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MSD VACCINES LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER
2021

Strategic Report for the Year Ended 31 December 2021
The directors present their strategic report for the year ended 31 December 2021.

Business review

The company ceased to trade on the 23 October 2018 when the lease faor the Maidenhead property was
transferred in name to Merck Sharp & Dohme UK Limited who as of this date assumed responsibility for all lease
obligations. Accordingly, the financial statements have been prepared on a basis other than going concern. No
adjustments were needed in these financial statements to reduce assets to their realisable values or to provide
for liahilities arising from this decision.

The results for the financial year show a loss for the year of £101,024 (2020: loss of £84,039). The company is
in a net asset position as at 31 December 2021 amounting to £5,259,012 (2020: net asset of £5,360,036).

No dividend was paid during the year (2020: £nil).

Principal risks and uncertainties

Amounts due from group undertakings

Credit risk, liquidity risk and cash flow risk are all related to other group undertakings being able to settle the
intercompany receivable position when requested. Periodic reviews are undertaken of the carrying values of its
intercompany receivables to ensure these assets are stated at their respective recoverable amounts.

Directors' indemnities

The Company maintains liability insurance for its directors and officers, this insurance was in force during the
year and at the date of approval of the financial staternents. The insurance is a qualifying third party indemnity
provision for the purposes of the Companies Act 2006,

This report was approved by the board on 5 August 2022 and signed on its behalf.

................................................

E Can Temucin
Director




MSD VACCINES LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The directors present their report and the audited financial statements for the year ended 31 December 2021.
Principal activities

The company ceased to trade on the 23 October 2018.

Directors

The Directors who were in office during the year and up to the date of approval of the financial statements were:

JW Phipps (resigned 01 April 2021)

D Peacock (resigned 01 April 2021}
S Nicholson (resigned 01 April 2021)
E Can Temucin

M Rogers {(appointed 01 April 2021)

Qualified third party indemnity provision

As permitted by the Articles of Association, the Directors have the benefit of an indemnity which is a qualifying third
party indemnity provision as defined by Section 234 of the Companies Act 2006. The indemnity was in force
throughout the last financial year and is currently in force. The company also purchased and maintained throughout
the financial year Directors' and Officers’ liability insurance in respect of itself and its directors.

Going concern and future developments

The company ceased to trade on 23 October 2018. Accordingly, the financial statements have been prepared on a
basis other than going concern. No adjustments were needed in these financial statements to reduce assets to their
realisable values or to provide for liabilities arising from this decision.

On 22 March 2022 MSD Vaccines Limited underwent a capital reduction. The company reduced the amount in
share capital by 299,999 of £1 issued shares. The sum of this reduclion was credited to the profit and loss reserves.
On 21 April 2022 MSD Vaccines Limited paid an interim dividend of £5,260,483 to Schering Plough Holdings
Limited.

In February 2022, Russia invaded Ukraine. The MSD Group's {hearafter referred to as “The Group”) primary
concerns are the safety and well-being of its employees and ensuring patients and customers have continued
access to medicines and vaccines needed for patient and public health. The Group is working cross-functionally
across the globe to monitor and mitigate interruptions to business continuity resulting from the war, including its
impact on its supply chain, operations and clinical trials. For humanitarian reasons, the Group is continuing to supply
essential medicines and vaccines in Russia while working to maintain compliance with evalving international
sanctions. The Group plans to denate profits resuilting from its operations in Russia to humanitarian causes.

The Group does not have research or manufacturing facilities in Russia, currently does not plan to make further
investments in Russia, and has suspended screening and enrolment in ongoing clinical trials as well as planning for
new studies in Russia, although it continues to treat patients already enrolled in existing clinical trials and collect
data from these studies. The Group is also using its resources lo help alleviate the humanitarian crisis in Ukraine,
including through donations of funds and products.

The financial impacts of the war were immaterial to the Group’s consolidated financial statements for the first quarter
of 2022. Combined sales to Russia and Ukraine were approximately 1% of total Group consolidated sales for the full
year of 2021. No significant impact was noted in respect of MSD Vaccines Limited.

Results and dividends

The loss for the year from operations was £101,024 (2020 Loss £84,039). During the year no interim dividend was
paid (2020 - £nil). No final dividend will be proposed or paid in relation to the year ended 31 December 2021.



MSD VACCINES LIMITED

DIRECTORS' REFORT {continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

Financial risk management

The Company does not trade and the principal risks and uncertainties for the period ending 31 December 2021
relate to the recoverability of it amounts owed by group undertakings. Periodic reviews are undertaken of the
carrying values of intercompany receivables to ensure that these assets are stated at their respective recoverable
amounts. Given the straightforward nature of the company's operations, key performance indicators are not used
by the directors’ members to understand the company’s operations.

Credit risk

Credit risk relates to other group undertakings being able to settle the intercompany receivable position when
requested. Periodic reviews are undertaken of the carrying values of the intercompany receivables to ensure that
these assets are stated at their respective recoverable amounts.

Liguidity risk
Liguidity is managed by the Company's cash balances and support from fellow Merck & Co., Inc. (ultimate parent

undertaking) related companies. Regular reviews are undertaken of the company’s receivables and payables when
considering its cash needs and funding arrangements.

Interest rate risk

The Company does not have a material exposure to interest rate risk. There are no long-term external debts, and
the intercompany debts are interest free.

Foreign exchange risk

The Company undertakes transactions denominated in foreign currencies. The risk is limited to intercompany
paymenis denominated in Euro.



MSD VACCINES LIMITED

DIRECTORS' REPORT {continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

Statement of directors’ responsibilities in respect of the financial statements

The directors are responsible for preparing the Annual Report and Financial Statements and the financial
statements in accordance with applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accoynting Practice {United Kingdom Accounting Standards, comprising FRS 101 "Reduced Disclosure
Framework”, and applicable law).

Under company law, directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that peried. In
preparing the financial statements. the directors are required to:

+ select suitable accounting policies and then apply them consistently;

* state whether applicable United Kingdom Accounting Standards, comprising FRS 101 have been followed,
subject to any material departures disclosed and explained in the financial statements;

* make judgements and accounting estimates that are reasonable and prudent; and

« prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for safeguarding the assets of the company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.

The directors are also responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006.

Directors’ confirmations
In the case of each director in office at the date the directors’ report is approved:

» so far as the director is aware, there is no relevant audit infarmation of which the company’s auditors are
unaware; and

s they have taken all the steps that they ought to have taken as a director in order to make themselves aware
of any relevant audit information and to establish that the company's auditors are aware of that information.

Independent auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and a resolution
concerning their re-appointment will be proposed at the Annual GeneralMeeting.

This report was approved by the board on 5 August 2022 and signed on its behalf.

E Can Temucin
Director



Independent auditors’ report to the members of MSD Vaccines
Limited

Report on the audit of the financial statements

Opinion

In our apinion, MSD Vaccines Limited's financial statements:

+ give a true and fair view of the state of the company's affairs as at 31 December 2021 and of its loss for the year then ended;

+ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice {United Kingdom
Accounting Standards, comprising FRS 101 *Reduced Disclasure Framework”, and applicable law); and

+ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual report and financial statements (the “Annual Report”), which
comprise: the Balance Sheet as at 31 December 2021 the Statement of Comprehensive income and the Statement of Changes in Equity
far the year then ended; and the notes ta the financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law. Our responsibitities
under |SAs {UK) are further described in the Auditors’ responsibilities for the audit of the financial statements section of our report, We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance
with these requirements.

Emphasis of matter - financial statements prepared on a basis other than going concern

In forming our opinion on the financial statements, which is not modified, we draw attention to note 2.1 to the financial statements which
describes the directors’ reasons why the financial statements have been prepared on a basis other than going concern.

Reporting on other information

The other information comprises all of the information in the Annual Repoit other than the financiai statements and our auditors’ report
thereon. The directors are responsible for the other information. Qur opinion on the financial staternents does not cover the other
information and, accordingly, we do not express an audit opinion or, except to the extent otherwise explicitly stated in this report, any
form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge abiained in the audit, or otherwise
appears to be materially misstated. If we identify an apparent material inconsistency or material misstatement, we are required to perform
procedures to conclude whether there is a material misstatement of the financial statements or a material misstatement of the other
information. If, based on the work we have perfermed, we conclude that there is a materiat misstatement of this other information, we are
required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic report and Directors' report, we also considered whether the disclosures required by the UK Companies Act
2006 have been included.

Based on our work undertaken in the course of the audit. the Companies Act 2006 requires us also to report certain opiniens and matters
as described below.

Strategic report and Directors' report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and Directors' report
for the year ended 31 December 2021 is consistent with the financial statements and has been prepared in accordance with applicable
legal requirements.



Independent auditors’ report to the members of MSD Vaccines
Limited

In tight of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did not identify
any material misstatements in the Strategic report and Directors' report.

Responsibilities for the financial statements and the audit

Responsihilities of the directors for the financial statements

As explained more fully in the Statement of directors’ responsibilities in respect of the financial statements, the directors are responsible
for the preparation of the financial statements in accordance with the applicable framework and for being satisfied that they give a true
and fair view. The directars are also responsible for such internal control as they determine is necessary 1o enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statemeants. the directors are responsible for assessing the company's ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the directors either
intend to liquidate the company or to cease operaticns, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or ertor, and to issue an auditors’ report that includes our opinion. Reasonabie assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with 1SAs (UK) wilt always detect a material misstatement when it exists.
Misstatements can arise from fraud or errar and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our
responsibilities, outlined above, 1o detect material misstaterents in respect of irregularities, including fraud. The extent to which aur
pracedures are capable of detecting irregularities, including fraud, is detailed below.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with laws and regulations
related to compliance with the Companies Act 2008, and we considered the extent to which non-compliance might have a material effect
on the financial statements. We evaluated management's incentives and opportunities for fraudulent manipulation of the financial
statements (including the risk of override of cantrols), and determined that the principal risks were related 1o posling inappropriate journals.
Audit procadures performed by the engagement team included:

» auditing the risk of management of override of cantrols including the testing of journais meeting our risk criteria;

« reviewing financial statement disclosures and testing to supporting documentation to assess compliance with applicable laws and
regulations ;

» enguiry of management and those charged with governance around any patential or known non-compliance of laws and regulations.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of non-compliance
with laws and regulations that are not closely related to events and transactions reflected in the financial statements, Alse, the risk of not
detecting a material misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve
deliberate concealment by, for example, forgery or intentional misrepresentations, or through collusion.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at
www.frc.org.uk/auditorsresponsibilities. This description ferms part of our auditors’ report.

Use of this report

This report, including the epinions, has been prepared for and only for the company's members as a body in accordance with Chapter 3
of Part 16 of the Companies Act 2006 and for no other purpose. We dao not, in giving these opinions, accept or assume responsibility for
any other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed
by our prior consent in writing.



Independent auditors’ report to the members of MSD Vaccines
Limited

Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:

« we have not obtained all the information and explanations we reguire for our audit; or

« adequale accounting records have not been kept by the company. or returns adequate for our audit have not been received from
branches not visited by us: or

« certain disclosures of directors’ remuneration specified by law are not made; ar

« the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising fram this responsibility.

M Gromaa

Alex Crompton (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCcopers LLP
Chartered Accountants and Statutory Auditors
Watford

5 August 2022
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MSD VACCINES LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

2021 2020

Notes £ £
Administrative expenses (107,446) (65,862)
Operating loss 4 (107,446) (65,862)
Other interest receivable and similar income 7 8,320 -
Interest payable and similar expenses 7 (2,398) (21,766)
Loss before income tax (101,024} (87,628)
Tax on loss 8 - 3.589
Loss for the financial year (101,024) (84,039)
Other comprehensive income - -
Total comprehensive loss for the financial year (101,024) {84,039)

11



MSD VACCINES LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2021

12

Assets

Current assets

Trade and other receivables
Cash at bank and in hand

Total assets
Equity and liabilities

Equity

Called up share capital
Retained earnings

Total equity

Current liabilities

Trade and other payabies
Total liabiiities

Total liahilities and equity

Notes

5,259,012

10
11

5,259,012

12

5,259,012

2021
£

5,259,012

5,259,012

300,000
4,959,012

2020
£

9,262,777

9,262,777

8,262.777

300,000
5,060,036

5,360,036

3,802,741
3,902,741

9,262,777

The financial statements on pages 11 to 25 were approved and authorised for issue on 5 August 2022
by the board and were signed cn its behalf by:

E Can Temucin
Director

Date: 5 August 2022



MSD VACCINES LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021

Called up share Retained Total equity
capital earnings
£ £ £
At 1 January 2020 300,000 5,144,075 5,444,075
Comprehensive expense for the year
Loss for the financial year - (84,039) (84,039)
Total comprehensive expense for the year - {84,039) (84,039)
At 31 December 2020 300,000 5,060,036 5,360,036
Called up share Retained Total equity
capital earnings
£ £ £
At 1 January 2021 300,000 5,060,036 5,360,036
Comprehensive expense for the year
Loss for the financial year - (101,024) (101,024)
Total comprehensive expense for the year - (101,024} (101,024)
At 31 December 2021 300,000 4,959,012 5,259,012

The notes on pages 14 to 25 form part of these financial statements.
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MSD VACCINES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

2.1

14

General information

The Company was engaged in the marketing and selling of pharmaceutical products within the United
Kingdom until 31 March 2017. From 1 April 2017 to the 23 October 2018 the company managed the lease
and property at Maidenhead until the lease was transferred to Merck Sharp and Dohme UK Limited. The
company na longer trades, and the directors intend to restructure the capital of the entity to make it dormant
for the year ending 31 December 2022 and intends to liquidate by 31 December 2023,

The Company is a private company limited by shares and demiciled in the United Kingdom (registered in
England and Wales}. The ultimate parent company at the year-end is Merck & Co.. Inc, a campany
incorporated in the state of New Jersey, USA. The Company’s immediate parent company as at year-end
is Merck Sharp & Dohme UK Limited, a company incorporated in England and Wales. The immediate
parent company of MSD Vaccines Limited changed on 1 November 2020 from Organon Pharma (UK)
Limited (formerly Merck Sharp & Dohme Limited) t¢ Merck Sharp & Dohme UK Limited (formerly Merck
Sharp & Dohme (Holdings}) Limited}.

