 2013 associated with
divested products were approximately $420 millibrvbich approximately $380 million related to thedPmaceutical segment and $40 mil
related to the Consumer Care segment. The salesdeztin 2013 associated with the divested API rfaaaturing business were approxima
$150 million and related to non-segment revenues.

In addition to the above transactions, other ditgsts that remain pending will also negatively aopfuture sales upon closi
Sales in 2013 of the OTC business being sold t@Begclude Consumer Care segment sales of $1i6rhiths well as Pharmaceutical segr
sales of approximately $200 million related to safi¢he prescription rights tGlaritin andAfrin . In addition, sales of the ophthalmic prod
in the international markets being divested to &ar(tnost of which closed on July 1, 2014) were apiprately $400 million in 2013 al
related to the Pharmaceutical segment.
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Sales of the Company'’s products were as follows:

Three Months Ended

Six Months Ended

June 30, June 30,
($ in millions) 2014 2013 2014 2013
Primary Care and Women'’s Health
Cardiovascular
Zetia $ 717 65( 1,32¢ 1,27¢
Vytorin 417 417 771 81C
Diabetes
Januvia 1,05¢ 1,07: 1,91¢ 1,95¢
Janumet 51¢ 474 99t 88t
General Medicine and Women'’s Health
NuvaRing 17¢ 171 34¢€ 32z
Implanon 11¢ 10z 221 187
Follistim AQ 102 134 212 257
Dulera 10z 79 20t 147
Hospital and Specialty
Hepatitis
Peglntron 10z 14z 21¢€ 26¢
Victrelis 46 11¢€ 10t 22¢
HIV
Isentress 45% 412 84z 778
Hospital
Cancidas 15€ 162 32z 32¢
Invanz 134 12C 24¢ 23C
Noxafil 98 71 17z 13¢
Bridion 82 69 15E 131
Primaxin 81 85 151 16¢
Immunology
Remicade 607 527 1,211 1,07¢
Simponi 174 12 33C 22¢
Other
Cosopt/Trusopt 10C 10z 19¢ 20¢
Oncology
Emend 144 13t 26¢€ 25(C
Temodar 93 21¢ 17¢ 43¢
Diversified Brands
Respiratory
Nasonex 25¢ 32t 57C 711
Singulair 284 281 554 61¢
Clarinex 69 64 131 12¢
Other
Cozaar/Hyzaar 214 25E 41¢ 52z
Arcoxia 141 121 26¢ 24z
Fosamax 121 144 24~ 281
Zocor 69 74 13: 15¢€
Propecia 58 67 131 13t
Remeron 40 53 9C 10¢
Vaccines®”
Gardasil 40¢ 38¢ 79z 77z
ProQuad/M-M-RII /Varivax 32€ 33¢ 60¢€ 611
RotaTec 147 144 31¢ 30F¢



Zostavax 15€ 141 29¢ 30¢
Pneumova®3 10z 10¢€ 203 21¢
Other pharmaceuticél 1,20¢ 1,43( 2,381 2,78¢
Total Pharmaceutical segment sales 9,087 9,31( 17,53¢ 18,20:
Other segment sal€s 1,79¢ 1,631 3,33¢ 3,34¢
Total segment sales 10,88: 10,94: 20,87« 21,54
Other® 51 69 324 137
$ 1093« % 11,01 $ 21,19¢ % 21,68:

@ These amounts do not reflect sales of vaccinesisoitst major European markets through the Comisajoynt venture, Sanofi Pasteur MSD, the resultaluith are reflecte

in Equity income from affiliates These amounts do, however, reflect supply sal8amnofi Pasteur MSD.

@ QOther pharmaceutical primarily reflects sales dfi@t human health pharmaceutical products, includingducts within the franchises not listed sepdyai

® Represents the n-reportable segments of Animal Health, ConsumereCand Alliances. The Alliances segment includesrmes from the Comparsytelationship with AZLF

Effective July 1, 2014, the Company no longer rés@upply sales from AZL

® Other revenues are primarily comprised of miscediaus corporate revenues, sales related to divgsteducts or businesses, and other supply salesnohtded in segme
results. Other revenues in the first six month&Qif4 include $232 million received by Merck in cection with the sale of the U.S. marketing riglotSaphris. Other revenue

also include third-party manufacturing sales, astalntial portion of which was divested in Octob8i.3.
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The provision for discounts includes indirect cnséo discounts that occur when a contracted custpurehases directly through
intermediary wholesale purchaser, known as chadsbas well as indirectly in the form of rebateged based upon definitive contract
agreements or legal requirements with private seatm public sector (Medicaid and Medicare Parthehefit providers, after the fir
dispensing of the product by a pharmacy to a bepkfn participant. These discounts, in the aggeegaduced sales by $1.7 billion and ¢
billion for the three months ended June 30, 201312013 , respectively, and by $3.1 billion and $2lBon for the six months endetline 3(
2014 and 2013, respectively. Inventory levelseat K.S. wholesalers for each of the Companyajor pharmaceutical products are gene
less than one month.

Pharmaceutical Segment
Primary Care and Wom(s Health

Cardiovascular

Combined global sales @etiaandVytorin (ezetimibe/simvastatin), medicines for lowering Lbholesterol were $1.1 billioim the
second quarter of 2014, an increase of 6% compaitbdthe secondjuarter of 2013 including a 1% favorable effectrrforeign exchang
Combined global sales @etiaandVytorinwere $2.1 billion in the first simonths of 2014, an increase of 1% compared wittsémee peric
in 2013.

Worldwide sales oEetia(marketed outside the United State€astrol), a cholesterol absorption inhibitor, were $71Tion in the
second quarter of 2014 and $1.3 billion in thet faig months of 2014, increases of 10% and 4%, respégtiwempared with the same peri
of 2013 . Foreign exchange unfavorably affectedalsales performance by 1% in the first six momth2014. The increase in both peric
was driven primarily by higher sales in the Uni®thtes reflecting higher pricing and, for the secqnarter of 2014, increased wholes
purchases.

Global sales of/ytorin (marketed outside the United Statedraesgy), a combination product containing the active @tjents ¢
both Zetia and Zocor (simvastatin), a statin for modifying cholesterakre $417 million in the second quarter of 2Qldssentially flat ¢
compared with the second quarter of 2013 , and Wér& million in the first six months of 2014, actiee of 4% compared with the firstx
months of 2013. Foreign exchange favorably affecfiedbal sales performance by 2% and 1% in the sbcpmarter and first sixnonths o
2014, respectively. The sales decline in the yeatate period primarily reflects lower volumeslie tUnited States.

The IMPROVE-IT trial is an approximately 18,000 ipat, eventdriven cardiovascular outcomes study evalui
ezetimibe/simvastatin against simvastatin alonpatients presenting with acute coronary syndronsseB on the targeted number of 5
clinical endpoints and the rate of event reportthg,trial is projected to conclude later in 20After final data collection and confirmation, ¢
analysis of key endpoints, the results will be preed at a scientific meeting. If the results af tMPROVEAT trial fail to demonstrate
incremental benefit of ezetimibe/simvastatin ord@arascular morbidity and mortality over and abdvat demonstrated for simvastatin, s
of ZetiaandVytorin could be materially adversely affected and, iftbe, Company may take namsh impairment charges with respect tc
carrying values of th&etia and Vytorin intangible assets, which were $4.2 billion and $2ilBon, respectively, at June 30, 2044d suc
charges could be material.

Diabetes

Worldwide combined sales danuvia(sitagliptin) andJanumet medicines that help lower blood sugar levelsdals with type .
diabetes, were $1.6 billion in the second quart®0d4 , an increase of 2% compared with the secuiadter of 2013 , and were $2.9 billion
the first six months of 2014, an increase of 3% pared with the same period in 2013.

Global sales ofanuvia, Merck’s dipeptidyl peptidase-4 (“DPP-4") inhibittor the treatment of type 2 diabetes, were $ilibi in
the second quarter of 2014 , a decrease of 1% aechpéth the second quarter of 201@riven by lower sales in Japan due to pricingtiqidy
offset by volume growth in Europe. In April 2014l APP-4 inhibitors, includinglanuvia, were subject to repricing in Japan. Worldwidees
of Januviawere $1.9 billion for the first six months of 20Ja decline of 2% compared with the first sponths of 2013, driven primarily
lower sales in Japan, reflecting lower volumes lmeer pricing, partially offset by volume growth Europe. Foreign exchange unfavor:
affected global sales performance by 1% in theé sissmonths of 2014.

The Trial Evaluating Cardiovascular Outcomes afiesitment with Sitagliptin (“TECOS”), an eveditiven, cardiovascular outcon
study for sitagliptin, began in 2008 and has ov&0Q0 patients enrolled. TECOS will evaluate th@ant of sitagliptin when added to us
care compared to usual care without sitagliptia iarge, higtrisk type 2 diabetes population across multiplentves. TECOS is expected
be completed later in 2014 with results presemezDil5.

Worldwide sales ofanumet, Merck’s oral antihyperglycemic agent that combiséagliptin (Januvia) with metformin in a singl
tablet, grew 9% in the second quarter of 2014 9%Fillion compared with the second quarter of 2013 drivegelgrby volume growth |
Europe. Foreign exchange favorably affected glshids performance by 1% in the second quarter t4.2Blobal sales afanumegrew 13%
in the first six months of 2014 to $995 million cpamed with the same period of 20d8ven primarily by volume growth across the emeg
markets and in Europe.
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General Medicine and Women'’s Health

Worldwide sales oNuvaRing(etonogestrel/ethinyl estradiol vaginal ring), agivel contraceptive product, increased 4% in
second quarter of 2014 to $178 million and grewim%he first six months of 2014 to $346 million cpared with the same periods in 2013
The sales growth in both periods primarily refldutgher pricing in the United States.

Worldwide sales ofmplanon(etonogestrel implant), a single-rod subdermal imm&ptive implant, grew 16% to $119 milliomthe
second quarter of 2014 and increased 18% to $28ibmin the first six months of 2014 compared witie same periods of 201Biver
primarily by higher demand in the United States.

Global sales oFollistim AQ (follitropin beta injection) (marketed in most cdrias outside the United StatesRgregon), a fertility
treatment, declined 24% in the second quarter 4420 $102 million and decreased 17% in the firstrsonths of 2014 t&213 millior
compared with the same periods in 201Bhe sales declines were driven largely by lowaglumes in the United States. Foreign exch
unfavorably affected global sales performance byii¥%oth the second quarter and first six monthaQif4 .

Global sales oDulera Inhalation Aerosol, a combination medicine for theatment of asthma, were $103 million in gexon
quarter of 2014 compared with $79 million in thes®d quarter of 2013 and were $205 milliarthe first six months of 2014 compared v
$147 million in the first six months of 2013. Safgewth in both periods was driven by higher demianitie United States.