On 14 January 2021 the registered office for MSD Vaccines Limited changed from West Hill, Hertford
Road, Hoddesdon, Hertfordshire EN11 9BU to 120 Moargate, London, United Kingdom, EC2M 6UR.

Accounting policies
Basis of preparation of financial statements

The company ceased to trade on 23 October 2018. Accordingly, the financial statements have been
prepared on a basis other than going concern, under the historical cost convention and in accordance with
the Financiai Reporting Standard 101, *Reduced Disclosure Framework” (FRS 101} and with the
Companies Act 2006 for the financial year ended 31 December 2021. No adjustments were needed in
these financial statements to reduce assets to their realisable values or to provide for liabilities arising from
this decision.

The preparation of financial statements in conformity with FRS 101 requires the use of certain critical
accounting estimates. It also requires management to exercise judgment in applying the Company's
accounting policies. The areas involving a higher degree of judgement or complexity, ar areas where
assumptions and eslimates are significant o the financial statements are disclosed in note 3.

The following exemptions from the requirements of IFRS have been applied in the preparation of these
financial statements, in accordance with FRS 101:

» Paragraphs 45(b) and 46 to 52 of IFRS 2, ‘Share-based payment’ (details of the number and weighted
average exercise prices of share options, and how the fair value of goods or services received was
determined).

« |[FRS 7, ‘Financial instruments: Disclosures'.

» Paragraphs 91 to 99 of IFRS 13, ‘Fair value measurement’ (disclosure of valuation techniques and inputs
used for fair value measurement of assets and fiabilities).

» Paragraph 38 of IAS 1, '‘Presentation of financial statements’ — comparative information requirements in
respect of;

iii. Paragraph 79(a)(iv) of [AS 1;

iv. Paragraph 73(e) of IAS 16, 'Property, plant and equipment’; and

v. Paragraph 118(e) of IAS 38, ‘Intangible assets’ {reconciliations between the carrying amount at

the beginning and end of the period).



MSD VACCINES LIMITED

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

21

22

15

Accounting policies (continued)

Basis of preparation of financial statements (continued)

* The following paragraphs of IAS 1, ‘Presentation of financial statements’:

10(d) {statement of cash flows};

16(statement of compliance with all IFRS);

38A(requirement for minimum of two primary statements, including cash flow statements},

38B-D (additional comparative information);

111(statement of cash flows information); and

134-136 (capital management disclosures).

« |AS 7, ‘Statement of cash flows’.

* Paragraphs 30 and 31 of IAS 8, ‘Accounting policies, changes in accounting estimates and errors'
{requirement for the disclosure of infermation when an entity has not applied a new |IFRS that has been
issued but is not yet effective).

» Paragraph 17 of IAS 24, ‘Related party disclosures’ (key management compensation).

+ The requirements in IAS 24, ‘Related party disclosures’, to disclose related party transactions entered into
between two or more members of a group.

New standards, amendments and IFRIC interpretations

There are no new standards, amendments and IFRIC interpretations effective for the year ended 31
December 2021 that have a material impact on the company’s financial statements.

Financial instruments

The Company recognises financial instruments when it becomes a party to the contractual arrangements
of the instrument. Financial instruments are de-recognised when they are discharged or when the
contractual terms expire. The Company's accounting policies in respect of financial instruments
fransactions are explained below:

Financial assets

The Company recognises its financial assets into one of the categories discussed below, depending on
lhe purpose for which the asset was acquired.

The Company's accounting policy for each category is as follows:
Trade and other receivables

Trade and otherreceivables are non-derivative fve we checked his?inancial assets with fixed or determinable
payments that are not quoted in an active market. They arise principally through the provision of goods and
services to customers {e.g., trade receivables), but also incorporate other types of contractual monetary
asset. They are initially recognised at fair value plus transaclion costs that are directly attributable to their
acquisition orissue, and are subsequently carried at amortised cost using the effective interest rate methed,
less provision for impairment.



MSD VACCINES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

23

2.4

Accounting policies (continued)

2.2 Financial Instruments {continued)

Trade and other receivables {continued)

The company applies the IFRS @ simplified approach to measuring expected credit fosses which uses a
lifetime expected loss allowance for all trade receivables and contract assets. To measure the expected
credit losses, trade receivables and contract assets are greuped based on shared credit risk characteristics
and the days past due. The contract assets relate to unbilled work in progress and have substantially the
same risk characteristics as the trade receivables for the same types of contracts. The company has
therefore concluded thal the expected loss rates for trade receivables are a reasonable approximation of
the loss rates for the contract assets. MSD Vaccines has applied the general approach where applicable
as it's trade and other receivables balance predominantly relates to intercompany transactions.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including bank borrowings are initially recognised at fair value net of
any transaction costs directly attributable to the issue of the instrument. Such interest bearing liabilities are
subsequently measured at amortised cost using the effective interest rate method, which ensures that any
interest expense over the period to repayment is at a constant rate on the balance of the liability carried
into the Balance Sheet.

Current and non-current labilities

Liabilities are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers.

Liabilities are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method.

2.5 Foreign currency

16

The company’s functional and presentational currency is the pound sterling.

Foreign currency transactions are translated into the functional currency using the spot exchange rates at the dates of
the transactions.

At each periad end fareign currency manetary items are transtated using the closing rate. Non-monetary items
measured at historical cost are translated using the exchange rate at the date of the transaction and non-monetary
items measured at fair value are measured using the exchange rate when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the statement of
comprehensive income except when deferred in ather comprehensive income as qualifying cash flow hedges.



MSD VACCINES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

2.

2.6

2.7

2.8

2.9

210
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Accounting policies (continued)
Finance costs
Finance costs are charged to the Statement of Comprehensive Income over the term of the debt using the

effective interest method so that the amount charged is at a constant rate on the carrying amount. I1ssue
costs are initially recognised as a reduction in the proceeds of the associated capital instrument.

Dividends

Equity dividends are recognised when they become legally payable. Final dividends from investments are
recognised when there is a right to receive payment that has been established through the approval by the
shareholders. Interim dividends are recognised cnce the cash has been received. Dividends on shares
recognised as liabilities are recognised as expenses and classified with interest payable.

Interest income

Interest income is recognised in the Statement of Comprehensive Income using the effective interest
mathod.

Borrowing costs

All borrowing cosls are recognised in the Statement of Comprehensive income in the year in which they
are incurred.

Provisians for liabilities

Provisions are made where an event has taken place that gives the Company a legal or constructive
obligation that probably requires settlement by a fransfer of economic benefit, and a reliable estimate can

be made of the amount of the obligation.

Provisions are charged as an expense to the Statement of Comprehensive Income in the year that the
Company becomes aware of the obligation and are measured at the best estimate at the Balance Sheet
date of the expenditure required to settle the obligation, taking inte account relevant risks and uncertainties,

When payments are eventually made, they are charged to the provision carried in the Balance Sheet.



MSD VACCINES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies (continued)

211 Taxation

18

Taxation expense for the period comprises current and deferred tax recognised in the reporting period.
Tax is recognised in the statement of comprehensive income, except to the extent that is relates to items
recognised in other comprehensive income or directly in equity respectively.

Current or deferred taxation assets and liabilities are not discounted.

Current tax is the amount of income tax payable in respect of the taxable profit for the year or prior years.
Tax is calculated on the basis of tax rates and laws that have been enacted or substantively enacted by
the period.

Management pericdically evaluates positions taken in tax returns with respect to situations in which
applicable tax reguiation is subject to interpretation. It establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authorities.

Deferred tax arises from timing differences that are differences between taxable profits and totai
comprehensive income as stated in the financial statements. These timing differences arise from the
inclusion of income and expenses in tax assessments in periods different from those in which they are
recognised in financial statements.

Deferred tax is recognised on all timing differences at the reporting date except for certain exceptions.
Unrelieved tax losses and other deferred 1ax assets are only recognised when it is probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits.

Deferred tax is measured using tax rates and laws that have been enacted or substantively enacted by the
period end and that are expected to apply ta the reversal of the timing difference.

Judgments in applying accounting policies and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amount of asset and liabilities, income and
expenses. The estimates and associated assumptions are based on historical experience and various
other factors that are believed to be reasonable under the circumstances, the results of which form a basis
for making the judgments about carrying value of assels and liabilities that are not readily apparent from
other sources.

The directors have reviewed the estimates and assumptions used in the preparation of the financial
statements. The directors do not believe that there is a significant risk which could lead to material
adjustments to the carrying value of any assets and liabilities in the next financial year due to the changes
on the estimates or assumption.
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MSD VACCINES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Operating Loss

The operating loss is stated after charging/{crediting):

2021 2020

£ £

Exchange losses/{gains) 129 (20,439)
Other operating expenses 107,317 86,301
Total administrative expenses 107,446 65,862

Auditors' remuneration

The audit fee of £6,181 for the year ended 31 December 2021 (2020: £6,181) has been borne by a fellow
group campany.

No non audit service has been rendered to this company.

Employee and Directors' remuneration

There were no employees during the year ended 31 December 2021 (2020: nil).
The directors did not receive any remuneration for their services during the year (2020: nil).

The emoluments of the directors are paid by their employing company, ancther group undertaking. The
directors’ services to this company are chiefly of a non-executive nature and their emoluments are
deemed to be wholly attributable to their services in their ernploying company. Accordingly, the above
details include noc emoluments in respect of directors.
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8.

7. Interest (receivable)/payable

2021 2020
£ £
Bank interest payable 2,398 21.766
Bank interest receivable (8,820) -
Total interest (receivable)/payable
(6,422) 21,766
Tax on loss
2021 2020
£ £
Current tax:
Current tax on losses for the year - -
Adjustments in respect of prior years - (3,589}
Total current tax - (3,589}
Income tax {credit) - {3,589)
Factors affectina tax (credit) for the vear
The tax assessed for the year is higher than (2020 - higher than} the standard rate of corporation tax in
the UK of 19% (2020 - 19%). The differences are explained below:
2021 2020
£ £
{Loss) before income tax (101,024) (87,628)
{Loss) before income tax multiplied by standard rate of corporation
tax in the UK 19% (2020 - 19%) (19'195) {16,649}
Effects of:
Adjustments in respect of prior years - {3,589)
Losses not recognised as a deferred tax asset 19,185 16,649
Total tax (credit) for the year - (3,589

21
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Tax on loss continued
Factors that may affect future tax charges (continued)

The main rate of UK corporation tax remained constant at 19%.

However, in March 2021, the Finance Bill 2021 included measures to increase the standard rate of
corparation tax in the UK to 25% with effect from 1 April 2023. The Finance Bill 2021 was royally
enacted in June 2021 and therefore deferred taxes on the balance sheet are to be measured at 25%
(2020: 19%). This represents the future corporation tax rate that was enacted at balance sheet date and

that is expectedto apply to the reversal of timing differences.

Current taxes in the financial statements are as follows:
2021

Total at 1 January -

Current corporation income tax expense -

Interest Payable to HMRC -
Income tax paid -

2020
£

112.050

(112,050}

Total at 31 December -
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10.

11.

12,
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9. Trade and other receivables

Amounts owed by group undertakings
Other debtors

2021 2020
£ £
- 8,944,831
- 317,946
- 9,262,777

Amounts owed to group undertakings are unsecured, interest free and are receivable on

demand.

Credit risk arises from credit exposures to customers inciuding outstanding receivables. Credit control
assesses the credit quality of the customer using independent credit ratings (where available) or taking into
account the customer financial position, past experience and other factors. Individual risk limits are setbased
on internal and external ratings in accordance with limits set by the board. The utilisation of limits is regularly

reviewed by the credit control function.

performance by these counterparties.

Called up share capital

Allotted, called up and fully paid

300,000 (2020 — 300,000) Ordinary shares of £1 each

There are no restrictions of any type attached to the share issued.

Retained Earnings

Management does not expect any material losses from non-

2021 2020
£ £
300,000 300,000

Retained earnings represent cumulative profits and losses, net of dividends paid and other adjustments.

Trade and other payables

Amounts owed to group undertakings
Corporation Tax (Note 8)
Bank overdraft

2021 2020
£ £
- 402,429
- 3,500,312
- 3,902,741

Amounts owed to group undertakings are unsecured, interest free and are payable on demand.
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13. Financial instrument by category

Trade and Other
other liabilities at
receivables amortised cost Total
£ £ £
31 December 2020
Assets as per balance sheet
Trade and other receivables 9,262,777 - 9,262,777
Total 9,262,777 - 9,262,777
Liabilities as per balance sheet
Trade and other payables - (3,902,741} (3.902,741)
Total - (3,902,741) (3,902,741)

31 December 2021

Assets as per balance sheet
Trade and other receivables -

Total - - -
Liabilities as per balance sheet

Trade and other payables - -

Total - - -

14, Related party transactions

The company is exempt from disclosing related party transactions as they are with other companies that are
wholly owned within the group.
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Ultimate parent undertaking and controlling party

The company's immediate parent undertaking is Merck Sharp & Dohme (UK) Limited, a company
incorporated in United Kingdom and ultimate parent undertaking and controlling party is Merck & Cao., Inc.,
a companhy inuorporated in the United States of Amaerica.

The largest and smallest group in which the results of the company are consolidated is that headed by Merck
& Co., Inc. Copies of the group financial statements Merck & Co., Inc. may be obtained from 126 East
Lincoln Avenue, P.O. Box 2000, Rahway, NJ 07065 U.S.A

Commitments and contingent liabilities

The Company is not currently facing outstanding litigations that might have a significant adverse impact
on the Company's financial position. Furthermore, at the closing date there were no commitments signed
for the acquisition of property, equipment or intangible assets.

Post balance sheet events

On 22 March 2022 MSD Vaccines Limited underwent a capital reduction. The company reduced the
amount in share capital by 299,999 of £1 issued shares. The sum of this reduction was credited to the
profit and loss reserves. On 21 April 2022 MSD Vaccines Limited paid an interim dividend of £5,260,493 to
Schering Plough Holdings Limited.

In February 2022, Russia invaded Ukraine. The Group's primary concerns are the safety and weil-being of
its employees and ensuring patients and customers have continued access to medicines and vaccines
needed for patient and public health. The Group is weorking cross-functionally across the globe to monitor
and mitigate interruptions to business continuity resulting from the war, including its impact on its supply
chain, operations and clinical trials. For humanitarian reasaons, the Group is continuing to supply essential
medicines and vaccines in Russia while working to maintain compliance with evolving international
sanctions. The Group plans to donate profits resulting from its operations in Russia to humanitarian
causes.

The Group does not have research or manufacturing facilities in Russia, currently does not plan to make
further investments in Russia, and has suspended screening and enrolment in ongoing clinical trials as
well as planning for new studies in Russia, althaugh it continues to treat patients already enrolled in
existing clinical trials and collect data from these studies. The Group is also using its resources to help
alleviate the humanitarian crisis in Ukraine, including through donations of funds and products.

The financial impacts of the war were immaterial to the Group’s consolidated financial statements for the
first quarter of 2022. Combined sales {o Russia and Ukraine were approximalely 1% of total Group
consolidated sales for the full year of 2021. No significant impact was noted in respect of MSD Vaccines
Limited.
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PARTI

Item 1. Business.

Merck & Co., Inc. (Merck or the Company) is a plobal health care company that delivers innovative health solutions through its prescription medicines,
vaceines, biolopic therapies and animal health products. The Company’s operations are principally managed on a products basis aund include two operating segments.
which are the Pharmaceutical and Anmimal Health segments, both of which are reportable segments.

The Pharmaceutical segment includes human health pharmaceutical and vaceine products. Human health pharmaceutical products consist of therapeutic and
preventisv e agents, generally sold by prescription. for the treatment of human disorders. The Company sells these human health pharmaceutical products primarily 1o drug
wholesalers and retailers, hospitals. gevernment agencies and managed health care prosiders such as health maintenanee orgamizations, pharmacy benefit managers and
other institutions. lyman health vaccine products consist of preventive pediatric, adelescent and adult vaccines. The Company sells these human health vaccines
primarily to physicians, wholesalers, physician distributors and government entities.

The Animal Health segment discovers. develops. manufactures and markets a wide range of veterinary pharmaceutical and vaceine products. as well us health
management soluliony and services. for the prevention. treatment and control of disease in all major livestock and companion animal species. The Company also oflers
an extensive sutte of digitally connected identification, traceability and momloring products. The Company sells its preducts to vetennarians, distributors and animal
producers.

The Company previously had a Healthcare Services sepgment that provided services and solutions focused on engagement, health analytics and clinical
services to improve the vilue of care delivered to patients. The Company divested the temaining businesses in this segment w the first quarter of 2020

All producet or service marks appearing in type form different from that of the surrounding text are trademarks or service marks ewaed, licensed to. promoted
or disiributed by Metrck, its subsicdharics or affilaates, except a5 noted. All other trademarks or services marks are those of their tespeetive owners.

Spin-Off of Organon & Co.

On June 2, 2021, Merck completed the spin-off {the Spin-Off) of products from its women’s health. biosimilars and established brands businesses into a new.
independent, publicly traded company naned Organon & Ce. {Organon) through a distribution of Orgzanon’s publicly traded stock to Company sharcholders. The
cstablished brands inclnded in the transaction consisted of dermatology, non-opioid pain management, respiratery. sclect cardiovascular products, as well as the rest of
Merck's diversiticd brands frapchise. Mercks existing rescarch pipeline programs continuc to be owned and developed within Merck as planned.
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Product Sales

Total Company sales. including sales of the Company's top phanmaceutical products. as well as sales of aninal health products, were as follows:

8 n andlions) 2021 2020 2019
Total Sales % 48704 % 41518 § 39,421
Pharmaceuticul 42754 36010 34100
Keviruda 17,186 14,380 11684
Cardasil/Gardastd 9 5.673 39358 3737
JanuviaJanmet 5.288 5.276 3.524
ProQuad/M-0M-8 1| | urivax 2.135 ] 87K 2275
Bridion 1.532 119K 1131
Alllance reveuye - Lynparza' 989 715 444
Molnupiravir 952 — —
Frewmoay 23 893 1.0%87 926
Simpeorni 825 8K {30
RotaTeq 807 97 791
fxeniressifsentress HD 769 %57 75
Allinpce revenue - Lenu i T4 580 404
Animat Health 5,568 4705 4,393
Livestock 3,205 2,949 3,784
Companion Anmaijs 2273 1,764 1,609
Other Revenues™ 382 205 628

0 Alfiane e rovenie represonts Merck s sha e of profits, which are product sales nct of cost of salvs and commercialization coses

e revennes are primgric comprised of third-party mamidad tnring sales wid msceflarcons corporate revenues. incliding revenue Bedging ocivities

Pharmaceutical

The Pharmaccutical segment includes human health pharmaceatical and vaccme produacts. Human health pharmaceutical products censist of therapeutic and
preventive agents. generally sold by prescription, for the trestment of human disorders. Human health vaceine products consist of preventive pediatric, adolescent and
adult vaceines. Certain of the products within the Company s franchises are as follow s:

Oncology

Kevtruda (pembrolizumab), the Compuny’s anti-PD-1 (programmed death receptor-1) therapy, as monotherapy for the freatment of cerfain patients with
cervical cancer, classical Hodgkin Lymphoma (¢HL), cutaneous squameus cell carcinoma (¢8CC}), esophageal or pastroesophageal junction (GEJ) carcinoma, head and
neck squamous cell carcinoma (FINSCC), hepatoccllular carcinoma (HCC). non-small-cell ung cancer (NSCLC), melanoma, Merke! cell carcinoma, microsatellite
instability-high (MSI-11) or mismatch repair deficient (dMMR}) cancer (solid tumors), including MSI-H/dMMR volorectal cancer (CRC), primary mediastinal Jarge B-
evll lymphema (PMBCL), tumor mutational burden-high (TMB-H) cancer (solid tumors), and urothelial carcinoma, inciuding non-muscle invasive bladder cancer.
Kevtruda is also approved for the treatment of certain patients in combination with chemotherapy for metistatic squamous and non-squamous NSCLC. in combination
with chemotherapy for HNSCC, in combination with trastuzumab, uerepyrimidine- and platinum-containing chemotherapy for hiuman cpidermai growth factor 2
(HER?j-positive gastric or (iKJ adenocarcinoma, in combination with platinum-and fluoropyrimidine-based chemotherapy for esophageal or GEJ carcinoma, in
combination with chemotherapy. with or without bevacizumab, for cervical cancer. in combination with chemotherapy for triple-negative breast cancer (TNEC), in
combination with axitinib for advanced renal cell carcinoma (RCC). and in combination with lenvatinib for endometrial carcinoma or RCC. Keptrudu 15 also approved
tor certain patients with high-risk early-stage TNBC in combination with chemotherapy as neoadjuvant treatment, and then continued as a single agemt as adjuvant
treatment after sorgery. Kevtruda is also approved as a monotherapy for the adjuvant treatment of certain patients with RCC. In additien. the Company recognizes
alliance revenue related to sales of Lynparza {olaparib). an oral poly (ADP-ribose) polymerase (PARP) inhibitor, for certain types of advanced ovarian, breast,
pancreatic, and prostate cancers: and Lenvima {lenvatinib) for certain types of
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thyroid cancer. hepatocellular carcinoma. in combination with everolimus for certain patients with RCC, and in combination with Keviruda for certain patients with
endometrial carcinoma or RCC.

Vaccines

Gardasil (Human Papillomavirus Quadrivalent Jlypes 6. 11, 16 and 18§ Vacane, Recombinant) Gardasit 9 (Human Papillomavirus 9-valent Vaccine,
Recambinant), vaccines to help present certain discases caused by certain types of human papillomayirus (HPVY; ProQuad (Measles, Mumps, Rubelia and Varicelia
Virus Vaceine Live), a pediatric comhination vaccine to help protect agamnst measles, mumps. rubella and varicella; 4/-A/=R 1] (Measles, Mumps and Rubella Viras
Vaccine Live), a vaccine to help prevent measles, mumps and rubells; Farivax (Varicella Virus Vaccine Live), a vaccine (o help prevent chickenpox (varicella);
Prewmovax 23 (pneumococcal vaceine polyvalent), a vaccing 1o help prevent ppeumacoccal disease; KotaTeg (Rotavirus Vaccing, Live Oral, Pentavalent), a vaccine to
help protect against rotavirus gastroenteritis in infants and children: and Fagta (hepatitis A vaccine, inactivated) indicated for the prevention of disease cansed by
hepatitis A virus i persons 12 months of age and older.

Hospital Acute Care

Bridion (suganunadex) Injection. a medication for the reversal of two types of neuromuscular blocking agents used during surgery: Prevvmids (letermovir) tor
the prophylaxis of cytomegajovirus (CMV) reactivation and disease in adult CMV-seropositive recipients [R+] of an allogencic hematopoietic stem cell transplant:
[rimaxin (imipenem and cilastatin) tor injection, an amtibiotic for the treatment of certain bacterial infections: Novafif (pesaconazole), an antifungal agent for the
prevention of vertain invasive fungal infections: Cancidas (caspofungin acetate) for miection, an anti-fungal agent for the reatment of certain fungal infections; fnvanz
(ertapenem) for injection, an astbiotic for the freatment of certain bacterial infections: and Zerbava (ceftolozune und tazobactam) lor injection. 2 combination
antibacterial and beta-lactamase inhibitor for the treatment of certain bacterial infections.

Immunology

Simponi (golinumab). 1 once-monthly subcutaneous treatment for certain inflammatory discases; and Remicadr {intliximab), a treatment for intlammmatory
diseases. both of which the Company markets in Europe, Russia and Turkey.
Neuroscience

Belsomra (suvorexant), an orexin recepior antagomist indicated for the treatment of insomnia, characterized by difficulties with sleep onset andior sleep
nintenance.
Virclogy

Malnupiravir. an investigational oral antiviral COVID-19 medicine: fseatress Isentress HD {raltegravir). an HIV integrase inhibitor for use in combination
with uther antiretroviral agents for the treatment of HIV-1 infection.
Cardiovascular

Adempas (nociguat), a cardiovascular drug for the treatment of pulmonary arterial hypereension: Verquvo (vericiguat), a medieme to reduce the risk of
cardsovascular death and heart failure hospitalization following a hospialization for heart failure or need for owtpatient intravenous diretics in certain adults with
symptomatic chronic heart failure and redoced gjection fraction.

Diabetes
Januvia (sitagliptin) and Janemet (sitagliptin/inetformin HC) for the treatment of type 2 diabetes.