Hospital and Specialt

Hepatitis

Worldwide sales oPeglntron, a treatment for chronic hepatitis C, were $10Bioniin the second quarter of 2014 a2{16 millior
in the first six months of 2014, declines of 27%l d9%, respectively, compared with the same peiin@913. The sales declines were dri
by lower volumes in nearly all regions, particiawithin the emerging markets, as the availabitifynew therapeutic options has resulte
loss of market share or patient treatment delaysarkets anticipating the availability of new thgsatic options. Foreign exchange unfavor
affected global sales performance by 1% and 2%edrsecond quarter and first six months of 2014peetively.

Worldwide sales oVictrelis, an oral medicine for the treatment of chronicdiijs C, were $46 million in the secondarter o
2014 , a decline of 60% compared with the secorattguof 2013 , and were $105 million in the fisst months of 2014, a decline of 5:
compared with the same period in 2013. The salebnés were driven by lower volumes in nearly aljions, particularly within the Unit
States, as the availability of new therapeuticanstihas resulted in loss of market share or patiieatment delays in markets anticipating
availability of new therapeutic options.

Sales of the Company’s products indicated for teatment of chronic hepatitis C includiRggintronandVictrelis discussed aboy
as well aRebetol(ribavirin USP), continue to be adversely affedbgdhew therapeutic options becoming available asudised above. Duri
the second quarter, these trends accelerated rapidiyr than previously anticipated by the Companfkijch led to changes in the cash f
assumptions for botRegintronand Victrelis. These revisions to cash flows indicated thatPRlegintronand Victrelis intangible asset valu
were not recoverable on an undiscounted cash flmgss. The Company utilized market participant aggions to determine its best estin
of the fair values of the intangible assets reldteBegIntronand Victrelis that, when compared with their related carryingueal resulted
impairment charges of $523 million and $137 milliorespectively, in the second quarter of 2014 ne&w within Materials and productic
costs. In the event that the availability of neeatment options adversely affects sales of produatently marketed by the Company for
treatment of chronic hepatitis C to a greater edxiesin anticipated by the Company, or in the ew#hér circumstances arise that significa
reduce cash flow projections for these products,Gbmpany may record additional intangible assphirment charges in the future and ¢
charges could be material. The remaining carrymges of the intangible assets related to these threducts was $552 million in the aggre
at June 30, 2014 .

HIV

Global sales ofsentress an HIV integrase inhibitor for use in combinatieith other antiretroviral agents for the treatmehHIV-
1 infection, grew 10% in the second quarter of 2@18453 million and increased 9% in the first signths of 2014 to $843 milliocompare
with the same periods in 2013 reflecting growtlturope, Latin America and the United States.

Hospital

Global sales offancidas(caspofungin acetate), an anti-fungal product,idedl 5% in the second quarter of 2014$456 millior
driven largely by the timing of shipments in Chirgales ofCancidasdecreased 1% in the first six months of 2014 to2$8@lion . Foreigt
exchange favorably affected global sales performdnyc2% in the second quarter of 2014 and by 1%erfirst six months of 2014.

Bridion (sugammadex sodium injectionjor the reversal of certain muscle relaxants usethd surgery, is approved and has t
launched in many countries outside of the UnitexteSt Sales @ridion grew 20% to $82 million in the second
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quarter of 2014 and rose 18% to $155 million in fing six months of 2014 compared with the sameopls of 2013 Sales growth in bo
periods was driven by volume growth in most markEtweign exchange unfavorably affected globalspkrformance by 1% and 5% in
second quarter and first six months of 2014 , retypely. In September 2013, the Company receiv€iaplete Response Letter (“CRLfpm
the FDA for the resubmission of the New Drug Apation (“NDA”) for sugammadex sodium injection (s#esearch and Development”
below).

Immunology

Sales ofRemicadea treatment for inflammatory diseases (marketedheyCompany in Europe, Russia and Turkey), vi&@7
million in the second quarter of 2014 and $1.Zduillfor the first sixmonths of 2014, increases of 15% and 13%, resmdgticompared wit
the same periods of 2013 . Foreign exchange faloedfected sales performance by 6% and 5% in &wersd quarter and first simonths o
2014 , respectively. Sales growth in both pericefkects volume growth in Europe. In September 2@48,European Commission (the “BC”
approved an infliximab biosimilar. While the Compar experiencing generic competition in certairaier European markets, the Comp
anticipates a more substantial declin®amicadesales following loss of market exclusivity in mafpuropean markets in February 2015.

Sales ofSimponi, a oncemonthly subcutaneous treatment for certain inflanonyadiseases (marketed by the Company in Eu
Russia and Turkey), were $174 million in the secqudrter of 2014 compared with $120 million in 8exzond quarter of 2013 and w&&3(
million in the first six months of 2014 comparedtw$228 million in the first sixnonths of 2013. Sales growth was driven by continaanct
activities, as well as a positive impact from theewative colitis indication. In September 2013 #C approvedimponifor the treatment
adult patients with moderately to severely actileerative colitis who have had an inadequate respda conventional therapy or who
intolerant to or have medical contraindicationsdoch therapies.

Other

Worldwide sales of ophthalmic produ&@esoptand Trusoptdeclined 3% to $100 million in the second quarfe2@l4and decline
5% to $198 million in the first simonths of 2014 compared with the same periods ¥32Boreign exchange unfavorably affected globlesls
performance by 3% in the first six months of 20T4e decline was driven in part by the divestitof¢he U.S. rights t€osoptandCosopt Pi
as noted below. Additionally, the patent fGosoptexpired in a number of major European markets irdle2013 and the Company
experiencing sales declines in those markets. Bhengs that provided market exclusivity firusoptin a number of major European marl
had previously expired. The sales declines in thi#eed States and Europe were partially offset bywe growth in Japan.

In November 2013, Merck sold the U.S. rights to tbapimic productsCosoptand Cosopt PF, as well as AzaSite to Akorn, |
(“Akorn”). Also, as discussed above, in May 2014ergk entered into an agreement to sell certainhaimic products, includin@osoptanc
Trusopt, to Santen in Japan and markets in Europe and Paiific. The transaction closed in most marketsualy 1, 2014. The remaini
markets continue to be subject to certain closiogd@ions and are expected to close by the end0&#t2Merck will continue to sell i
ophthalmic products in markets not included intth@sactions with Santen and Akorn.

Merck’s sales ofSaphris(asenapine), an antipsychotic indicated for thattnent of schizophrenia and bipolar | disorderdunles
were $21 million and $42 million in the second deaof 2014 and 2013 , respectively, and were $4Bomand $73 million in the firssix
months of 2014 and 2013, respectively. In Janu@iy2Merck sold the U.S. marketing rights3aphristo Forest Laboratories, Inc. (“Forept”
Under the terms of the agreement, Forest made nipfiamyments of $232 million , which are reflectadSialesin the first sixmonths of 201-
and will make additional payments to Merck baseddefined sales milestones. In addition, as parthisf transaction, Merck has agree:
supply product to Forest until patent expiry. Aggne, sold under the brand narSgcrest, is also approved in the EU for the treatmel
bipolar | disorder in adults. Under a commercidlza agreement foSycressublingual tablets (5 mg, 10 mg), H. Lundbeck A/&kes produ
supply payments in exchange for exclusive commekrigihts to Sycrestin all markets outside the United States, China damghn. During tt
second quarter of 2013, the Company recorded amiimpnt charge on th&8aphris/Sycresintangible asset (see Note 6 to the int
consolidated financial statements).

Oncology

Global sales oEmend(aprepitant), for the prevention of chemotherapjuited and post-operative nausea and vomiting, $bte
million in the second quarter of 2014 , an increab&% compared with the second quarter of 2018d, were $266 million in the firsdix
months of 2014, an increase of 6% compared wittséimee period in 2013. The sales growth in bothoperlargely reflects volume growth
the United States and Europe. Foreign exchangedbiyoaffected global sales performance by 1% énsticond quarter of 2014.

Sales ofTemodarnmarketed agemodaloutside the United States), a treatment for cetigies of brain tumors, dropped 57 %@t
million in the second quarter of 2014 , and dedli®®% to $176 million in the first simonths of 2014 compared with the same perio
2013 . Foreign exchange unfavorably affected glaadts performance by 1% and 2% in the secondequand first six months of 2014
respectively. The sales declines were driven piilynély generic competition in the United States. previously disclosed, by agreemer
generic manufacturer launched a generic versidreofodaiin the United States
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in August 2013. The U.S. patent and exclusivityigus otherwise expired in February 2014. Accordinghe Company is experienciny
significant sales decline in the United States exyubcts the decline to continue.

Other products contained in Hospital and Speci@lare include among othergyvanz (ertapenem sodium) for the treatmen
certain infections;Noxafil (posaconazole) for the prevention of certain inkadiungal infections; andPrimaxin (imipenem and cilastat
sodium), an anti-bacterial product.

Diversified Brand:

Merck’s diversified brands include human health pharmiszuproducts that are approaching the expiratibriheir marketin
exclusivity or are no longer protected by patentdéveloped markets, but continue to be a coregbdine Companys offering in other marke
around the world.

Respiratory

Global sales oNasonex an inhaled nasal corticosteroid for the treatnuéntasal allergy symptoms, declined 21%$858 millior
in the second quarter of 2014 and decreased 2085620 million in the first six months of 2014 comgdrwith the same periods of 2013
Foreign exchange unfavorably affected global spdgformance by 1% and 2% in the second quartefiesicix months of 2014 respectively
The declines were driven primarily by lower volumeshe United States, as well as by lower volunimeEurope and Canada from gen
competition. By agreement, generic manufacturengvable to launch a generic versionNd#sonexn most European markets on Januai
2014 and generic versions MNfasonexhave since launched in several of these marketsorlingly, the Company is experiencing a ri
decline inNasonexsales in Europe in 2014. In 2009, Apotex Inc. ampdtax Corp. (collectively, “Apotex”jiled an application with the FC
seeking approval to sell its generic versiorNasonex In June 2012, the U.S. District Court for the tbis of New Jersey ruled against
Company in a patent infringement suit against Apdtelding that Apotex’s generic version Nasonexdoes not infringe on the Compasy’
formulation patent. In June 2013, the Court of Agdpdor the Federal Circuit issued a decision wiffitg the U.S. District Court decision ¢
the Company has exhausted all of its appeal optibrspotex’s generic version becomes availablgngicant losses of U.S\asonexsale:
could occur and the Company may take a non-cashiimpnt charge with respect to the carrying valuthe Nasonexntangible asset, whit
was $1.0 billion at June 30, 2014 . If tNasonexntangible asset is determined to be impaired jrigairment charge could be material. |
sales ofNasonexvere $681 million for the full year of 2013.