Animal Health
The Animal Ifealth segment discovers, devetops, manufactures and markets a wide range of veterinary phurmaceuticals, vaccines and heaith management
solutions and services, as well as an extensive suite of digitally conneeted identi fication, traceability and monitoring products. Principal products in this segment include:

Livestock Products

Nuflor (Florfemicol) antibiotie range for use in cattle and swine: Bovifis/Vista vaceine lines for infectious diseases in cattle; Banamine {Flunixin meglunune)
bovine and swine anti-inflammatory; Esnianate (cloprostenol sodium) for the treatment of fortility disorders in cattle; Metrzx {altrenogest) fertility management for
swine; Resflor (florfenicol and flumxin meglumine), a combination broad-spectrum antibiotic and non-steroidal anti-inflammatory

a
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drug for bovine respiratory disease; Zuprevo {Tildipirosm) for bovine respiratory discase; Zifmax (zilpatcrol hydrochlonde) and  Revalor (trenbolone acetate and
estradiol} 1o improve production efficiencies in beel cattle; Safe-Guard (Lenbendazole) de-wonmer for cattle; A+ Pac (Mycoplasma Hyopneumoniae Bactering swine
pneumonia vaceing; Poreifis (Lawsonia intracellularis baterind and Circumvent (Porcine Circovirus Vaccine, Type 2, Killed Baculovirus Vector) vaccine lines for
infectious discases in swine: Nobifistlanovax (Live Marck’s [Disease Vector), vaccine lines for poultry: Paraces and Coccivace coceidiosis vaceines: Exzoft, a svstemic
treatment for poultry red mite infestations: Stice (Fmamectin benzoate} parasiticide for sea lice in salmon: dguavac (Avirulent Live Culturel Normax vaceines against
bacterial and viral disease in fish: Comypract PD vaccine for salmen: Aqugfior (Florfenicol) antibiotic tor farmeraised fish: and 4diflex Livestock Intelligence solutions tor
animal {dentification. monitoring and traceability.

Companion Amimal Products

Bruvecto. a line of oral and topical parasitic control products, including the original Braveeto (flurataner) products for dogs and cats that last up to 12 weeks;
Bravecto tluralaner) Ope-Month, 2 monthly preduct for dogs, and Bravecto Phlis { luralanermoxidectin, a two-month product for cats: Sentinel, a line of vral parasitic
products for dogs including Sentine! Spectrum (milbemycin oxime, lufenuron, and praziquantel) and Sentinel Flavor Tabs (milbemycin oxime, lufenuron); Optimmire
{cvelosporing}, an ophthalmic sintment; Nobivac vaccine lines for flaxible dog und cat vaceination, Gromax (Gentanuemn sulfate. USE; Betamcthasone valerate USFE: and
Clotrimazole  USY  omtment )y Mometimnax {Gentamicin sulfate, USP, Mometasone Furoate Monoliydrate and Clotrunazole, USP, Otic Suspension) Posatex
{Orbifloxacin, Momctasone Furoate Monohydrate and Posacanazele, Suspensien) car olntments for acute and chronic ofitis; Cupinstlin Verstdin (porcine insulin zime
suspension} disbetes mellitus freatment for dogs and cats; Pangcur (fenbendazole i Safegnard (fenbendazele) broad-spectrum anthelmintic {de-wormer) for use in many
animals; Regumate (altrenogest) fertility management for horses; Prestige vaceine line for horses; Scalibor (Deltumethrin)/Exspor for protecting against bites from fleas.
ticks. mosquitoes and sandflies; and Srre Percare products tor companion animal identification and well-being. including the microchip and pet recovery system ffume
Agamn.

For a [unther discussion of sales of the Company's products, see Item 7. “Managemen!’s Discussion and Angslysts of Financial Condition and Results of
Operations™ below.

2021 Product Appruvals and Authorizations

Set torth below is a summary of significant product approvals and authorizations received by the Company in 2021,

Product Dute Approval

European Commission {EC) approved Kevirndde as monotherapy for the first-line treatment of adult patients
Januwary 2021 with MSI-H or dMMR CRC.

EC approved Keytruda as monotherapy for the treatment of adult and pediatric paticnts aged 3 years and
older with relapsed or refractory cliL who have thiled autologous stem ¢ell transplant (ASCT) or foliowing

oreh ? | . o
Murch 2021 al least two priar therapies when ASCT 1s not a treatment option

U.S. Foed and NDrug Adminstration (FDA) approved Keyrruda in combination with platinum- and
fluoropyrimidine-based chemotherapy for the treatment of patients with locally advanced or metastatic
March 2021 esophageal er GEJ (tumors with epicenter 1 to 5 cenltmeters above the GEJ) carcinoma that s not amenable

Keytruda to surgical resection or definitive chemoradiation.

FDA approved Kevtruda. in combinatien with trastuzumab. fluoropyrimidine- and platinum-containing
chemotherapy, for the first-line treatment of patients with locully advanced unresectable or metastatic

May 2021 HERZ-positive gastric or GEJ adenocarcinema,

China's National Medical Products Admintstration (NMPA} approved Kevtruda as a monotherapy for the
first-line treatmient of patients with unrescetable or metastatic MSI-H or AMMR CRC that 1s KRAS, NRAS

June 2021 and BRAF all wild-type.
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Kevirudy

EC approved Keyerida in combination with platinum- and tluoropyrimidine-based chemotherapy for the
first-line trearment of patients with locally advanced unresectable or metastatic carcinoma of the csophagus

June 2021 or LIERZ-negative GEJ adenocarcinoma in adults whose fumers eapress PD-L1 {Combined Positive Score
{CPS] =10).
July 2021 FDA approved Kerruda as monotherapy for the treatment of patients with locally advanced ¢8CC that is

not curable by surgery or radiution.

July 2021

[DA approved Keytrnda plus Lenvima [or the treatment of patients with advanced endometrial carcinoma
that is not MSI-H or dMMR. whe have disease progression follewing prior systemiv therupy in any selting
and are not candidates for curative surgery or radiation.

July 2021

FDA approved Kevtruda tor the treatment ot patients with high-risk. early-stage TNBC in combination
with chemotherapy as necadiny ant treatment, then continued as single agent as adjuvant treatment after
surgery.

Auguar 2021

FDA approved Kevtruda for the treatment af patients with locally advanced or metastatic yrothelial
carcinoma whio are not eligible for any platinum-comaining chemotherapy.

August 2021

Japan Pharmaceuticals and Medical Devices Agency (PMIA) approved Kevtridla for the treatment of
parients with PD)-L I-positive, hormone receptor-negative and HER2-negative, inoperable or recurrent
breast caneer.

August 2021

PMDA appraved Keviruda tor the treatment of patients with umrescetable, advanced or recurrent MSI-H
CRC.

August 2021

FDA approved Keytruda pius Lenvima for the first-line treatment of adult patients with advanced RCC.

September 2021

NMPA approved Keviruda in combination with platinum- and tluoropyrimidine-based chemotherapy for
first-line treatment of patients with locally advanced, untesectable or metastatic carcinoma of the
csophageal or GEJ.

October 2021

FDA approved Kevtruda in combination with chemotherapy, with or without bevacizumab, for the
treatment of patients with persistent. recurrent or merastatic cervical cancer whose tumors express PD-L1
(CPS =1} as determined by an FDA-approved test.

EC approved Kevtruda in combination with chemotherapy for the first-line treatment of locally recurrent
unreseciable or metastatic TNBC in adults whose tumors express PD-E1 {CPS >1) and who huve not

: 202 ; : o
October 2021 received prior chemotherapy for metastatic diseasc.
FDA approved Keyiruda for the adjuvant treatment of patients with RCC at intermediale-high or high risk
November 2021 of recurrence tollowing nephrectomy, or following nephrectomy and resection of metastatic lesions.
- i : s Lenvima as a first-li atment for ients with advance C.
November 7021 LC approved Keytruda plus Lenvima as a first-line treatment for adult patients with advanced RCC
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Keviruda

November 2021

EC approved Keytrudu plus Lenvima for the treatment ot advanced or recurrent endametrial carcinoma
in adults who huve disease progression on or following prior treatment with a plabinum-containing
therapy in any setting and who are not candidates for curative surgery or radiation.

November 2021

PMDA approved Keviruda in combination with chemotherapy {5-fluorouracil plus cisplatin for the first-
line treatment of patients with radically unresectable, adsanced or recurrent esophageal carcinoma.

[December 2021

FDA approved Keyeruda as 2 monotherapy for the adjuvant treatinent of adult and pediairic (12 years
and older) patients with stage 1IB or 1IC melanoma following complete resection. The DA also
cxpanded the mdication for Keverndyg as adjuvamt treatment tor stage [ melanoma following complete
resection to inelude pediatric patients (£2 vears and older)

December 2021

Japan’s Ministry of Health, Labor and Welfare (MHLW) appros ed Keyruda in combination with
Lenvima for the treatment of patients with unresectable, advanced or recurrent endemetrial carcinona
that progressed atter cancer chemotherapy.

Lynparea!

June 2021

NMPA approved Lynparza as monotherapy for the treaiment of adult patients with germline or somatic
BRCA-murated metastatic castration-resistant prostate cancer who bave progressed following prior
treatment that included a new hermonal agent {abiraterone, enzalutamide).

molnupiravir

December 2021

FDA granted kmergency Use Authorization (EUA) for molnupiravir to treat mild to moderate COVID-
19 10 adults with postlive results of direct SARS-CoV-2 viral testing, and who are at high risk fer
progression 10 severe COVID-19, including hospitalization or death. and for whom alternative COVID-
19 treaiment options authorized by the FDXA are not accessible or chinically appropriate.

December 2021

MHLW granted molnupiravir Special Approval for Emiergency for the treatment ol infectious discase
caused by SARS-CoV-2.

FDA approved Paxnewvance for active immunization for the presention of invasive disease caused by
Streptococcus pneumoniac serotypes 1, 304, 5. 6A, 6B, 7F, OV, 14, 18C, 19A, 10, 22¥F, 23F and 33F m

5
Tuly 2021 adults 18 years of age and older.
Vaxucuvance
EC approved Favrenvapce for active innmunization for the prevention of invasive disease and
December 2021 pneumenia caused bv Streptococeus prewmoniae in individuals 18 years of age and clder.
FDA approved Verguvo to reduce the risk of cardiovascular death and heart failure (HF) hospitalizalion
I 2021 following a hospitalization for hean failure or need for outpatient iniravenous {1V} diuretics in adults
anuary £0e with symptomatic chronic HE and ejection traction Jess than 45%.
Verquvo
LC approved Verquvo for the treatment of sympromatic chronic heart failure in adult patients with
July 2021 reduced ejection traction who are stabilized atter a recent decompensation event requiring I'V therapy.
FDA approved #elireg for adult patients with von [Tippel-Lindauw (VHL) disease who require therapy for
Welireg August 2021 associated RCC, central nervous system hemangioblastomas, or pancreatic neuroendocrine tuniors, not

requiring immediate surgery.

' Being jornily devetoped and conmercinlio vd in g was ldweede cotbalt atton with Asiradcieca,

= Bemng pointh developed and commercudized v o worldwide celluboration vith fidgebed Bropharmecenteds L0 Adefmmpirave ey wot beer approved @3 the £24 bt fas boep antiorized for esrergona nse

" Being jotnite developed amd commerealized g worlfasde cotlaboraon wih Baver AG.




Jabie of Conternts

Compctition and the Health Care Environment

Competition

The markets in which the Company conducts its business and the pharmaceutical industry in general are highly competitive and highly regulated. The
Company’'s competitors include other worldwide research-based phurmaceutical companics, smaller research companies with mere limited therapeutic focus, generic
drug manufacturers, and animal health care companies. The Company's operations may be adversely affecied by pencrie and biosimilar competition as the Company s
prodicts mature, as wetl as technojogical advances of competitors, mdusiry consolidation, patents granted to competitors, competitive combination products. new
products of competitors, the generic availabdity of competitors® branded products, and new intormation from clinical trials of marketed products or post-marketing
surveillance. In addition, patent rights are increosingly being challenged by competitors, and the outcome can be highly uncertain. An adverse result in a patent dispute
can preclude commurcialization of products or negatively affuct sales of existing products and could result in the payment of royaliies or in the recoguilivn of an
ymparrment charge with respect to intanpible agsets aseociated swith certain products.

Pharmaceutical competition involves a rigorous search for technological innovations and the ability to market these innovations effectively. With its long-
standing emphasis on rescarch and development, the Company is well-positioned to compete in the search for technological innovarions. The Company is active in
acquiring ond marketing products through extemal alliances. sach as licensing arrangements and collaborations and has been refining its sales and marketing efforts to
address changing indusiry conditions. However. the introduction of new products and processes by competitors may result in price reductions and product displacements,
even for products protected by patents. For example, the number of compounds available to weat a particular disease typically increases over rime and can result in
slowed sales growth or reduced sales for the Company s products in that therapeuatic category.