Worldwide sales ofSingulair, a once-aday oral medicine for the chronic treatment of asthand for the relief of symptoms
allergic rhinitis, were $284 million in the secoqdarter of 2014 an increase of 1% compared with the second quait013 including a 2'
unfavorable effect from foreign exchange, reflegtiigher sales in Japan due to the timing of shipmepartially offset by lower sales
Europe as a result of generic competition. Glolzéss of Singulair were $554 million for the first sixnonths of 2014, a decline of 1
compared with the same period of 20d8uding a 5% unfavorable effect from foreign eanbe, driven primarily by lower sales in Europe
result of generic competition, partially offset bygher sales in Japan due to the timing of shipmehhe patents that provided ma
exclusivity forSingulairexpired in a number of major European markets briary 2013 and the Company experienced a signifi@ad rapi
decline inSingulairsales in those markets following the patent expisied expects the decline to continue.

Other

Global sales ofCozaar and its companion agemfyzaar (a combination ofCozaar and hydrochlorothiazide), treatments
hypertension, were $214 million in the second aqraof 2014 , a decline of 16% compared with theosdoquarter of 2013, and we$d1¢
million for the first six months of 2014, a declinE20% compared with the same period of 20E8reign exchange unfavorably affected gl
sales performance by 2% and 4% for the secondejuamt first six months of 2014espectively. The patents that provided marketusivity
for Cozaarand Hyzaarin the United States and in most major internafionarkets have expired. Accordingly, the Compangxperiencin
declines inCozaarandHyzaarsales and expects the declines to continue.

Worldwide sales ofFosamax (alendronate sodium) (marketed &bsamacin Japan) andFosamax Plus D(alendronat
sodium/cholecalciferol) (marketed &®savancehroughout the European Union (the “EU”)) for theatment and, in the case Bdsamax,
prevention of osteoporosis declined 16% to $12lianilin the second quarter of 2014 and 13% to $2dbon in the first six months of 20:
compared with the same periods of 2@tBen by declines in nearly all regions. These itiads have lost market exclusivity in the Un
States and in most major international markets. Cbmpany expects the sales declines withirFtbeamadproduct franchise to continue.

Other products contained in Diversified Brands udel among othersClarinex (desloratadine), a nogedating antihistamin
Arcoxia (etoricoxib) for the treatment of arthritis and mazocor, a statin for modifying cholesterdPropecia(finasteride), a product for t
treatment of male pattern hair loss, &®meror(mirtazapine), an antidepressant.

Vaccines
The following discussion of vaccines does not idelsales of vaccines sold in most major Europeaketsathrough Sanofi Pasti
MSD (“SPMSD”), the Company’s joint venture with $dinPasteur, the results of which are reflectelduity
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income from affiliateg¢see “Selected Joint Venture and Affiliate Inforioat below). Supply sales to SPMSD, however, acduided.

Merck’s sales ofzardasil (Human Papillomavirus Quadrivalent [Types 6, 11,ah8 18] Vaccine, Recombinant), a vaccine to
prevent certain diseases caused by four types mihwpapillomavirus (“HPV"), grew 7% in the secongager of 2014 to $409 millioanc
increased 3% in the first six months of 2014 toZ#éllion compared with the same periods of 2013. Foreighaxge unfavorably affect
global sales performance by 2% and 3% in the seqoader and first sixnonths of 2014, respectively. The results refleghér public sectc
purchases in the United States, as well as higheergment tenders in Brazil from the national imization program, partially offset
declines in Asia Pacific and in Japan. In June 2@18Japanese government suspended active pranodtiéPV vaccines.

Merck’s sales oProQuad(Measles, Mumps, Rubella and Varicella Virus Vaeclrive), a pediatric combination vaccine to |
protect against measles, mumps, rubella and virjcgére $94 million in the second quarter of 2@bpared with $82 million in theecon:
quarter of 2013 and were $159 million in the fgst months of 2014 compared with $144 million ie first six months of 2013. Merck’'sale
of Varivax (Varicella Virus Vaccine Live), a vaccine to helpepent chickenpox (varicella), were $148 milliom the second quarter @b1<
compared with $184 million for the second quartfe2@l3 and were $284 million in the first sixonths of 2014 compared with $327 millior
the first six months of 2013. Merck’s salesMEM-R |l (Measles, Mumps and Rubella Virus Vaccine Liva@)accine to help protect aga
measles, mumps and rubella, were $85 million fershcond quarter of 2014 compared with $73 milfmnthe second quarter of 20ABic
were $163 million in the first six months of 201dnepared with $140 million in the first six monthis2913.

Merck’s sales oRotaTeg(Rotavirus Vaccine, Live Oral, Pentavalent), a waedo help protect against rotavirus gastroerieir
infants and children, were $147 million in the settguarter of 2014 and $316 million in the first sionths of 2014, increases of 3% comp
with the same periods in 2013, reflecting highdesan the United States. Volume growth in Japad eertain emerging markets &
contributed to the sales increase in the yeatate- period. Foreign exchange unfavorably affegtetlal sales performance by 1% in the
six months of 2014.

Merck's sales oZostavax(Zoster Vaccine Live), a vaccine to help preverihgles (herpes zoster) in adults 50 years of agl
older, were $156 million in the second quarter 812, an increase of 11% compared with the second guaft2013, driven primarily t
ongoing launches in the Asia Pacific region. Faregchange favorably affected global sales perfamady 1% in the second quarter of 2!
Merck’s sales oZostavaxwere $298 million for the first six months of 20&decline of 3% compared with the same period0df32 driver
by lower demand in the United States, as well aSdnada, partially offset by higher sales in théaAZacific region due to ongoing launci
The Company is continuing to educate U.S. custonoershe broad managed care coverage dostavaxand the process for getti
reimbursement. Merck is continuing to laurtdstavaxoutside of the United States.

Other Segments

The Companys other segments are the Animal Health, Consumez &ad Alliances segments, which are not matesiabéparal
reporting. In January 2014, the Company annouricatlit was evaluating the respective roles of Mexeknimal Health and Consumer C
businesses in the Company'’s strategy for ltarga value creation and that it could reach diffierdecisions about the two businesses. In
2014, the Company announced that it had enteredaimtagreement to sell its Consumer Care busineBayter (see “Business Developments
above) and that it will continue to explore waysatmment its Animal Health business. At June 3@42@he assets and liabilities of Me
Consumer Care are reflected as held for sale i€tresolidated Balance Sheet.

Animal Health

Animal Health includes pharmaceutical and vacciredpcts for the prevention, treatment and contfalisease in all major far
and companion animal species. Animal Health salesfiected by competition and the frequent intatidun of generic products. Global s¢
of Animal Health products totaled $872 million filve second quarter of 2014 , growth of 2% compaittd the second quarter of 2012anc
were $1.7 billion for the first simonths of 2014, essentially flat compared withgame period in 2013. Foreign exchange unfavordidgtac
global sales performance by 1% in both the secaradter and first six months of 2014&ales growth in both periods was driven primaloy
higher sales of companion animal products, refigcthe launch oBravecto(fluralaner) in Europe and the United States, afasehigher sale
of poultry products, partially offset by lower salef Zilmax ( zilpaterol hydrochloride). In August 2013, Merck iAral Health voluntaril
suspended sales @flmax, a feed supplement for beef cattle, in the Untates and Canada. The suspensiadilofax unfavorably affecte
Animal Health sales by 7% in both the second quana first sixmonths of 2014, respectively, excluding the unfabbe effect of foreig
exchange.

In May 2014, Merck announced that the FDA approBealvectochewable tablets for dogs to treat fleas and tiBkavectois the
first and only treatment that has been shown toldyiand effectively kill fleas and multiple ticlpscies for 12 weeks in a single doBeavectt
also is effective for eight weeks agaiAshblyomma americanutitks.
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Consumer Care

Consumer Care products include over-the-countart éare and sun care products suchCéeitin non-drowsy antihistamine
MiraLAX , for the relief of occasional constipatidd;. Scholl’'sfoot care products; andoppertonesun care products. Consumer Care prc
sales are affected by competition and consumerdapgmatterns. Global sales of Consumer Care pitsduere $583 million for theecon:
quarter of 2014 , an increase of 19% compared thithsecond quarter of 2013 , and were $1.1 biliiothe first sixmonths of 2014, ¢
increase of 6% compared with the same period irB2Btreign exchange unfavorably affected globasakerformance by 1% and 2% in
second quarter and first sironths of 2014, respectively. The sales increadaoth periods largely reflect sales reversals adrin 201
resulting from the termination in China of certafonsumer Care distribution arrangements togethén a$sociated termination co
Excluding these items, Consumer Care global saks 4% in the second quarter of 2014 compared thighsecond quarter of 2013 and v
essentially flat in the first six months of 2014 @empared with the same period in 2013 including%a unfavorable effect from forei
exchange in both periods. Sales performance ise¢hend quarter and first six months of 2014 refléigher sales dZlaritin andCoppertone
partially offset by lower sales from the divestdwof certain products to Aspen as discussed above.

Alliances

The alliances segment includes results from the gamyis relationship with AZLP. Revenue from AZLP, prirharelating to sale
of Nexium and Prilosec, was $316 million and $248ion in the second quarter of 2014 and 20X @spectively, and was $463 million
$507 million in the first six months of 2014 and13) respectively. On June 30, 2014, AstraZenececeseg its option to buy MercK'interes
in a subsidiary and, through it, Merskinterest in Nexium and Prilosec. As a resultpfaduly 1, 2014, the Company no longer recordstg
income from AZLP and supply sales to AZLP have iaated (see “Selected Joint Venture and AffiliatBbormation” below).

Costs, Expenses and Other

In October 2013, the Company announced a globalumsring program (the “2013 Restructuring Proghaias part of a glob
initiative to sharpen its commercial and reseamtl development focus. As part of the program, tleen@any expects to reduce its t
workforce by approximately 8,5000sitions. These workforce reductions will primardome from the elimination of positions in sa
administrative and headquarters organizations, @t as research and development. The Company V&d eeduce its global real est
footprint and continue to improve the efficiency itsf manufacturing and supply network. The Compaiiy continue to hire employees
strategic growth areas of the business as necesHagyCompany recorded total pretax costs of $2Romand $389 million in thesecon:
quarter and first six months of 2014espectively, related to this restructuring pesgr The actions under the 2013 Restructuring Progna
expected to be substantially completed by the érZDb5 with the cumulative pretax costs estimatetdeé approximately $2.5 billion #63.C
billion . The Company estimates that approximatelg-thirds of the cumulative pretax costs will resultdash outlays, primarily related
employee separation expense. Approximately one-tbfrthe cumulative pretax costs are raash, relating primarily to the acceler:
depreciation of facilities to be closed or divestéde Company expects the actions under the 2088 WR¢uring Program to result in annual
cost savings of approximately $2.0 billion by thmeleof 2015. The Company anticipates that the astiorder the 2013 Restructuring Progi
combined with remaining actions under the MergestReturing Program (discussed below), will resaliannual net cost savings of $
billion by the end of 2015 compared with full-yedr12 expense levels.