‘The highly competitive animal health business is affected by several factors including repulatory and legisbative issues, scientific and technological advances.
product innovalion, the quality and price of the Company’s products as well as competitors’ products, effective promutional cfforts and the frequent introduction of
generie products by competitors.

Health Cere Environment und Government Regulation

Glohal efforts toward health care cost containment continue to cxcrt pressure on product pricing and marker access. Changes 10 the U8, health care system ax
part of health care reform enacted in prior years, as well as increased purchasing power of entities that negetiate on behalf of Medicare, Medicaid, and private sector
beneficiaries. have contributed to pricing pressure. [n several international markets, government-imandated pricing actions have reduced prices of generic and patented
drugs. In addition, the Company s revenue performance 1m 2021 was negatively affected by other cost-reduction measures taken by governments and other third parties
to lower health care costs. In the 1U.S., the Biden Administration and Congress continue to discuss legislation designed to control health care costs. including the cost of
drugs. The Company anticipates all of these actions and additional actions in the future will continue to negatively affect revenue performance.

Lnited States

The Company faces increasing pricing pressure from managed care organizations. government agencies and programs that could negatively affect the
Company’s sales and profit margins. ineluding, through (i) practices of managed care organizations. federal and state exchunges. and mstilutional and governmental
purchasers, and (1) federal Jaws and regulations related to Medicare and Medicand, including the Medicare Prescripteon Drug, improvement, and Modernization Act of
2003 and the Patient Protection and Aftordable Care Act (ACA).

In the U.S., federal and state governments for many years have pursued methods to reduce the cost of drugs and vaceines for which they pay. For example,
federal and state laws require the Company to pay specified rebates for medicines reimbursed by Medicaid and 1o provide discounts for medicines purchased by certain
state and federal entities such as the Department of Defense, Veterans Affairs, Public Health Service entities and hospitals serving a disproportionate share of low
meame or uninsured patients
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Additionally in the U.S.. consolidation and integration among health care providers is a major factor in the competitive marketplace for pharmacentical
products. Health plans and pharmacy benefit managers (PBMs) have been consolidating nto fewer, larger entities. thus enhancing their purchasing strength and
importance. Private third-party insurers, as well as governments, employ formularies to control costs hy hegotating discounted prices in exchange for formulary
incluston. Failure to obtain timely or adequate pricing or formulary placemem for Merck's products or obtaining such placement a1 unfavorable pricing could adversely
affect revenue. In addition to formulary tier co-pay differentials, private health surance companies and selfinsured employers have been increasing the cost-sharing
required {rom beneficianes, particularly for branded pharmaccuticals and biotechnology products. Private health msurance companies also are increasingly 1mmposing
utilizanon management tools, such as clinical protocols, requiring prior authorizaton for a branded product or requiring the patient o first faill on one or mete generic
preducts before permitting accuss (o a branded medicine. These same management tools are also used in treatment areas in which the payor has tahen the positon that
multiple branded products are therapentically comparable, As the U.S. payor market coneentrates further, pharmaccutical companies may face greater pricing pressure
from private third-party payors.

In order to provide information aboul the Company s pricing practices, the Company anpually posts on ite website its Pricing Transparency Report tor the
LS. The report provides the Company s averape aunual Lst price. net price increases, and average discounts across the Company’s U.S. portfolio dating back to 2014 In
2021. the Company s gross LS, sales were reduced by 43.5%0 as a resull of rebates, discounts and retums.

Legislative Changes

In 2021, Congress actively constdersd multiple versions of drug preing legislation that coutd significantly ympact branded pharmaceutical manufacturers.
T'his kegislation would implement 3 government negotiation plan for certain products covered by Medicare Parts B and 1, institute financial penaltics tor pnce mcreases
above inflation, and redesign the Medicare Part D program to include a cap on paticnts” out of pocket costs and realign the liability [or costs of the benefit among
manufacturers, health plans, and the government. 1t is unclear when or if this legislation will be passed by Congress, and it remains very uncertain as to what other
proposals. if any, may be included as part of future federal Fegislative proposals that would directly or indirectly affect the Company.

Also in 2021, Congress passed the American Rescue Plan Act of 2021, which included a prevision that eliminates the stalutory cap on rebates drug
manufacturers pay 1o Medicaid beginning in January 2024. These rebates act as a discount off the list price and eliminating the cap means that manufacturer discounts
paid to Medicamd can increase. Prior fo this change. manufacturers have not been required to pay more than 100% of the Average Muanufacturer Price (AMP) 1 rebates to
state Medicaid programs for Medicaid-covered drugs. As a tesult of this provision, beginning in 2024, it is possible that manutiucturers may have to pay stale Medicaid
programs morc in rehates than they received on sales of particular products. This change could present a risk to Merck in the future for drugs that have high Medicaid
utilization and rebate exposure that is more than 100% of the AMPD.

The Company also faces increasing pricing pressure in the states, which are looking to exent greater influence over the price of prescription drugs. A number
of states have passed pharmaceytical price and cost transparency laws. These laws typically require manufacturers fo report certam product price informanen or other
tinancial data to the state. Some laws also require manufacturers to provide advance notification of price increases. The Company capects that states wall comtmue their
tocus on pharmaceutical pricing and will ancreasingly shift to more aggressive price controb tools such as Preseniption Drug AlTordabibity Boards that have the authority
to conduct affordability reviews and establish upper paynient lmits.

Regnlatory Changes

In February 2016, the Centers for Medicare & Medicad Serviees (CMS) issued the Medicaid rebate final rule that impiemented provisions of the ACA
etfective April 1. 2016, The rule provides comprehensive guidance on the caleulation of AMP amd Best Price, two metries used to determine the rebates drug
manufacturers are required to pay to state Medscard programs. On December 21, 2020, CMS 1ssued a final rule making significant changes 1o these requirements.
Effeetive January 1, 2023, this final rule changes (he way that manutacturers must caleulate Best Price in relation to certain patient support programs, including coupens.
PhRMA, a pharmaceutical industry trade group of which the Company s a member, filed a complaint challenging this rule as mvalid asserting that it conflicts
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with the plain language of the Medicaid drug rebate statute. Should this lepai challenge fail. the impact of this and other provisions in this final rule could adversely
impact the Company’s business, cash tlow . results of operations, [nancial condition and prespects.

In November 2020, the Departinent of Health and Tuman Services Oflice of Inspector General issued a Final Rule that would, effective January 1. 2023,
climinate the Anti-Kickback Statute safe harbor for rebates paid to Medicare Part D plans or to PBMs on behall of such plans. While the Company connot anticipate the
¢ctfvets of this change to the way it currently contracts, this now framework could signiificantly alter the way it docs business with Part ¥ Plan Sponsars and PBMs on
behalf of such plans. This rulemaking also established, cffeciive January 1, 2021, a new safe harbor tor point of salc discounts at the pharmacy counter and a new sate
harbor for certain service arrangements between plarmaccutical manufacturers and PBMs. Congress has delayed implementation of this Final Rule until January I, 2026
and pending federal legislation would repeal it entirely.

The pharmaceutical industry also ¢nuld be considered a potential source of savings via other legislative and administrative proposals that have been debated
but not enacted. These types of revenue generating or cost saving proposals include additional dircet price controls.

Juropeay Lngon

Efforts 1oward health care cost containment remain intense in the Europeun Union (EL). The Company faces competitive pricing pressure resulting from
generic and biosimilar drugs. In addition, 2 majerity of countries in the EU attempt to contain drug costs by engaging in reference pricing in which authorities examine
pre-determuned markets tor published prices of drugs. Relvrence pricing may cither compare a product’s prices in ether markets (external reference pricing), or comparc
a product™s price with those of ather products in a national class rinternal reference pricing). The avthorities then use the price data 10 set new local prices tor brand-name
drugs, including the Company’s drugs. Guidehnes for examining reference pricing are usuaily set in local markets and can be changed pursuant to local regulations.
Sume EU Member States have established free-pricing systems, but regulate the pricing for drugs through profit control plans. Others seck (0 negotiate or set prices
based on the vost-ctectiveness of a product or an assessment of whether it ofters a therapeutic benetit over other products in the relevant class, The dewnward pressure
an health care costs in general. particularly prescription drugs, has become intense. As a result. increasingly high harriers are being erected to the entry of new products.
i some EU Memiber States. cross-horder tmports from low-priced markets also exert competitive pressure that may reduce pricing within an [l Member State.

Additionally, EU Member States have the power to Testrict the range of pharmaceutical products for which their national health insurance systems provide
reimbursement. In the CU, pricing and reimbursement plans vary widely from Member State to Member State. Some FEU Member States provide that drug products may
be murketed only after a reimbursement price has been agreed. Some EU Member States may require the completion of additional studies thar compare the cost-
cffectivencss of a panticular product candidate to already available therapics or so-called health technology asscssments (HTA), in order to obtain reimbursement or
pricing approval. The HTA of pharmaccutical products is becoming an increasingly common pant of the pricing and reimbursement procedures in most EU Member
Stares. The HTA process, which is poverned by the national laws of these countries, inyv ol es the asscssment of the cost-cifecliveness, public health impact, therapeutic
impact and-or the ¢conomic and social impact of use of a given pharmaceutical product in the national health care system of the individual country in which it 1s
conducted. Ulttmately, HTA measures the added value of a new health technology compared 1o existing ones. The outcome of HTAs regarding specific pharmaceutical
products will eflen mfluence the pricing and reimbursement status granted to these pharmaceutical products by the regulatory authonties of individual FU Member
States. A negative HTA of one of the Company’'s products may mean that the product is not retmbursable or may force the Company to reduce its reimbursement price
or olfer discounts or rebates.

A negative HTA by a leading and recognized HTA body could also undermine the Company’s ability to obtain reimbursement for the relevant product
outside 2 purisdiction. For example. EU Member States that have not yet developed HTA mechanisms may rely to some extent on the HTA performed in other countries
with a developed HTA framework. to inform their pricing and reimbursement decisions. HTA procedures require additional data. reviews and administrative processes.
all of which increase the complexity, timing and costs of oblaining product reimbursement and exert downward pressure on availuble reimbursement.
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To obtain reimbursement or pricing approval in some EU Menther States, the Company may be required to conduct studics that compare the cost-
effectis eness of the Company s product candidates to other therapies that are considered the local standard of care There can be no assurance that any EU Member State
will allaw favorable pricing. renmbursement and market access conditions for any of the Company’s products, or that it will be feasible to conduct additional cost-
effectiveness studies, if required.

Brexit

In 2016. the United Kingdom (UK} held a referendum in which voters approved an exit from the EU, commonly referred to as “Brexit.™ As a resuli of that
referendum and subsequent negotiations. she UK lell the EU on January 31, 2020, A wransttional peried applied from January 31. 2020 until Decemnber 31, 2020, and
during this period the U and UK operated as if the UK was an EU Menuber State, and the UK continued to participate in the EU Customs Union allowing fot the
freedom of movement for people and goods.

1t was announced on December 23, 2020, that the EU and the UK agreed to a Trade and Cooperation Apreement (TCAL The TCA sets out the new
arrangements for trade of goods, including medicines and vaccines, which allows goods to contmue to flow between the EU and the UK. The 1CA was signed on
December 30, 2020, was applied provisionally as of January 1. 2021, and entered into force en May 1, 2021 As u result of the TCA, the Company belicves that its
operations will not be matenially adversely atteeted by Brexit.

Japan

In Japan, the plrmaccutical industry is subject to government-mandated annual price reductions of pharmacewical products and cerfain vaccines.
Furthermore, the governnient can order re-pricings for specitic products if it determines that use of such product will cxceed certain thresholds defined under applicable
re-pricing rules. The next government-mandated price reduction will occur in April 2022

China

The Company's business in China has grown rapdly in the past few years, and the importance ot China to the Company’s overall pharmaceutical and
vaccines business has increased accordingly. Continued growth of the Company's business 1 China is dependent upon ongemg development of a favorable environment
fur innovative pharmaceutical products and vaceines, sustained access for the Company’s current in-line preducts, and the absence of trade impediments or adverse
pricing controls. In revent years, the Chinese government has introduced and implemented @ number of structural refurms to aceelerate the shift to innovative products
and reduce costs. Since 2017, there have been multiple new policies introduced by the government to improve access W new innovation. teduce the complexity of
regulatory filings, and aceelerate the review and approval process. This has led to a significant inerease in the number of new products being approved each year. While
the mechanism for drugs being added to the government's National Reimbursement Drug List (NRDL} evolves. inclusion may require a price negohation which could
impact the cutlook in the market for selected brands. In 2021, drugs were added to the NRDL with an average of more than 60% price reductions. While priving pressure
has always existed in China, health care refonn has increased this pressure 1n parl due to the acceleration of peneric substitution through volume based procurement
(VBP). In 2019, the government implemented the VBP program through a tendering precess for mature produets which have generee substitutes with a Generic Quality
Constsiency Evaluation approval. Mature products that have entered into the last five rounds of VBP had. on average, a price reduction of more than 50%. The Company
expects VBP to be a semi-annual process that will have o signiticant impact on mature products moving forward.

Emerging Murkets

The Compuny s fucus on emerging markets. in addition te China, has continued. Governments in many emerging markets are also focused on constraining
health care costs and have enacted price controls and measures impacting intellectual property, including in excepiional cases, threats of compulsory licenses (especially
for COVID-19 vaceines and drugs), that aim to put pressure on the price of innovalive pharmaccuticals or result in constrained market access 10 nnovative medicine.
The Company anticipates thas pricing pressures and market access challenges will continue in the future to varying degrees in the emerging markets.

Beyond pricing and market access challenges, other conditions in emerging market countries can affect the Company's cfforts to confinue to grow m these
markets. including potential political mstability, changes m trade sanctions and embargoes, sigmificant currency {luctuation and controls, financial erises, limited or
changing
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availability of funding for health vare. vredit worthiness of health care partners. such as Lhospitals, due to COVID-19, and other developments thal may adversely impact
the business covironment for the Company. Further. the Company may engage third-party agents to assist in operating in cmerging market countries. which may affect
tts abulity to realize continued growth and may also increase the Company s risk exposure.

{n addressing global cost containnient pressures. e Company engages in public policy advocacy with policymakers and centinues 1o work to demonsirate
that its medicmes provide value to patients and to those who pay for health care. The Company advocales with govermuent policymaohers to cneourage a long-tenn
approach to sustainable health care financing that ensures aceess to innovative medicines and does not disproportionately farget pharmaccuticals as a source of budget
savings, In markets with historically low rates of health care spending, the Company cncourages those goyvernments to increase their investments and adopt market
refoims in order 1o improve their citizens” access to appropriate health care, including medicines.

Qperating conditlons have become more challenging under the global pressures of competition. industry regulation and cost containment efforts. Although no
onc ean predict the effect of these und other factors en the Company ‘s business, the Company continually takes measures o evaluate, adapt and improve the organizatinn
and its business practices to better meet customer nevds and believes that it is well-positioned 1o respond to the evolving health care environment and market forces.

Regulation

‘Ihe pharmuceudical industry is also subjeet to regulation by regional, country. state and local agencies around the world [ocused on standards and processes
for deternuning drug safcty and effectiveness, as well as conditions For salc or reimbursement.

(M particular importance is the FDA in the U.S., which adminislers requirements covering the tesing, approval, safety, clfectiveness, manufacturing,
labehing, and markeung of prescription pharmaceuticals. In some cases, the FDA requirements and practices have ncreased the amount of time and resources necessary
to develop new products and bring them to market an the U.S. Al the same time, the FDA has committed to expediting the developmem and review of preducts hearing
the “hreakthrough therapy” designation, which has accelerated the regulitory review process for medicines with this designation. The FIDA has also undertaken efforts to
bring generic competition v market more efficiently and in a more timely manner.

The EU has adopted directives and other legislation concerning the classification. approval for marketing. labeling, advertising, manufacturing, whelesale
distribution, integrity of the supply chain, pharmacovigilance and safety monitoring of medicinal products for human use. These provide mandatory standards throughout
the KL, which may be supplemented or implemented with additional regulations by the EU Member States. In particular, £ regulators may approve products subjeet to
a number of post-authorization conditions. Examples of typical pest-unthorization commitments include additional pharmacovigilance. the conduct of clinical trials. the
establishment of patient regisines. physician or patient education and controlled distnbution and prescribing arrangements. Non-compliance with post-authorization
conditions. pharmacovigilance and other obligations can lead ro regulatory action, including the variation, suspension or withdrawal of the marketing authorizations. or
other enforcement or regulatory aetions. meluding the imposition of financial penalties. The Company s policies and procedures are already consistent with the substance
of these direvtives; consequently, it is believed that they will not have any material effect on the Company s business.

The Company believes that it will continue to he able to conduct its operations, imcluding launching new drugs. in this repulatory environment. (See
“Rescarch and Development™ below for a discussion of the regulatory approval process.)

Access to Medicines

As o global health care company, Merck’s primary role is to discover and develop innovative medicines and vaccines. The Company also recognizes that, in
collaboration with key stakeholders, it has a role to play in helping to ensure that its science advances health care, and its products are accessible and affordable. The
Company is committed to ensuring a reliable, safe global supply of its quality medicines and vaceines. and to developing, testing and Implementmyg innovative solutions
that address barriers to access and affordability of its medicines and vaccines. The Company’s approach is destgned to enable it to serve the greatest number of patients
today, while
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meeting (he needs of patients in the future. The Company’s efforts in this regard are wide-ranging and include a set of principles that the Company strives to embed into
1ts operations and business straleges to guide the Company s worldwide approach to cxpanding access to health care. In addition, through mnovative social investments,
including philanthropic programs and impaet investing, Merck is also helping to strengthen health systemns and huild capacity, particularly in under-resourced
communities. The Merck Patient Assistance Program provides medicines and adult vaccines for free w0 people in the U.8. who do not have preseription drug or health
insurance coverage and who, without the Company’'s assistance, cannot afford their Merck medicines and vaceines. Merck has funded “Merek tor Methers.” a long-term
cffort with global health partners o end preventable deaths from complications of pregnancy and childbirth. Merck has also provided funds 1o the Merck Foundation, an
independent grantmaking organization. which has parinered with a varicty of organizations dedicated to improving global health.

Privacy and Data Protection

The Company is subject 10 a significant number of privacy and data protection laws and regulations glebally. many of which place restrictions on the
Company’s abifity to transfer. access and use personal daa across its business. The legislative and regulatory landscape for privacy and data protection continues o
evolve. There has been inereased attention to privacy and data protection 1ssucs in both developed and cmerging markets with the potential to affect direetly the
Company’s husiness, including the EU General Data Protection Regulation (GDPR). which went into effect n May 2018 and imposes penalties of up to 4% of global
revenue.

The GDPR and related implementing laws in individual EU Member States govern the collection and use of personal health data and other personal data in
the BU. The GDPR increased responsibility and liability in relation to personal data that the Company processes. 1t also imposes a number of strict obligations and
restrictions on the ability to process (which includes collection, analysis and transfer of) persenal data. including health data from climical tnals and adverse event
reporting. The GDPR also includes requirements relating to the vonsent of the individuals to whom the personal data relates, the information provided to the individuals
prior o processing their personal data or personal health data, notification of data processing obligations to the national data protection authorities, and the security und
confidentiality of the persenal data. Further. the GDPR prohibits the transfer of personal data te countries outside of the EU that are not considered by the EC to provide
an adequite level of data protection, including to the U.S.. except if the data controller meets very specitic requirements. Following the Schrems 11 decision of the Court
of fustice of the EU on July 16, 2020, there is considerable uncerfainty as to the permissibility of international data transfurs under the GDPR. In light of the implications
of this decision, the Company way face difficulties regarding the transfer of personal data from the EU 1o third countries.

Failure to comply with the requirements of the GDPR and the related national data protection laws ol the EU Member States may result in signiticant
monctary fines and other administrative penalties as well as civil lability ¢laims from individuals whosc personal data was processed. Data protection authorities from
the different ELJ Member States may still implement certain variations, enforce the GLIPR and national data protection laws differently, and intreduce additional national
regulations and guidelines. which adds to the complexity of processing personal data in the EUL Guidance developed at both the BU Jevel and at the national level in
individual EU Member States concerning implementation and compliance practices is ofien updated or otherwise revised.

There is, moreover, a growing trend towards required public disclosure of elmical trial datz in the EU which adds 10 the complexity of obligations relating to
processing health data from clinical wrials. Failing to comply with these obligations could lead to government enforcement actions and sigmificant penalties against the
Company, harm to 1ts reputahion, and adversely wimpact its business and operating results. The uncertainty regarding the interplay between defferent regulatory
frameworks further adds to the complexity that the Company faces with regard to data protection regulation.

Om Aungust 20, 2021, China's 13th National People’s Congress passed the Personal Information Protection Law (PIPL) that aims to standardize the handling
of personal information in China which became effective on November 1. 2021. The PIPL currently applies to the processing of personal information of natural persons
in China, the processing of personal information outside China where the purpose is to provide produets and services in China. and to analyze the activitics of individuals
in China. While similar to the GDPR, the PIPL contains unigue requirements not tound in the GDPR.
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The Company has developed and implemented comprehensive plans to ensure compliance with the PIPL, with those relating to data localization and cross-
border tragsters yet 1o be completed pending forthceming guidance trom the Cyberspace Administration of China.

Additiona] laws and regulations enacted in the U.S. (such as the California Consumer Privacy Act). Furope, Asia, and Latin America, have increased
enfurcetticnt and Mltigation activity in the U8 and other developed markets, as well ay increased regulatory caeperation ameny privacy authorities plobally. The
Company has adopted a comprehensive global privacy program to manage these evalving requirements and risks and to facilitate the transfer of personal information
acrass international borders.

Distribution

The Campany sclls its human health pharmaceutical products primarily to drug wholesalers and retailers, hospitals, governinent agencies and managed health
care providers, such as health maintenance arpamzations. PBMs and other wstilutions. Human heulth: vaccines are sold primerily 1o physicians, wholesalers, physician
distributars ant sovemment entities. The Company’s profcasional repnesentatives commnunicate the ctieetis eness, safety and velue of the Company’s pharmaceutical and
vaceine products to health care professionals in private practice, group practices. hospitals and managed care organizations. ‘The Company sells jts animal health
products to veterinarians. distributors and animal producers.

Patents, Trademarks and Licenses

Patent protection is considered, in the aggregate. to be of material importance to the Company’s marketing of its products in the U.S. and in most major
fareign markets. Patents may cover products per se. pharmaceutical formulations. processes for, or intermediates useful in, the mannfacture of products. or the uses of
products. Protcction tor individual products extends for varying periods in accordance with the legal life of patents in the various countrics. The protection afferded,
which may also yary from country to country, depends upon the type of patent and its scope of coverage.

The Food and Drug Administration Modemization Act includes a Pediatric Exclusivity Provision that may provide an additional six months of market
exclusivity in the U5, for indications of new or currently marketed drugs if certain agreed upon pediatric studics are completed by the upplicant. Current 1.8, patent law
pronides additional patent term for periods when the patented product was under regulatory review by the FDA The FU also provides an additional six months of
pediatric market eaclusivity attached 1o a product’s Supplementary Protection Certificate (SPC). Japan provides the additional term for pediatric studies attached to
market exclusivity unrelated to patent term.

Patent portfolios developed for products introduced by the Company normally provide market exclusivity. The Company has the following key patent
protection in the U.S., the EU. Japan and China (including the potenfial for patent term extensions (PTE) and SPCs where indwcated) [or the following marketed
products:
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The Company has the following key LS. patent protection for drug candidates under review in the US, by the FDAL Additional patent termy may be provided
for these pipeline candidates based on Patent Term Restoration and Pediatric Exclusivity,

Currently Anticipated

Lnder Review in the UK, Year of Expiration (in the T1,8.)
MEK-7264 {gefapixant) 2027

The Company also has the following key 1.8, patent protection for drug candidates in Phase 3 developmacnt:
Currently Anticipated

Phase 3 “andjdat Year of Kapiration (jp the U.S.)
MEK-45491 (islamravir) 2026

MK-7962 (sotatercept) 2027

MK-8591A (doravirine } islatravir) 2032 {pending PTE for doravirine)
ME-1308A (quavenlimab + pembrolizumab) 2035

MEK-7684A (vibostolimab + pembrolizumab) 2033

MK-4280A (faverelimab + pembrolizumab) 2035

MK-1654 (clesrovimab} 2036

MIK-4482 (molnupin in® 2038

A Recened Emergency USe dnthorzgtion from the FDA Jor the treatarent of fngh-risk adults with mdd w0 moderace COFID-1Y,

Unless otherwise noted. the patents in the above charts are compound patents. Fach patent may be subject te a fulure patent term restoration of up 1o five
vears and six month pediatric market exclusivity. either or both of which may be avaifable. [n addition. depending on the circwnstances surrounding any linal regulatory
appraval of the compound, there may be other listed patents or patent applications pending that could huve relevance to the product as finally approved; the relevance of
any such application would depend upon the claims that vltimately may be granted and the nature of the final regulatory approval of the product. Also, regulatory
exclusivity tied to the protection of clinical data is complementary to patent protection and. in some cases. may provide more ¢ffective or longer lasting marketing
exclusivity than o compound’s patent estale. ln the U.S.. the data protection generally runs five years from first marketing approval of @ new chemical entity. extended to
seven vears for an orphan drig indication and 12 vears from tirst marketing approval of a biological product.

While the expiration of a compound patent normally results in a loss of marhket exclusivity for the covered phasmaccutical product. commercial benefits may
continue 10 be derived from; i} later-expiring patents on processes and intermediates relsted 1o the most ceonomical method of manufacture of the active ingredient of
such product; (1i) patents relating to the use of such product; (iii) patents relating to novel compesitions and formulations: and (iv} in the [J.S. and certain other countries,
market exclusivity that may be available under relevant law. The effect of product paten! expiration on pharmaceutical products also depends upon many other factors
such as the nature of the market and the position of the product in it. the growth of the market. the complexities and economics ol the process for mapufacture of the
active ingredient of the praduct and the requirements of new drug provissons of the Federal Food, Drug and Cosmetic Act or similar Jaws and regulations in other
countrnes.