In 2010, subsequent to the Merck and Schering-PloDgrporation (“Schering-Plough”) merger (the “Mert, the Compan
commenced actions under a global restructuringrarogthe “Merger Restructuring Prograntd®signed to streamline the cost structure ¢
combined company. Further actions under this progseere initiated in 2011. The actions under thisgpam primarily reflect the eliminati
of positions in sales, administrative and headguarrganizations, as well as from the sale onuctosf certain manufacturing and researct
development sites and the consolidation of offaalities. The Company recorded total pretax co$t$192 million and $265 milliorin the
second quarter of 2014 and 2013 , respectively, 8858 million and $418 million in the first six mis of 2014 and 2013respectively
related to this restructuring program. The moanufacturing related restructuring actions under Merger Restructuring Program w
substantially completed by the end of 2013. Theaiaing actions under this program relate to ongeiranufacturing facility rationalizatior
which are expected to be substantially complete@0d#6. The Company expects the estimated total iivel pretax costs for this progran
be approximately $7.9 billion to $8.2 billion . T@®mpany estimates that approximately tiirds of the cumulative pretax costs relate tch
outlays, primarily related to employee separatiapemse. Approximately one-third of the cumulativeetpx costs are nocash, relatin
primarily to the accelerated depreciation of faieiti to be closed or divested. The Company exphetdlerger Restructuring Program to y
annual savings upon completion of the program pfaximately $4.0 billion to $4.6 billion.

In 2008, Merck announced a global restructuringgypm (the “2008 Restructuring Prograntd) reduce its cost structure, incre
efficiency, and enhance competitiveness. Pretats @ist13 million and $54 million were recordedtlire secondjuarter and first six months
2013, respectively, related to the 2008 RestrunguiProgram. Any remaining activities under the 2@structuring Program are be
accounted for as part of the Merger Restructurirgggam effective July 1, 2013.
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The Company anticipates that total costs associatidrestructuring activities in 201fér the 2013 Restructuring Program and
Merger Restructuring Program will be in the ran§&h2 billion to $1.5 billion.

The costs associated with all of these restrugjudntivities are primarily comprised of acceleratgpreciation recorded
Materials and productior, Marketing and administrativand Research and developmentd separation costs recordedRestructuring cos
(see Note 2 to the interim consolidated finandialesnents).

Materials and Productiol

Materials and production costs were $4.9 billion flee second quarter of 2014 , an increase of 1dftpared with thesecon
quarter of 2013 , and were $8.8 billion for theffisix months of 2014, an increase of 7% comparéd tive first sixmonths of 2013. Costs
the second quarter of 2014 and 2013 include $litrband $1.2 billion, respectively, and in thesfisixmonths of 2014 and 2013 include
billion and $2.4 billion, respectively, of expensis the amortization of intangible assets recogdiin connection with mergers ¢
acquisitions. In addition, expenses include inthlggasset impairment charges of $660 million far ffecond quarter and first sixonths o
2014 and $330 milliorior the second quarter and first six months of 2(8% Note 6 to the interim consolidated finanstatements). Als
included in materials and production costs arescassociated with restructuring activities whichoanted to $171 million and $93 millian
the second quarter of 2014 and 2013 , respectiagig,$290 million and $136 million in the first sixonths of 2014 and 2013, respectiv
including accelerated depreciation and asset wfiterelated to the planned sale or closure of rfaiuring facilities. Separation co
associated with manufacturing-related headcountatémhs have been incurred and are reflecteRligstructuring costas discussed below.

Gross margin was 55.2% in the second quarter o 20pared with 61.1% in the second quarter of 2B was 58.5% in tl
first six months of 2014 compared with 62.0% fae flist sixmonths of 2013. The amortization of intangible &ss&s well as the restructur
and impairment charges noted above reduced grosginmay 17.4 and 14.6 percentage points for thems@oquarter of 2014 and 2013
respectively, and by 14.8 and 13.1 percentage pdimtthe first sixmonths of 2014 and 2013, respectively. The grosgimaleclines wel
driven primarily by the unfavorable effects of puotl mix and ongoing generic erosion, as well asimery writeoffs largely related
Victrelis . In the year-tgperiod, these unfavorable impacts to gross margirevpartially offset by the sale of the U.S. marigtrights tc
Saphris.

Marketing and Administrativ

Marketing and administrative expenses declined &%3t0 billion in the second quarter of 2014 andrelased 7% to $5.7 billian
the first six months of 2014 compared with the sgregods of 2013 The declines were largely due to lower sellingtsand promotion
spending. Expenses for the second quarter of 204813 include $44 million and $16 million , respeely, and for the first sixnonths o
2014 and 2013 include $75 million and $33 millipmespectively, of restructuring costs, relatednariily to accelerated depreciation
facilities to be closed or divested. Separatiortassociated with sales force reductions have beemred and are reflected Restructurin
costsas discussed below. Marketing and administratiy@ersges also include $32 million and $19 millioraocfuisition and divestitureelatec
costs in the second quarter of 2014 and 2013 eotisply, and $43 million and $42 million for thést six months of 2014 and 20:
respectively, consisting of incremental, thpdrty integration costs related to the Merger,udilg costs related to legal entity and sys
integration, as well as transaction and certaiemtiosts related to business acquisitions and titivess.

Research and Developme

Research and development expenses were $1.7 Hillicthe second quarter of 2014 , a decline of Zt¥hpared with theecon
quarter of 2013 , and were $3.2 billion for thesffisixmonths of 2014, a decline of 19% compared withsédme period in 2013. Research
development expenses are comprised of the cosstlgirincurred by Merck Research Laboratories (“MRIthe Companys research ai
development division that focuses on human heeltdied activities, which were approximately $900lioni and $1.1 billion in thesecon:
quarter of 2014 and 2013 , respectively, and wér8 $illion and $2.2 billion for the first simonths of 2014 and 2013, respectively.
included in research and development expensesate incurred by other divisions in support of egsh and development activities, incluc
depreciation, production and general and adminigaas well as licensing activity, certain coftsm operating segments, including
Pharmaceutical, Animal Health and Consumer Carmseats, which in the aggregate were $721 million &nti3 million for the seconguarte
of 2014 and 2013, respectively, and $1.4 billiod &1.5 billion in the first sixnonths of 2014 and 2013, respectively. The declimessearc
and development expenses in the second quartefirandix months of 2014 as compared with the s@ergods of 2013 were driven by ¢
savings resulting from restructuring activitiesgtted reductions and lower clinical developmeminsipas a result of portfolio prioritization.

Research and development expenses also includ®degs research and development (“IPR&Dipairment charges and reses
and development-related restructuring charges.ngutie second quarter and first six months of 2818 Company recorded $234 millianc
$264 million , respectively, of IPR&D impairmentanges. Of the IPR&D impairment charges recordegr@pmately $181 milliorrelated ti
the writeoff of the intangible asset associated with pratadé¢ as a result of the discontinuation of theiciihdevelopment program for tl
compound. In addition, the Company recorded impanttharges resulting from changes in cash flowraptions for certain compounds. ~
remaining impairment charges related to pipeline
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programs that had previously been deprioritized\aare subsequently deemed to have no alternateelwsng the period. The Company r
recognize additional nocash impairment charges in the future for the déataen or delay of other pipeline programs thatreveneasured
fair value and capitalized in connection with mesgand acquisitions and such charges could be imlateesearch and development expe
also reflect accelerated depreciation and assetdaipanent costs associated with restructuring diets/of $43 million and $14 millioin the
second quarter of 2014 and 2013, respectively $&ddmillion and $29 million for the first six mdre of 2014 and 2013, respectively.

Restructuring Cost

Restructuring costs, primarily representing sepamaand other related costs associated with resting activities, were$16:
million and $155 million for the second quarter26fl4 and 2013 , respectively, and were $288 millinod $274 million for the first simonth:
of 2014 and 2013, respectively. Costs in the secpadter and first six months of 2014 include $4Riom and $48 million, respectively, ¢
costs related to the 2013 Restructuring Prograne f@maining costs in 2014 and nearly all of thetxas 2013 related to the Merq
Restructuring Program. Separation costs were iaduassociated with actual headcount reductionselisas estimated expenses under exi:
severance programs for headcount reductions theg pi@bable and could be reasonably estimated. Meliminated approximately,80¢
positions in the second quarter of 2014 ( 1,37&teel to the 2013 Restructuring Program andré8iied to the Merger Restructuring Progri
During the first six months of 2014, Merck elimiadtapproximately 3,385 positions ( 2,595 relateth&2013 Restructuring Program afil
related to the Merger Restructuring Program). Meslakinated approximately 680 positions and 1,466itons in the seconguarter and fir:
six months of 2013 respectively, most of which related to the MerBastructuring Program. These position eliminatiares comprised
actual headcount reductions, and the eliminatiorcaftractors and vacant positions. Also includeddstructuring costs are curtailme
settlement and termination charges associated pétision and other postretirement benefit planstedhesed compensation and shutd
costs. For segment reporting, restructuring costs umallocated expenses. Additional costs assaciaith the Companyg restructurin
activities are included iMaterials and productionMarketing and administrativandResearch and developmerst discussed above.

Equity Income from Affiliate

Equity income from affiliates, which reflects therformance of the Comparsyjoint ventures and other equity method affiliatea:
$92 million in the second quarter of 2014 compawéti $116 million in the second quarter of 2013 avas $217 milliorin the first six montf
of 2014 compared with $249 millian the first six months of 2013. The declines waigen primarily by lower equity income from AZLRs
noted below, on June 30, 2014, AstraZeneca exer@iseption to purchase Merck’s interest in a #&dibsy and, through it, Merck'interest i
Nexium and Prilosec. Effective July 1, 2014, then(pany no longer records equity income from AZLPed"Selected Joint Venture &
Affiliate Information” below.)