Additions to market cxclusivity are sought in the U.S. and other countrics through all relevant laws, imneluding laws increasing patent life. Some of the
henefits of increages in patent life have been partially offset by an increase in the number of incentives for and use of generic products. Additionally, improvements in
intellectual property laws are sought in the U.S. and other countries through reform of patent and other relevant laws and implementation of international treaties.

For further information with respeet to ihe Company s patents, see Item LA, “Risk Factors™ and ltem 8. “Financial Statements and Supplementary Data,”
Note 11, “Contingencies and Fnvironmental Liabilitics™ below.

Worldwide, all of the Company's mportant products are sold under frademarks that are considered in the aggregate 10 be of material importance. [rademark
protection continues in some countries as long as used: jn other countrics, as long as registered. Registration is for fixed terms and can be renewed mdefinitely.
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Ruyalty income in 2021 on patent and know-how licenses and other rights amounted 1o $286 million. Merck also incnrred royalty expenses ameunling 1o
$2.4 billion 1 2021 under patent and know-how licenses it halds.

Research and Development

The Company s business is characterized by the mtroduction of new products or new uses for existing products through a srong research and development
program. At Decemher 31, 2021, approximately 17500 people were cmployed i the Company’s research activities. The Company prioritizes its rescarch and
development efforts und focuses on candidates that 11 believes represent breakthrough science that will make a difference lor paticnts and pavers.

The Company maintains a number of long-term exploratory and fundamental research programs in biology and chemistcy as well as research programs
directed toward product development. The Company’s research and development model is designed to increase productivity and improve the probability of success by
prioritizing the Company’s research and development resources on candidates the Company believes are capable of providing unambiguous. prowiotable advantages (e
paticnts and payers and delivering 1he waximum value of its approved medicines and vaceines through new indications and new furmulations. Merek is pursuing
cmerging predust opportunitics independent of therapeutic arca or medality (small melecule, biologics and vaccines) and is building its biologics capabilitics. The
Company is committed to ensuring that externally sourced programs remizin an important component of its pipeline strategy, with a focus on supplementing its internal
rescarch with a licensing and exiernal alliance strategy tocused on the entire spectrum of collaborations frem carly research to Jate-stage compounds, as well as access to
new technologies.

The Company's clinical pipeline includes candidates in multiple disease areas, including cancer, cardiovascular diseases, metabolic diseases, infectious
diseasey. neurosciences, respiratory diseases, and vaceines.

In the development of human health products, industry practice and goversment regulations s the U8, and most foreign countries pravide for the
determination of eFtectiveness and safety of new chemical compounds through pre-clinieal tests and controlled chimical evaluation. Before a new drug or vaceine may be
marketed in the U8 recorded data on pre-clinscal and clinical experience arc included in the New Drug Application (NDA} for a drug or the Biologics License
Application (BLA) for a vaceine or biologic submitted to the FDA tor the required approval.

Onee the Company '3 scientists discover a new small molecule compound or biologic that they believe has promise to treat a medical condition. the Company
conumences pre-clinical testing with that compound. Pre-clinical testing mcludes laboratory testing and animat safety studies to gather data on chemistry, pharmacology.
inununogenivity and toxicology. Pending acceptahle pre-clinical data, the Company will initiate vlinival testing in accordance with established regulatory requirements.
The clinical testing begins with Phase 1 studies, which are designed to assess safety. lolerability, pharmacokinetics, and preliminary pharmacedynamiv activity of the
compound in humans, If favorable, additional, larper Phase 2 studics are initiated to determine the efficacy of the compound in the aftected pepulation, define
appropriate dosing for the compound, as well as identify any adverse effects that could limit the compound’s usefulness. In some situations, the clinical program
incorporates adaptive design methodology to use accumulating data to decide how to modify aspects of the ongoing clinical study as 1t continues. withowt undermining
the validity and integrity of the trial. One type of adaptive clinical trial is an adaptive Phase 2a/2b trial design, a two-stage trial design consisting of a Phase 2a proof-of-
concepl slage and a Phase 2b dose-optimization finding stage. [f data from the Phase 2 triuls are satisfactory, the Compuny commences large-seale Phase 3 trials to
confirm the compound’s efticacy and safety. Another type of adaptive clinical trial is an adaptive Phase 2/3 wial design, a study that inclades an interim analysss and an
adaptation that changes the tnal from having teatures commeon in 2 Phase 2 study (e.g. multiple dose groups) 1o a design similar to a Phase 3 trial. An adaptive Phase 2/3
trial design reduees timelines by eliminating activities which would be required to start a separate study. Upon completion of Phase 3 triuls. if satisfactory, the Company
submits regulatory filings with the appropriate regulatory agencies around the world to have the product candidate approved for marketing. There can be no assurance
that a compeund that is the result of any particular program will obtain the regulatory approvals necessary Jor it to be marketed.

H
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Vaceine development follows the same general pathway as for drugs. Pre-clinical testing focuses on the vaccine’s satety and ability to elivit a protective
imimune respense (mmunogenicity). Pre-marketing voceme elineal trials are typicalty done in three phases. Initial Phase 1 clinical studies are conducted in normal
subjects 1o evaluate the safety, tolerability and immunogenicity of the vaccine candidate. Phasce 2 studies are dose-rangsng studies. Finally. Phase 3 tnals provide the
necessary data on effectiveness and satety. 1t successful, the Company submits regulatory tilings with the appropriate regulatory agencics.

Inthe S, the FDA review process beging once a comnplete NDXA or BLA is submiticd, received and aceepted for review by the agency. Within 60 days after
receipl, the FDA determines il the application is sufficicnily complete to permit a substantive review. The FDA also assesses, at that time, whether the application will be
granted a priority review ot standard review, Pursuam io the Prescription Drug User Fee Act V (PDULA). the FDA review period target for NDAs or origmal BLAs is
either six months, for priority review, or ten months, for a standard review, from the tine the application is deemed sufficiently cemplete, Once the review timelines are
determined, the FDA will generally act upon the appiication within those timehnes. unless 2 major amendment has been submutted (erther at the Company’s own
initiative or the FDA"s request; to the pending application. If this occurs, the FDA may extend the review period to allow for review of the new information, but by no
more than three menths, Extensions to the review period are commuonicated te the Company. The FIDA ¢an act on an applivation ¢ither by issuing an approval letter or by
issuing a Compleie Besponse Letter (CRL} stuling that the apphication will not be approved in its present form and describing all deficiencies that the FDA has identified.
Should the Company wish to pursue an application atter receiving a CRL. it can resubmitl the application with information that addresses the questions or issues
identificd by the FDA in order Lo support approval. Resubmissions are subrect fo review period targets, which vary depending on the underlying submission 1ype snd the
content of the resubmission.

The FDA has four program designations — Fast Track, Breakthrough Therapy, Accelerated Approval, and Priority Review — to facilitate and expedite
development and review of new drugs to address unmet medical needs in the treatment of serious or life-threatening conditions. The Fast Track designation provedes
pharmaceutical manufacturers with opportunities [or {reguent interactions with FDA revicewers during the product’s development and the ability for the manufacturer to
do a rolling submizsion of the NDA'BLA. A rolling submission allows completed portions of the application to be submitted and reviewed by the FDA on an ongoing
basis. The Breakthrough Therapy destgnation provides manutacturers with all of the features of the Fast Track designation as welh as intensive guidance on
implementing an etficient development program for the product and a commitment by the FDA to mvolve senior managers and expericneed saff in the review. The
Accelerated Approval designation allows the FDA to approve a product hased on an effect en a surrogate or intermediate endpoint that is reasonably likely to predict a
product’s climcal benetit and generally requires the manutacturer 1o conduct required post-approval contirmatory trials 1o verity the clinical benefit. The Priority Review
designation means that the FDA’s goal is o take action on the NDA/BLA within six months, compared to ten months under standard review. More than one of these
special designations can be grunted for a given application (i.c., a product designated as a Breakihrough Therapy may also be eligible for Priority Review}.

Due to the COVID-12 public health crists. the TS, Secretury of Health and Humnan Services has exercised statutery authority to determine that 2 public
health emergency exists, and declared these circumsiances justify the emergency use of drugs and biological products as authorized by the TDA. While in effect, this
decluration enables the FDA to issue Emergency Use Authonzations (EUAs) permitting distribution and use of specitic medical products absent NDA/BLA submission
or approval, including products te reat or prevent diseases or conditions caused by the SARS-CoV-2 virus, subject to the terms of any such EUAs. The FDA must make
certain findings to grant an EUA. including that it is reasonable to believe based on the totality of evidence that the drug or biologic may be eflective. and that known or
potential benefits when used under the terms of the EUA oufweigh known or potential risks. Additionally, the FIXA must find that there is ne adequate, approved and
available alternative to the emergency usc. The FDA may revise or revoke an EUA 1 the circumstances justitying s issuance no longer exist, the eriteria for its issuance
are no longer met, or other circumstances make a revision or revocation appropriate to protect the public bealth or safety.

‘The primary method the Company uses 10 obtain marketing awthorization of pharmacentical products in the EU is through the “centralized procedure.” This

procedure is compulsory for cerlain phammaceutical products, in particular these using biotechuological processes, and is also available for certain new chemucal
compounds and products. A company seeking to market an innos ative pharmaccutical preduct through the centralized procedure



Lable ol Conlents

must file a complete set of safety data and etficacy data as part of a Marketing Authorization Application (MAA) with the European Medicines Ageney (EMA). Alter the
EMA evaluates the MAA. it provides a recommendation to the EC and the EC then approves or denies the MAA. [t is alzo possible tor new chemical products to obtain
marketing authorization m the ELi through a “mutual recognition procedure™ in which an application is made te a single member state and. H the member state appros es
the pharmaceutical product under a national procedure, the applicant may submit that approval Lo the mutual recognition procedure of some or all other EU Member
States.

Outside of the U 8. and the EU, the Company submits markeling applications to national regulatory autherities. Examples of such are the Ministry of Health,
Labour and Welfarc in Jupan, the National Medical Products Administration in China, Health Canads, Agéneia Nacional de Vigildncia Sanarina in Brazil, Kerca Food
and Drug Administration in South Korca, and the Therapeutic Goods Administration in Australia. bach country has a separate and independent review process and
timeline. In many markets, approval times can be longer as the regulatory authority requires approval in a major market, such as the LLS. or the EU, and issuance of a
Certificate of Pharmaceutical Product from thal market betore imiating their local review process.

Research and Developarent Updaie
The Company cyrrently has several candidates under regulatory review inthe LS. and internationally or in late-stage clinical development.

MEK-44%2, molnupiravir, is an investigationat oral antiviral medicine for the treatment of mild to moderate COVID-19 in adults who are at risk for
progressing to severe disease. Merck is developing mulnupiravir in coltaboration with Ridgeback Biotherupewtivs LP. The FDA granted Emergency Usc Anthorization
(EUA) for molnupiravir in December 2021; as updated i February 2022, to authorice molupiravir for the treatment of mild 1o moderate COVID-19 in adults with
positive results of direet SARS-CoV-2 veral testing, and who are at high risk for progression to severe COVID-19, including hospitalization or drath, and for whom
alternative COWVID-19 rreatment options approved or authorized by the FDDA are not accessible or ¢linically appropriate. The authorization is based on the Phase 3
MOVe-OUT trial. Molhupiravir 1s not approved for any use in the U.S. and is authorized enly for the duration of the declaration that circumstances exist justifying the
authorization of its emergency wse under the Food, Drug and Cosmetic Act, unless the autharization is terminated ar revoked sooner. Molnupiravir has alse received
conditional marketing anthorization in the UK and Speciol Approval for Emergency in Japan. In November 2021, the EMA issued a positive scientific opinion for
molnupiravir, which is intended to support national deciston-making on the possible use of molrupiravir prior to marketing autharization. In October 2021, the EMA
initiated a rolling review for molnupiravir for the treatment of COVID-1Y in adults. Merck plans to work with the Committee for Medicinal Products for Human Use of
the EMA 1o complete the rolling review process to facilitate initiating the formal review of the MAA. Applications (o other regulatory bodies worldwide are underway.
Molnupiravir is also bejng evaluated for post-exposure prophylaxis in the Phase 3 MOVe-AHEAD trial, which 1s evaluating the eificacy and safety of molnupiravir for
the prevention of COVID-19 in adults who reside with a person with COVID-19. As previcusly announced, data from the MQVe-IN clinical trial indicated that
molnupiravir is unlikely to demonstrate a clinical benefit in hospitalized patients, who generally had a longer durations of symptoms prior to study entry; therefore, the
decision was made not to proceed to Phase 3.