Other (Income) Expense, Net

Other (income) expense, net was $558 million obime in the second quarter of 2014 compared with $&illion of expense in tf
second quarter of 2013 driven primarily by a $74illion gain recognized in the second quarter of £0&lated to AstraZenea'optior
exercise (see Note 7 to the interim consolidatedritial statements). Other (income) expense, netdg86 millionof income for the first s
months of 2014 compared with $484 milliohexpense for the first six months of 2013 drilmnthe AstraZeneca gain in 2014 noted abov
well as a net gain of $168 million in 2014 relatedhe sale of the Company’s Sirna Therapeutias, (t8irna”) subsidiary (see Note 3 to-
interim consolidated financial statements) and loaechange losses. Exchange losses in the firsinsiths of 2013 include losses frot
Venezuelan currency devaluation. In February 2@818,Venezuelan government devalued its currencyi\@oFuertes) from 4.30 VEF f
U.S. dollar to 6.30 VEF per U.S. dollar. The Compascognized losses due to exchange of approxign&tet0 million in the first quarter
2013 resulting from the remeasurement of the locahetary assets and liabilities at the new ratece&Slanuary 2010, Venezuela has
designated hyperinflationary and, as a result,|lémeign operations are remeasured in U.S. dolegite the impact recorded in results
operations.

In March 2013, the Venezuelan government annourited creation of a new foreign exchange mechanisiftedcahe
“Complimentary System of Foreign Currency Acquirati€dknown as SICAD1) that operates similar to an anctigstem and allows entit
in specific sectors to bid for U.S. dollars to ted for payments related to international investsand certain intangibles. In March 2014,
Venezuelan government launched another foreignamgd mechanism (known as SICAD2) and indicatedathatdustry sectors will be at
to access SICAD2 and its use will not be restri@sdo purpose. Both the SICAD1 and SICAD2 averagges are published by the Cer
Bank of Venezuela and at June 30, 20iHe average exchange rates inferred were 10.6 p&ERJ.S. dollar and 49.98 VEF per U.S. do
respectively. Neither SICAD1 nor SICAD?2 eliminatedchanged the official rate of 6.30 VEF per U.8llat. At June 30, 2014the Compan
had approximately $600 million (U.S. dollar equivatl at the 6.30 official rate) of net monetary &s&e its Venezuelan entities, of which
large majority was cash. Thus far in 2014, the Camyphas received approximately $130 million fromn®euela for transactions that w
settled at the official rate of 6.30 VEF per U.8llar, and has approximately $300 million pendipgraval for future settlement at the offic
rate. The Company has not used, and does notmatBaiising, either SICAD mechanism to settle aaysactions. Accordingly, the
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Company concluded it was appropriate to continuaige the official rate of 6.30 VEF per U.S. dolfar remeasurement purposes
circumstances change such that the Company corcitideould be appropriate to use a SICAD rate,fa devaluation of the official re
occurs, it could result in a significant chargehte Company’s future results of operations.

Segment Profits

Three Months Ended Six Months Ended
June 30, June 30,
($ in millions) 2014 2013 2014 2013
Pharmaceutical segment profits $ 5507 $ 569 $ 10,70: $  11,03¢
Other non-reportable segment profits 814 793 1,51 1,69:
Other (4,430 (5,24)) (8,239 (9,937)
Income before income taxes $ 1,891 $ 1,248 $ 398 $ 2,79¢

Segment profits are comprised of segment salesskesslard costs, certain operating expenses dirgatlirred by the segme
components of equity income or loss from affiliaéesl depreciation and amortization expenses. Femial management reporting presente
the chief operating decision maker, Merck doesatiotcate materials and production costs, other 8tandard costs, the majority of rese
and development expenses or general and administraxpenses, nor the cost of financing these itiesv Separate divisions maint
responsibility for monitoring and managing thesstspincluding depreciation related to fixed asséitized by these divisions and, therefi
they are not included in segment profits. Also eseld from the determination of segment profitstheeamortization of purchase accoun
adjustments and other acquisitimated costs, intangible asset impairment chamgss;ucturing costs, taxes paid at the joint ventevel an
a portion of equity income. Additionally, segmembfits do not reflect other expenses from corpoeatd manufacturing cost centers and ¢
miscellaneous income or expense. These unallodati®d, including the gain on AstraZeneca's optimareise, are reflected in “Otheiri the
above table. Also included in “Other” are misceflans corporate profits (losses), as well as opayairofits (losses) related to thipaity
manufacturing sales, divested products or busisessel other supply sales.

Pharmaceutical segment profits declined 3% in ltbéhsecond quarter and first six months of 2@$4compared with the sa
periods in 2013 driven primarily by the unfavorable effects obguct mix and loss of market exclusivity for cemt@iroducts, partially offs
by cost savings from productivity measures.

Taxes on Income

The effective income tax rates of (7.5)% and 24f8%the second quarter of 2014 and 2013 , respelgtiand 5.5% and 8.7%6r
the first six months of 2014 and 2013, respectivadflect the impacts of acquisitiostated costs and restructuring costs, partialigedfby thi
beneficial impact of foreign earnings. The effeetimcome tax rates for the second quarter anddixsmonths of 2014 also reflect a net
benefit of $517 million recorded in connection wiktraZeneca option exercise (see Note 7 to the interim codatdd financial statement
In addition, the effective income tax rate for fivat six months of 2014 includes a benefit of ap@mately $300 millionassociated with
capital loss generated in the first quarter relatetthe sale of Sirna. The effective income tarsdbr the second quarter and first signths o
2013 also reflect net benefits from reductionsar teserves upon expiration of applicable statfitenatations. Additionally, the effectiv
income tax rate for the first simonths of 2013 reflects the favorable impact oflemislation enacted in the first quarter of 2048ttextende
the R&D tax credit for both 2012 and 2013, as vesllan out-oferiod net tax benefit of approximately $160 milliassociated with tl
resolution of a previously disclosed federal incdmeissue (see Note 13 to the interim consolidéitexhcial statements).

Net Income and Earnings per Common St

Net income attributable to Merck & Co., Inc. was®3illion for the second quarter of 2014 companéth $906 millionfor the
second quarter of 2013 and was $3.7 billion forfitst six months of 2014 compared with $2.5 billifor the first sixnonths of 2013. Earnin
per common share assuming dilution attributableléock & Co., Inc. common shareholders (“EPS”) foe second quarter of 2014 wé&@. 6¢
compared with $0.30 in the second quarter of 20tBveere $1.25 for the first six months of 2014 canagl with $0.82or the first six montt
of 2013. The increases in net income and EPS irséleend quarter and first smonths of 2014 as compared with the same perio@911
were due primarily to a gain recognized on Astrada’s option exercise, lower operating expenses, hifgivarability from discrete tax iten
a net gain related to the divestiture of Sirna dadthe year-tadate period, revenue recognized from the sale efUts. marketing rights
Saphris, partially offset by lower sales. EPS in the fgbt months of 2014 benefited from lower averagaea$ outstanding.

Nor-GAAP Income and Non-GAAP EPS

Non-GAAP income and non-GAAP EPS are alternativavei of the Compang’ performance used by management that Mel
providing because management believes this infeoma&nhances investors’ understanding of the Copipaesults. NonSAAP income an
non-GAAP EPS exclude certain items because of dhere of these items and the impact that they have
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on the analysis of underlying business performaacd trends. The excluded items consist of acqoisiand divestitureelated cost
restructuring costs and certain other items. Thesgluded items are significant components in urtdading and assessing finan
performance. Therefore, the information on non-GAAgbme and noGAAP EPS should be considered in addition to, toitim lieu of, ne
income and EPS prepared in accordance with geperediepted accounting principles in the United St{tGAAP”). Additionally, since non-
GAAP income and noGAAP EPS are not measures determined in accordaiticeSAAP, they have no standardized meaning pilesdrby
GAAP and, therefore, may not be comparable to #heutation of similar measures of other companies.

Non-GAAP income and no@AAP EPS are important internal measures for the@amy. Senior management receives a mo
analysis of operating results that includes non-®AiAcome and noGAAP EPS and the performance of the Company is unedson thi
basis along with other performance metrics. Semanagement’s annual compensation is derived inysang non-GAAP income and non-
GAAP EPS.

A reconciliation between GAAP financial measured aon-GAAP financial measures is as follows:

Three Months Ended Six Months Ended
June 30, June 30,
(% in millions except per share amounts) 2014 2013 2014 2013
Pretax income as reported under GAAP $ 1,891 $ 124 $ 398 $ 2,79
Increase (decrease) for excluded items:
Acquisition and divestiture-related costs 1,75¢€ 1,76¢ 2,89: 3,00¢
Restructuring costs 421 27¢ 747 472
Other items:
Gain on AstraZeneca option exercise (747) — (747) —
Other — (13 — (13
3,32 3,27¢ 6,881 6,25¢
Taxes on income as reported under GAAP (142) 31C 21¢ 244
Estimated tax benefit on excluded iteths 947 40¢ 1,21« 68¢
Tax benefit related to sale of Sirna Therapeutios, subsidiary — — 30C —
Net tax benefit from resolution of federal incorag tssue — — — 16C
80t 71¢ 1,732 1,092
Non-GAAP net income 2,52: 2,55¢ 5,14¢ 5,167
Less: Net income attributable to noncontrollingehests 29 29 55 52
Non-GAAP net income attributable to Merck & Co.¢ln $ 2492 $ 253 $ 509 $ 511¢
EPS assuming dilution as reported under GAAP $ 0.6¢ $ 0.3C $ 128 $ 0.8z
EPS differencé 0.17 0.54 0.47 0.87
Non-GAAP EPS assuming dilution $ 0.858 % 084 $ 172 $ 1.6¢

@ Amounts in 2014 include a net benefit of $517 omiliecorded in connection with AstraZen's option exercise

@ Representthe difference between calculated GAAP EPS andulzad nonGAAP EPS, which may be different than the amouluulzded by dividing the impact of 1
excluded items by the weighted-average sharesiéoapplicable period.

Acquisition and Divestiture-Related Costs

Non-GAAP income and no@AAP EPS exclude the impact of certain amountsroEmb in connection with mergers, acquisiti
and divestitures. These amounts include the anatidiz of intangible assets, as well as intangilstgeaimpairment charges. Also excludec
incremental, thirdparty integration costs associated with the Mergech as costs related to legal entity and sysiatagration, as well :
transaction and certain other costs associatedhwitiness acquisitions and divestitures. These eosstexcluded because management be
that these costs are not representative of ongwnmal business activities.

Restructuring Costs

Non-GAAP income and no@AAP EPS exclude costs related to restructuringoast(see Note 2 to the interim consolid;
financial statements). These amounts primarilyudel employee separation costs and acceleratedcilme associated with facilities to
closed or divested. Accelerated depreciation cagisesent the difference between the depreciatiparese to be recognized over the rev
useful life of the site, based upon the anticipatatk the site will be closed or divested, and e@ption expense as determined utilizing
useful life prior to the restructuring actions. Resturing costs also include asset abandonmeant;dsiwn and other related costs, as we
employeerelated costs such as curtailment, settlement emdination charges associated with pension and gibstretirement benefit pla
and shardsased compensation costs. The Company has undemagteucturings of different types during the aeeeperiods and, therefao
these charges should not be
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considered non-recurring; however, management dgslthese amounts from non-GAAP income and @AAP EPS because it believes |
helpful for understanding the performance of theticming business.

Certain Other Items

Non-GAAP income and noAAP EPS exclude certain other items. These iteepsesent substantive, unusual items tha
evaluated on an individual basis. Such evaluatmrsiclers both the quantitative and the qualitasisieect of their unusual nature and gene
represent items that, either as a result of thefune or magnitude, management would not anticigzdé they would occur as part of
Company’s normal business on a regular basis. Beddrom non-GAAP income and n@AAP EPS is a gain recognized in conjunction
AstraZeneca option exercise, including a related net tax bieae the transaction (see Note 7 to the interonsolidated financial statemen
a tax benefit from the sale of Sirna (see Note i¢ointerim consolidated financial statements) anax benefit from the resolution of a fed
income tax issue (see Note 13 to the interim cadatad financial statements).

Research and Development Update

In May 2014, Merck announced that the FDA appraXedtivity (vorapaxar), a protease-activated receptor-1 (RARAtagonist fc
the reduction of thrombotic cardiovascular eventpatients with a history of myocardial infarction with peripheral arterial disease. -
prescribing information foZontivity includes a boxed warning regarding bleeding rigdntivity is not for use in patients with a history
stroke, transient ischemic attack or intracran@&hbrrhage, or with active pathological bleeding.

In April 2014, Merck announced that the FDA appmby@rastek(Timothy Grass Pollen Allergen Extract) aRagwitek(Shor
Ragweed Pollen Allergen Extract) tablets for sujplial useGrastekis an allergen extract indicated as immunotherapytfe treatment of gre
pollen-induced allergic rhinitis with or without gjuinctivitis confirmed by positive skin test or vitro testing for pollerspecific IgE antibodie
for Timothy Grass or cross-reactive grass poll@mastekis approved for use in persons 5 through 65 yehege.Ragwitekis an allerge
extract indicated as immunotherapy for the treatroéishort ragweed pollemduced allergic rhinitis with or without conjuneitis confirmec
by positive skin test oin vitro testing for pollen-specific IgE antibodies for shoagweed pollenRagwitekis approved for use in adults
through 65 years of age. Neith@rasteknor Ragwitekis indicated for the immediate relief of allergingtoms. The prescribing informati
for Grastekand Ragwitekincludes a boxed warning regarding severe allergigctions. BothGrastekand Ragwitek, as well as an ongoi
Phase 3 program for sublingual immunotherapy tahtettreat allergic rhinitis associated with hodsist mites, are part of a North Amel
partnership between Merck and ALK-Abello.

In May 2014, Merck announced that the FDA has aeckfor review the Biologics License ApplicatioB{tA") for pembrolizuma
(MK-3475), Merck’s investigational anti-PD-antibody, for the treatment of unresectable otastatic melanoma in patients who have |
previously treated with ipilimumab. The FDA granteédority Review designation with a PrescriptionuDrUser Fee Act (‘“PDUFA"flate o
October 28, 2014 and the pembrolizumab BLA willregiewed under FDA Accelerated Approval program. The FDA previougtgnte:
pembrolizumab Breakthrough Therapy designationafitvanced melanoma, the most dangerous type ofcskiner. The designation of
investigational drug as a Breakthrough Therapytierided to expedite the development and reviewaainalidate that is planned for use, a
or in combination, to treat a serious or lifgeatening disease or condition when prelimindiyical evidence indicates that the drug 1
demonstrate substantial improvement over existimgrapies on one or more clinically significant eoidgs. If approved by the FD
pembrolizumab has the potential to be the firstBBt-1 antibody in a new class of immune checkpoint nhatdus in the United States. In Ji
2014, Merck announced the European Medicines Agéhey'EMA”) accepted for review a Marketing Autliation Application (“MAA”) for
pembrolizumab for the treatment of advanced melandmapproved by the EC, pembrolizumab has them@l to be the first anti-PD-
antibody in Europe. Additional regulatory filings éther countries outside of Europe are plannethéyend of 2014.

The pembrolizumab clinical development program atsudes studies across a broad range of canpestincluding: bladde
colorectal, gastric, head and neck, melanoma,smaaf cell lung, renal, triple negative breast &mthatological malignancies. In addition,
Company has announced four collaborations withrgtharmaceutical companies to evaluate novel coatioim regimens with pembrolizumi
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In April 2014, the FDA accepted the Company'’s resission of its NDA for MK4305, suvorexant, an investigational insor
medicine in a new class of medicines called oreg@eptor antagonists for use in patients with diftly falling or staying asleep. In July 20
the Company announced that it had received a C&h the FDA regarding the NDA for suvorexant. In @RL, the FDA advised Merck th
(1) the efficacy of suvorexant has been establishetbses of 10 mg to 40 mg in elderly and elrerly adult patients; (2) 10 mg should be
starting dose for most patients and must be auailagfore suvorexant can be approved; (3) 15 mg28nchg doses would be appropriat
patients in whom the 10 mg dose is welkerated but not effective; and (4), for patietatking concomitant moderate CYP3A4 inhibitors,
mg dose would be necessary. In addition, the FDt&rdened that the safety data do not support tipeosal of suvorexant 30 mg and 40 |
As previously disclosed, both FDA approval and gasate scheduling determination by the U.S. DrufpEement Administration are requil
before Merck can introduce suvorexant in the Uni¢ates. The Company has submitted a new drugcapipl for suvorexant to the hee
authorities in Japan and is continuing with plamsdek approval for suvorexant in other countriesired the world.

In July 2014, Merck received a CRL from the FDA ftg NDA for MK-8962, corifollitropin alfa injection, a sustainedllicle
stimulant for controlled ovarian stimulation in wemparticipating in assisted reproductive techniefagMerck is evaluating the informat
provided in the CRL. Corifollitropin alfa injectias marketed aklonvain certain markets outside the United States.

In May 2014, the Company confirmed plans to submithe second half of 2014, an NDA for MK-0822 aodcatib, an oradnce
weekly investigational treatment for patients wikteoporosis. Abstracts for efficacy and safetyadabm the Compang’ large fractur
outcomes study have been submitted for presentatianmedical meeting later in 2014. In the Phafa@ure study, odanacatib substant
reduced the risk of osteoporotic fractures vs.gihac including vertebral, novertebral and hip fractures, and the risk reductias robust ar
sustained. Adverse experiences were generally tadabetween the odanacatib and placebo groups. dmadjudicated adverse effe
associated with odanacatib, morphea (areas of thkikening with itching) was reported uncommonly0(2%), with improvement aft
discontinuation, and femoral shaft fractures ohtypical type were rare (<0.1%). Both were higlinant placebo. There were no reported ¢
of osteonecrosis of the jaw. Numerical imbalancesenalso seen for adjudicated atrial fibrillatiomdastrokes, though major cardiovasc
events were balanced overall.

In June 2014, MK-5172A, an all-oral combinationinegn consisting of MK-5172, an investigational h#ga C virus (“HCV”)
NS3/4A protease inhibitor, and N-8742, an investigational HCV NS5A replication cdexpinhibitor, began Phase 3 clinical trials. MH~72A
was granted Breakthrough Therapy designation irolat 2013 by the FDA for treatment of chronic HGMection. MK5172A is bein
investigated in a broad clinical program that inlels studies in patients with multiple HCV genotypd® are treatmemaive, treatme
failures as well as other important HCV subpopuolagisuch as patients with cirrhosis and those fawtied with HIV.

In August 2014, Merck completed the acquisitiorid&nix for approximately $3.85 billion. Idenix iskdopharmaceutical compa
engaged in the discovery and development of megkidior the treatment of human viral diseases, whdggary focus is on the developmen
next-generation oral antiviral therapeutics to treat Hi@féction. Idenix currently has three HCV drug datates in clinical development: t
nucleotide prodrugs (IDX21437 and IDX21459) and &5N inhibitor (samatasvir). These novel candidaies being evaluated for th
potential inclusion in the development of all og@dn-genotypic fixed-dose combination regimens.

In May 2014, Merck and Endocyte, Inc. (“Endocytéthe Companys collaboration partner) announced the withdrawathe
conditional MAA from the EMA for vintafolide for # treatment of adult patients with folate recemtositive, platinunresistant ovarie
cancer, in combination with pegylated liposomalafobicin (“PLD”). The Companiediecision was based on review of interim data frbe
PROCEED trial. The PROCEED trial has been termihatesed on the Data Safety Monitoring Board’s {®MB”) recommendation that t
study be stopped because vintafolide in combinatith PLD versus PLD alone did not meet the prezHjga criteria for progressiofree
survival to allow continuation of the study. The B did not identify any safety concerns for theipats enrolled in the PROCEED trial.
June 2014, Merck returned worldwide rights for a&fotide in all indications to Endocyte.
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The chart below reflects the Compasiyesearch pipeline as of July 31, 2014. Candidgites/n in Phase 3 include specific prod
and the date such candidate entered into Phaseelogement. Candidates shown in Phase 2 includemthst advanced compound witl
specific mechanism or, if listed compounds have dame mechanism, they are each currently intende@dmmercialization in a giv:
therapeutic area. Small molecules and biologicsgaren MK-number designations and vaccine candglate given Vhumber designatior
Except as otherwise noted, candidates in Phasdditjamal indications in the same therapeutic aed additional claims, line extension:

formulations for in-line products are not shown.

Phase 2

Phase 3 (Phase 3 entry date)

Under Review

Alzheimer's Disease
MK-7622
Asthma
MK-1029
Bacterial Infection
MK-7655
Cancer
MK-2206
Contraception, Medicated IUS
MK-8342
Contraception, Next Generation Ring
MK-8175A
MK-8342B
HIV
MK-1439 (doravirine)
Non-Small Cell Lung Cancer
MK-3475 (pembrolizumabl)
Pneumoconjugate Vaccine
V114

Allergy
MK-8237, House Dust Mite (March 201&®)
Atherosclerosis
MK-0859 (anacetrapib) (May 2008)
Alzheimer's Disease
MK-8931 (December 2013)
Clostridium difficile Infection
MK-3415A (actoxumab/bezlotoxumab)
(November 2011)
CMV Prophylaxis in Transplant Patients
MK-8228 (letermovir) (June 2014)
Diabetes Mellitus
MK-3102 (omarigliptin) (September 2012)
MK-8835 (ertugliflozin) (November 2013)
MK-1293 (February 2014)
Hepatitis C
MK-5172A (June 2014()
Herpes Zoster
V212 (inactivated VZV vaccine) (December 2010)
Osteoporosis
MK-0822 (odanacatib) (September 2007)
Pediatric Hexavalent Combination Vaccine
V419 (April 2011)
Psoriasis
MK-3222 (tildrakizumab) (December 2012)

Fertility

MK-8962 (corifollitropin alfa injection) (U.S.)(4)
Hepatitis C

MK-7009 (vaniprevir) (Japan)
HPV-Related Cancers

V503 (HPV vaccine (9 valent)) (U.S.) (EU)
Insomnia

MK-4305 (suvorexant) (U.S()
Melanoma

MK-3475 (pembrolizumab) (U.S.) (EU)
Neuromuscular Blockade Reversal

MK-8616 (sugammadex sodium injection)

(U.S.)6B)

Thrombosis

MK-5348 Zontivity (EU)

Footnotes:
(1) Phase 2/3 adaptive design.
(2) North American rights only.

(3) MK-5172A is the combination of MK-5172 and MK-
8742.

(4) In July 2014, Merck received a CRL from the FDA for
corifollitropin alfa injection (MK-8962). Merck is
evaluating the information provided in the CRL.

(5) In June 2013, Merck received a CRL from the FDA f
suvorexant (MK-4305). In April 2014, the FDA acoegt
the Company'’s resubmitted NDA.

(6) In September 2013, Merck received a CRL fromRDA
for the resubmission of the NDA for sugammadex sadi
injection (MK-8616). To address the CRL, the Compén
conducting a hypersensitivity study and anticipéilesy
an NDA resubmission with the FDA in 2014.

The pipeline chart above does not reflect cand&dalb¢ained in connection with the acquisition afritk which closed in August

2014 as discussed above.

Selected Joint Venture and Affiliate Information

AstraZeneca LI

In 1998, Merck and Astra completed the restructuohthe ownership and operations of their exisjoigt venture whereby Mer

acquired Astra’s interest in KBI Inc. (“KBI") andoatributed KBI's operating assets to a new U.S. limited partnergkstra Pharmaceutici
L.P. (the “Partnership™)in exchange for a 1% limited partner interest. Astontributed the net assets of its wholly ownelasiliary, Astri
USA, Inc., to the Partnership in exchange for a 3f¥eral partner interest. The Partnership, renakstrdiZeneca LP (“AZLP”) upon Astrs’
1999 merger with Zeneca Group Plc, became the sixelulistributor of the products for which KBI rited rights.

On June 30, 2014, AstraZeneca exercised its optigrurchase Merck’s interest in KBI for $419 mitiin cash. Of this amoul
$327 million reflects an estimate of the fair vabfeMerck’s interest in Nexium and Prilosec. This portiorihaf exercise price, which is subj
to a true-up in 2018 based on actual sales frosingoin 2014 to June 2018, was deferred and willdoegnized over time i@ther (income
expense, neds the contingency is eliminated as sales occwa.rémaining exercise price of $91 millipnimarily represents a multiple of
times Merck’s average 1% annual profit allocatiothe partnership
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for the three years prior to exercise. Merck re@gphthe $91 million as a gain in the second quantel first six months of 2014 withidthel
(income) expense, nefis a result of AstraZeneca'’s option exercise,Gbepanys remaining interest in AZLP was redeemed. Accaylginthe
Company also recognized a non-cash gain of appairisn $650 million in the second quarter and fgst months of 2014 withirDthel
(income) expense, netsulting from the retirement of $2.4 billiaf KBI preferred stock (see Note 9 to the interionsolidated financi
statements), the elimination of the Company’s #iildon investment in AZLP and a $340 millioreduction of goodwill. This transacti
resulted in a net tax benefit of $517 million iretbecond quarter and first shonths of 2014 primarily reflecting the reversaldeferred taxe
on the AZLP investment balance.

As a result of AstraZeneca exercising its opticpaJuly 1, 2014, the Company no longer recordstgdgncome from AZLP an
supply sales to AZLP have terminated.

Sanofi Pasteur MSD

In 1994, Merck and Pasteur Mérieux Connaught (n@mwo8 Pasteur S.A.) established an equelkred joint venture to mark
vaccines in Europe and to collaborate in the dgmbnt of combination vaccines for distribution inr&pe. Total vaccine sales reportec
SPMSD were $213 million and $207 million in the @ed quarter of 2014 and 2018espectively, and were $430 million and $437 ionillfor
the first six months of 2014 and 2013, respectivBMSD sales dbardasilwere $55 million and $61 million for the second deraof 2014
and 2013, respectively, and were $119 million h84 million for the first six months of 2014 and13, respectively.

The Company records the results from its intere&t4LP and SPMSD ifequity income from affiliates

Liquidity and Capital Resources

(% in millions) June 30, 2014 December 31, 2013
Cash and investments $ 26,01¢ % 27,25¢t
Working capital 15,65¢ 17,817
Total debt to total liabilities and equity 23.6% 23.71%

Cash provided by operating activities was $4.7dillin both the first six months of 2014 and 201Gash provided by operati
activities in the first six months of 2014 includ&232 million received in connection with the safehe U.S. marketing rights ®aphris. Casl
provided by operating activities for the first snonths of 2013 includes a payment of $480 milliercdnnection with the previously disclo:
settlement of certain litigation. Cash provideddperating activities continues to be the Compsamyimary source of funds to finance opere
needs, capital expenditures, treasury stock pueshand dividends paid to shareholders. Global enanoonditions and ongoing sovere
debt issues, among other factors, have adversédctafl foreign receivables in certain European tries) (see Note 4 to the intel
consolidated financial statements). Additionallye tCompany continues to expand in the emerging etsrikhere payment terms tend tc
longer. While the Company continues to receive paynon these receivables, these conditions hawdtedsin an increase in the aver
length of time it takes to collect accounts reckigautstanding thereby adversely affecting cashiged by operating activities.

Cash used in investing activities was $3.9 billionthe first six months of 2014 compared with $8ilon in the first sixmonths o
2013primarily reflecting higher purchases of securitesl other investments, partially offset by higheyceeds from the sales of securities
other investments, cash received from the dispositof businesses primarily related to the tramsactith Aspen (see Note 2 to the inte
consolidated financial statements) and cash redaiveonnection with AstraZenecabption exercise (see Note 7 to the interim cadatsc
financial statements). Cash used in financing deg/was $6.7 billion in the first six months @2 compared with $451 million in the firsi
months of 2013 driven primarily by lower proceedsi the issuance of debt and a decrease in shontborrowings, partially offset by low
purchases of treasury stock, lower payments onatabhigher proceeds from the exercise of stocloogt

At June 30, 2014 , the total of worldwide cash andstments was $26.0 billion , including $13.4ibil of cash, cash equivale
and short-term investments and $12.6 billion ofglderm investments. Generally 8096% of these cash and investments are held bygh
subsidiaries and would be subject to significamt payments if such cash and investments were iaf@drin the form of dividends. T
Company records U.S. deferred tax liabilities fertain unremitted earnings, but when amounts eaonetseas are expected to be indefin
reinvested outside of the United States, no acdrall.S. taxes is provided. The amount of cash iandstments held by U.S. and fore
subsidiaries fluctuates due to a variety of factoctuding the timing and receipt of payments ie tiormal course of business. Cash pro\
by operating activities in the United States camimto be the Comparsyprimary source of funds to finance domestic dpeganeeds, capit
expenditures, a portion of treasury stock purchasesdividends paid to shareholders.

Capital expenditures totaled $507 million and $w@6Hdion for the first six months of 2014 and 201&spectively.
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Dividends paid to stockholders were $2.6 billion hoth the first six months of 2014 and 2018 May 2014, the Board of Directt
declared a quarterly dividend of $0.44 per sharehenCompanys common stock that was paid in July 2014. In R@¢4, the Board !
Directors declared a quarterly dividend for thertbuguarter of $0.44 per share on the Compamgmmon stock that is payable in Octt
2014.

On May 1, 2013, the Company announced that itschofudirectors authorized additional purchasesmfa$15 billion of Mercké
common stock for its treasury. Purchases may beenradpenmarket transactions, block transactions on or nfeachange, or in private
negotiated transactions. During the first six menti 2014 , the Company purchased $3.4 bil{e@ million shares) for its treasury. As
June 30, 2014 , the Company had approximately l§iGn remaining under the May share repurchasgam.

As discussed above, in May 2014, the Company arcaslithat it had entered into a definitive agreentesell its MCC business
Bayer for $14.2 billion. The Company expects afterproceeds from the sale of MCC to be betwee@ Bilion and $9.0 billion. Merck wi
use the aftetax proceeds, consistent with its capital allogatitrategy, to resource those areas within itsnessi that represent the higl
potential growth opportunities, such as pembroliabniMerck’s investigational anti-PD-1 antibody),aogment the Compars/pipeline witl
external assets that can create value and to centmprovide return of capital to shareholdersrddexpects to close the sale of MCC in
second half of 2014, subject to customary closimggddions, including regulatory approvals. The Campalso announced a worldwide clin
development collaboration with Bayer to market aedelop sGC modulators under which Merck will makeupfront payment to Bayer
$1.0 billion with the potential for additional m#tone payments upon the achievement of aguped-sales goals. Also as discussed abo
August 2014, Merck acquired Idenix for approximgat®8.85 billion in cash.

In August 2014, the Company terminated its existirggit facility and entered into a new $6.0 billidive-year credit facility the
matures in August 2019. The facility provides bazkiquidity for the Company commercial paper borrowing facility and is toused fo
general corporate purposes. The Company has nehdranding from this facility.

Critical Accounting Policies

The Company'’s significant accounting policies, whieclude managemestbest estimates and judgments, are included ia Rl
the consolidated financial statements for the yealed December 31, 2013 included in Merck’s ForaK ¥ed on February 27, 2014. Cert
of these accounting policies are considered cliisadisclosed in the Critical Accounting Policesction of Managemeist'Discussion ar
Analysis of Financial Condition and Results of CGytems included in Merck’s Form 1R-because of the potential for a significant impax
the financial statements due to the inherent uaieyt in such estimates. There have been no sigmifichanges in the Compasycritica
accounting policies since December 31, 2013 .

Recently Issued Accounting Standards

In May 2014, the Financial Accounting Standards fdasued amended accounting guidance on revemognition that will b
applied to all contracts with customers. The olijecbf the new guidance is to improve comparabitifyevenue recognition practices ac
entities and to provide more useful informationusers of financial statements through improvedlo$sse requirements. This guidanc
effective for annual and interim periods beginnin2017. Early adoption is not permitted. The Comp& currently assessing the impac
adoption on its consolidated financial statements.

Item 4. Controls and Procedures

Management of the Company, with the participatiérit© Chief Executive Officer and Chief Financiaffioer, has evaluated t
effectiveness of the Company’s disclosure contaold procedures over financial reporting for thaéquecovered by this Form 1Q- Based o
this assessment, the Company’s Chief Executivec@ffand Chief Financial Officer have concluded tmabf June 30, 2014 , the Company’
disclosure controls and procedures are effective.

CAUTIONARY FACTORS THAT MAY AFFECT FUTURE RESULTS

This report and other written reports and oralestegnts made from time to time by the Company manaio so-called “forward-
looking statements,” all of which are based on ngan@ents current expectations and are subject to risksusmedrtainties which may cat
results to differ materially from those set fonththe statements. One can identify these fornleolling statements by their use of words suc
“anticipates,” “expects,” “plans,” “will,” “estimags,” “forecasts,” “projectsand other words of similar meaning. One can alsatifly them b
the fact that they do not relate strictly to higtal or current facts. These statements are likelpddress the Compamsygrowth strateg
financial results, product development, productrapgls, product potential and development progradrse must carefully consider any s
statement and should understand that many factoutd ccause actual results to differ materially frahe Company’s forwaréboking
statements. These factors include inaccurate agguma@nd a broad variety of other risks and umgeties, including some that are known
some that are not. No forward-looking statementlmguaranteed and actual future results may vatgnnally.
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The Company does not assume the obligation to apday forwardooking statement. One should carefully evaluateh
statements in light of factors, including risk fa, described in the Companyfilings with the Securities and Exchange Commis
especially on Forms 10-K, 10-Q and 8-K. In Item TRisk Factors” of the Company’s Annual Report oorfa 10-K for the year ende
December 31, 2013, as filed on February 27, 201t Company discusses in more detail various impbrisk factors that could cause ac
results to differ from expected or historic resultke Company notes these factors for investopeasitted by the Private Securities Litigal
Reform Act of 1995. One should understand thas maot possible to predict or identify all such &ast Consequently, the reader shoulc
consider any such list to be a complete statemfeadt potential risks or uncertainties.

PART Il - Other Information

Item 1. Legal Proceedings

The information called for by this Item is incorpted herein by reference to Note 8 included in Rartm 1, Financial Stateme|
(unaudited) — Notes to Consolidated Financial Stafats.

Item 2. Unregistered Sales of Equity Securities ldad of Proceeds

Issuer purchases of equity securities for the threeths ended June 30, 2014 were as follows:

ISSUER PURCHASES OF EQUITY SECURITIES

($ in millions)

Total Number Average Price Approximate Dollar Value of Shares

of Shares Paid Per That May Yet Be Purchased

Period Purchased Share Under the Plans or Prograftis
April 1 - April 30 9,218,671 $56.24 $8,6932
May 1 - May 31 12,800,89 $56.37 $7,972
June 1 - June 30 17,325,90 $58.0€ $6,96€
Total 39,345,46 $57.0¢ $6,96€

@ All shares purchased during the period were madpaasof a plan approved by the Board of Directorday 2013 to purchase up to $15 billion in Mestiares

Iltem 6. Exhibits

Number Description
3.1 — Restated Certificate of Incorporation of Merck &.Cmc. (November 3, 2009) kacorporated by reference to Curr

Report on Form 8-K filed on November 4, 2009 (N&5F1)

3.2 — By-Laws of Merck & Co., Inc. (effective February,Z914) — Incorporated by reference to Annual Repor=orm 10K
for the Fiscal Year Ended December 31, 2013 (N&571)

31.1 — Rule 13a - 14(a)/15d — 14(a) Certification of ClieEcutive Officer

31.2 — Rule 13a - 14(a)/15d — 14(a) Certification of Ciiafancial Officer

32.1 — Section 1350 Certification of Chief Executive O#ic

32.2 —  Section 1350 Certification of Chief Financial O#ic

101 — The following materials from Merck & Co., Inc.’s @uerly Report on Form 1Q- for the quarter ended June 30, 2(

formatted in XBRL (Extensible Business Reportingigaage): (i) the Interim Consolidated Statemenhobme, (ii) the
Interim Consolidated Statement of Comprehensiveorirg; (iii) the Interim Consolidated Balance Shdgt) the
Consolidated Statement of Cash Flows, and (v) Notésterim Consolidated Financial Statements.
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Signatures

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdéport to be signed on its behalf by the
undersigned thereunto duly authorized.

MERCK & CO., INC.

Date: August 7, 2014 /sl Bruce N. Kuhlik
BRUCE N. KUHLIK
Executive Vice President and General Counsel

Date: August 7, 2014 /sl Rita A. Karachun
RITA A. KARACHUN
Senior Vice President Finance - Global Controller
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Number

3.1

3.2

31.1

31.2

32.1

32.z

101

EXHIBIT INDEX

Description

Restated Certificate of Incorporation of Merck &.Cmc. (November 3, 2009) kacorporated by reference to Curr
Report on Form 8-K filed on November 4, 2009 (N&5F1)

By-Laws of Merck & Co., Inc. (effective February,2Z814) — Incorporated by reference to Annual Repor-orm 10K
for the Fiscal Year Ended December 31, 2013 (Ne571)

Rule 13a — 14(a)/15d — 14(a) Certification of Chiekcutive Officer
Rule 13a — 14(a)/15d — 14(a) Certification of Cliafancial Officer
Section 1350 Certification of Chief Executive Offic
Section 1350 Certification of Chief Financial O#ic

The following materials from Merck & Co., Inc.’s @Querly Report on Form 1Q-for the quarter ended June 30, 2(
formatted in XBRL (Extensible Business Reportingiggaage): (i) the Interim Consolidated Statemerihobme, (ii) the
Interim Consolidated Statement of Comprehensiverire; (iii) the Interim Consolidated Balance Shée), the Interim
Consolidated Statement of Cash Flows, and (v) tménterim Consolidated Financial Statements.
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Exhibit 31.1
CERTIFICATION
I, Kenneth C. Frazier, certify that:
1. I have reviewed this quarterly report on FA®rQ of Merck & Co., Inc.;

2. Based on my knowledge, this report does aptain any untrue statement of a material factroit to state a material fact necessa
make the statements made, in light of the circunt&ts under which such statements were made, ntgadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statémeand other financial information included instmeport, fairly present in all matel
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrard’ other certifying officer(s) and | are responsituleestablishing and maintaining disclosure cdetemd procedures {
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-1
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and praesdwr caused such disclosure controls and proesdo be designed under
supervision, to ensure that material informatiolatieg to the registrant, including its consolidhtgubsidiaries, is made known to us
others within those entities, particularly duriig period in which this report is being prepared;

b) Designed such internal control over finanegborting, or caused such internal control ovearicial reporting to be desigr
under our supervision, to provide reasonable amssaraegarding the reliability of financial repogirand the preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registsaditsclosure controls and procedures and presantéis report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such evaluation; and

d) Disclosed in this report any change in thgisteant’s internal control over financial repodithat occurred during the registrant’
most recent fiscal quarter (the registrarfburth fiscal quarter in the case of an annuabr® that has materially affected, or is reasoy
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitaadmmittee of the registramst’board of directors (or persons performing theiveden!
functions):

a) All significant deficiencies and material Waasses in the design or operation of internalrobotwer financial reporting which &
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that ilmves management or other employees who have dfis@mtirole in the registrarg’
internal control over financial reporting.

Date: August 7, 2014

By: /sl Kenneth C. Frazier

KENNETH C. FRAZIER
Chairman, President and Chief Executive Officer




Exhibit 31.z
CERTIFICATION
I, Robert M. Davis, certify that:
1. I have reviewed this quarterly report on FA®rQ of Merck & Co., Inc.;

2. Based on my knowledge, this report does aptain any untrue statement of a material factroit to state a material fact necessa
make the statements made, in light of the circunt&ts under which such statements were made, ntgadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statémeand other financial information included instmeport, fairly present in all matel
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrard’ other certifying officer(s) and | are responsituleestablishing and maintaining disclosure cdetemd procedures {
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-1
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and praesdwr caused such disclosure controls and proesdo be designed under
supervision, to ensure that material informatiolatieg to the registrant, including its consolidhtgubsidiaries, is made known to us
others within those entities, particularly duriig period in which this report is being prepared;

b) Designed such internal control over finanegborting, or caused such internal control ovearicial reporting to be desigr
under our supervision, to provide reasonable amssaraegarding the reliability of financial repogirand the preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registsaditsclosure controls and procedures and presantéis report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such evaluation; and

d) Disclosed in this report any change in thgisteant’s internal control over financial repodithat occurred during the registrant’
most recent fiscal quarter (the registrarfburth fiscal quarter in the case of an annuabr® that has materially affected, or is reasoy
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitaadmmittee of the registramst’board of directors (or persons performing theiveden!
functions):

a) All significant deficiencies and material Waasses in the design or operation of internalrobotwer financial reporting which &
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that ilmves management or other employees who have dfis@mtirole in the registrarg’
internal control over financial reporting.

Date: August 7, 2014

By: /sl Robert M. Davis

ROBERT M. DAVIS
Executive Vice President & Chief Financial Officer




Exhibit 32.1

Section 1350
Certification of Chief Executive Officer

Pursuant to 18 U.S.C. Section 1350, the undersigffextr of Merck & Co., Inc. (the “Company”hereby certifies that the Compar
Quarterly Report on Form 10-Q for the quarter endigne 30, 2014 (the “Report”) fully complies witietrequirements of Section 13(a) or 1

(d) of the Securities Exchange Act of 1934 and thatinformation contained in the Report fairly sgats, in all material respects, the finar
condition and results of operations of the Company.

Dated: August 7, 2014 /sl Kenneth C. Frazier

Name: KENNETH C. FRAZIER
Title: Chairman, President and Chief Executive Officer




Exhibit 32.

Section 1350
Certification of Chief Financial Officer

Pursuant to 18 U.S.C. Section 1350, the undersigffexr of Merck & Co., Inc. (the “Company”hereby certifies that the Compat
Quarterly Report on Form 10-Q for the quarter endigne 30, 2014 (the “Report”) fully complies witietrequirements of Section 13(a) or 1

(d) of the Securities Exchange Act of 1934 and thatinformation contained in the Report fairly sgats, in all material respects, the finar
condition and results of operations of the Company.

Dated: August 7, 2014 /s/ Robert M. Davis

Name: ROBERT M. DAVIS
Title:  Executive Vice President & Chief Financial Officer