MK-7264, pefapixant, is an investigauonal, orally adminstered, selective P2ZX3 receptor antagonist, for the treatment ol refractery chronic cough or
unexplamed chronic cough in adults under review by the EDA. The NDA for gefapixant is based on results from the COUGIL-1 and COUGH-2 clintcal trials. In January
2022, the FDA issued a Complewe Response Letter (CRL) regarding Merck™s NDA for gefapixant. In the CRL, the FIDA requested additionul information related to
measurement of efficacy. The CRL was not related to the sufety of gefapixant. Merck is reviewng the Tetter and considering next steps. Gefapixant is also under review
in the EL. although the review period has been extended pending the receipt of additional information from the Company.

V114 1 an investigational 15-valent pneumacoceal conjugate vaceine under review in Japan for use in adudts. V114 was approved in the U.S. in 202] for use
in adults where it is marketed as Faxnewvance. Faxneuvance is also under privrity review by the FDA for the prevention of invasive pneumococeal disease in children 6
weeks through 17 years of age. The FDA grants priority review to medicines and vaccines that. if appreved. would provide o significant improveroent in the safety or
effectiveness of the treatment or prevention ol a serious condition. The FDA set a PDUFA date of April 1. 2022, The supplemental BLA is supported by results from
Phase 2 and Phase 3 clinical studics in pediatric populations including infants, children, and adolescents.
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MK-3475. Kevirnda. is on anti-PD-1 therapy approved lor the treatment of many cancers thar is in clinical development tor expanded indications. These
approvals were the result of o broad clinical develepment program that currently consists of more than 1,650 climeal trials, including more than 1,250 trials that combane
Kevertda with other cancer treatments. These studics encompass more than 30 cancer types icluding: biliary, estrogen receptor positive breast cancer, cervical,
colorectal, cutaneous squamous eell, endometrial. esophageal, gastric, glioblastoma, head and neck, hepatocellular. Hodgkin lymphoma, non-Hedglan lymphema, non-
small-cell lung, smatl-cell lung, melanoma, mesothelioma. ovarien, prostate, renal, triple-negative breast. and urothelial, many of which are currently in Phase 3 ¢linical
development. Further trials are being planned for other cancers.

Kevtruda is under review in the EL for the adjuvant treatment of adult and pediatric (12 years and older) patients with Stage [IB or IIC melanoma following
complete resection based on data trom the Phase 3 KEYNOTE-7§6 trial.

Neytruda is under review in Japan for the adjuvan? freatment of patients with RCC at intermediate-high or high risk of recurrence following nephrectomy
(surgica) removal of a hidney) based on data from the Phase 3 KEYNOTE-564 trial.

Kertruda is under review by the FDA for the treatment of patients with adhanced endemetrial cancer that is MSI-H or ¢MMR. who have disease progression
fellowing prior systemic therapy in any setting and are not candidates for curative surgery or radiation. This subnuission is based on data from the KEYNOEE-158 trial.
The FDIA set a PDUFA date of March 28, 2022,

Keytrtnda s under review in the BU for the treatment of unresectable or mctastatic MSI-H or dMMR colorectal, endometrial, gastric, small intestine, biliary.
ar pancreatic cancer in adults who have reecived prior therapy. The proposed indication is based on the results from the KEYNOTE-164 and KEYNOTE-158 trials.

Kevtruda in combination with chemetherapy is under review n the B and Japan for the treatment of patients with high-risk, early-stage TNBC as
neaadjuvant wreatment, and then as a single agent as adjuvant treatment after surgery based on data from the KEYNOTE-522 trial.

Keviruda 1s under review m Japan for treatment of adult patients with advanced ot recurrent TMB-H solid tumors that has e progressed atter chemotherapy
{limited to nse when difficult to treat wath standard of care} based on the KEYNOTE-] 58 trial.

Keitrudn in combination with chemotherapy with or without bevacizumab is also under review in the EU and Jupan for the first-line treatment of patients
with persistent, revurrent or metastatic cervical vancer based on the KEYNOTE-826 trial.

In lanuary 2021, Merck, the European Organisation for Research and Treatment of Cancer and the European Thoracic Oncology Plattorm announced that the
Phase 3 KEYNO I'E-091 trial investigaling Kevfruda met onc of is dual primary endpoints of disease-free survival (DFS) for the adjuvant treatment of patients with
stage 1B-11LA NSCLC toilowing surgical resection regardless of PD-L.1 expressson. Based on an interim analysss review conducted by an independent Data Monitoring
Committee, adinvant treatment with Keyiruda resubed in a statistically significant and ¢linically meaningful improvement in DFS compared with placcbo i the ali-
comer population of patients with stage 1B-1IIA NSCLC. At the interim analysis, there was also an improvement in DFS for patients whose tumors express PD-L1
{(tumor preportion score [IPS] 250843 treated with Aeviruda compared to placebo; however. this dual primary endpoint did not meet statistical significance per the pre-
speeified statistical plan. The trial will continue 10 analyze DFS in patients whose tumors express high levels of PD-L1 (TPS$ 250%) and evaluate overall survival. a key
secondary endpoint. Results will be presented at an upcoming medical meeting and will be submitfed to regulatory authorities.

MK-7339, Lvnparza, is an oral PARP inhibitor currently approved [or certain types of advanced vvarian, breast. pancreatic and prostate cancers being co-
developed for multiple cancer types as part of a collzboration with AstraZeneca PLC. In November 2021, the FDA aceepted for priority review a supplemental NDA for
Lynparza for the adjuvant treatmemnt of patients with BRCA-mutated, human cpidermal growih factor receptor 2 (HERZ)-negative high-risk. early-stage breast cancer who
have already been treated with chemotherapy either before or after surgery based on the results from the Phase 3 OlympiA toal. The FDA set a PDUFA dute during the
first quarter of 2022,
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This indication is also under review in the EU. Lynparza is also under review in the EU for the treatment of certain patients with metastatic castration-resistant prostale
cancer based on the PROpe] clinical tral.

MK-7902, Lenvima. is an oral receptor tyrosine kinase inhibitor being developed as part of a collaboration with Lisai Co.. Ltd. (Eisat). Merck and Eisai are
studving 1l Keytrieda plus Lenvima combination through the LEAD {LEnvatinib And Pumbrolizumab) clinical program that includes |7 Phase 3 studies across 14
different tumnor types {biliary caneer, CRC, endometrial carcmotua. csophageal cancer. gastric cancer, glioblastona, HCC. HNSCC, elunoina, pancreatic cancer,
prostate cancer. NSCLC, SCLC and RCO).

In July 2020. Merck and Eisai announced that the FDA issued a CRL reparding Merck's and Lisai’s applications seeking aceeleruted approval for the first-
line treatment of patiemts with unresectable HCC based on the KEYNOTE-524/S1udy 110 tial. Ahead of the PDUFA action dates of Merck™s and Eisai’s applications,
another combination therapy was approved based on a randemized, controlled trial that demonstrated improvement in overall survival sersus standard-of-care treatment,
Consequently, the CRL stated that Merck’s and Eisui’s applications do not provide evidence that Aevouda in combination with [.cnvima represents a meaningful
advantage over available therapies for the treatment of unresertable or metastatte HCC with no prior systemic therapy for advanced diseasc. $ince the applications for
KEYNOTE-524:Study 116 no longer meet the criteria for accelerated approval. both companies plan to work with the FDA 1o 1ake appropriate next steps, which include
conducting a well-controlled clinjcal trial that demonstrates substantial evidence of effectiveness and the clinical benefit of the combination. As such, LEAP-002. the
Phase 3 trial evaluating the Keytrda plus Lenvima combination as u first-line treatment for advanced HCC. 1s currently underway and fully enrolled. The CRL does not
impact the current approved indications tor Keytrude or tor Lenvina,

Merck and Eisay have stopped LEAP-007, the Phase 3 study evaluating the first-line treatment of Lenvima in combinatieh with Aerruda in participants with
melastatic squamous of non-squamous NSC'LL, whose tumors are PD-LE positive with no EGFR or ALK genomic tumer aberrations. The trial has been discontinued
following the recommendation of the external Data Monitoring Committee (e[XMC) which met, as scheduled, (o assess safety and funility, The eDMC determined that the
study had met the crileria for declaring futility and the benefit‘risk profile of the combination did not support continuing the trial.

Merck and Eisaj have closed LEAP-011 tor furllier enrollment. LEEAP-011 is a Phase 3 study evaluating Lenvima in cembination with Keviride for the tirst-
line treatments of paticnts with platinum-ineliyible urothelial carcinoma. lnrellment was closed following the recommendation ol the ¢DMC, which met. as scheduled,
to assess safety and fulility. The eDMC determined that the benetit/risk prolile of the combination did not support cominwng the trial and impros ements in outcomes in
faver of the combination were unlikely to be as high as initially hypothesized.

The Company alse has several other programs in Phase 3 clinical development.

MK-1308A 5 the coformulation of quavonlimab, Merck's novel investigational anti-CTLA-4 antibody, with pembrolizemab being evaluated for the
treatment of RCC.

Subcutanecus MK-3475. pembrolizumab. is being evaluated for comparability with the intravenous formulation in NSCLC.

MK-4250A is the coformulation of favezelimab, Merck s novel investigational antt-1.AG3 therapy, with pembrolizumab, being ¢valuated for the treatment of
CRC.

MK-6482, Helireg (belzutifan), is 2 hypoxia-inducible factor-2a (ELLF-2a) inlibitor being evaluated for a supplemental indication for the treatment of patients
with RCC.

MK-7119, Tukysa. is a small molecule tyrosine kinase inhibiter. for the treatment of HER2-positive cancers in development for the treatment of breast
cancer. In September 2020, Seagen granted Merck an exclusive license and entered into a co-development agreement with Merck to accclerate the global reach of
Tukysa.

MK-7654A is the coformulation of vibostolimab, an anti-TIGIT therapy, with pembrolizumab being evaluated for the treatment of NSCLC.

In December 2021, Merck announced that the FDA had placed clinical holds on the investigational new drug applications for the oral and implant
formulations of islatravir (MK-8391) for HiV-1 pre-eapusure prophylaxis
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{PrEiP; the mijectable formulation of 1slatravir for HIV-1 treatinent and prophylaxis: and the oral doravirine/slatravir {MK-8591A) HIV-1 once-daily treatment regimen.
The FDA™s clinical hold is based on observatieons of decreases in total lymphocyte and CD4+ T-cell counts in some participants receiving islatravir in clinical stadies.
Merck previonsly ampounced o had stopped dosing in the Phase 2 IMAGINE-DR chaical trial of 1slatravir in combination with MK-8507 {MK-8531-013} and pansed
enrollment tn the ance-muonthly Phase 3 PrEP studies, (MK-8591-022 and MK-8591-024}. With the FDA’s ¢linical hold, no new studies may he imtiated. Addetionally,
Merck and Gilead have made the decision to step all desing of participants in the Phase 2 chinical study evaluating un oral-weekly combination treatment regimen of
islatravir and Gilead's investigational lenacapavir in people living with HIV who are virologically suppressed on antiretroviral therapy. This decision follows the joint
announcement an November 23. 2021 of a temporary hold on further enrellment and serceming in the study. which commenced in October 2021, The two companies witl
assess whether a different dosing of islateavir in combination with lenacapavir may provide a once-weekly oral therapy option for people living with HIV. Merck und
(ilead remain committed to their collaboration, which aims to develop long-acting new reatment options to address the unmet needs for people living with HIV.

MK-7962, sotatercept, is a putentially first-in-class therapy for the treatment of pulmoenary arterial hypertension (PAH). Solatercept is in climecal trials as an
add-on to carrent standard of care for the trearment of PAH, Sutalercept was obtained in conuedtivn with Merek’s acquisition ol Aveeleron Pharma Ine. in 2021

MK-1654, clesrovimab, is a respiratory syneytial virus (R$V) monoclonal antibody that is being evaluated for the prevention of RSV medically attended
lower respiratory tract infection in infants and cerrain children over 2 vears of age.

In April 2021, Merck announced the discontinuation of development of MK-7110 which was being evaluated for the treatment of huspitalized patiends with
COVID-1Y9. Merck obtained MK-7110 in December 2020 through its acquisition of Oncolmmune. a privately held clinical-stage biopharmaceutical company. In 2021
Merck received feedback from the FDA thar additional data would be needed to support a potential EUA application and therefore the Company did not expect MK~
7110 would become available until the first half of 2022, Given this timeline and the technical, clinical and regulatory uncertainties. the availability of 4 number of
medicines for patients hospitalized with COVID-19, and the need to concentrate Merck's resources on accelerating the development and manufecture of the most viable
therapeutivs and vaccines, Merck decided to discontinue development of MK-7110 for the treatment of COVID-19.

In September 2021. the FDA approved updated labeting for Steglatro. Steglujan and Segluromet. medicines tor adults with type 2 diabetes, to include the
primary efficacy and safety results from the VERTIS OV trial, which assessed the eftect of Steglatro compared with placcho on cardios ascular outcomes in adult patients
with type 2 diabetes and estahlished atherosclerotic cardioyvascular disease. The FDA 1ssued a CR1L concerming the Company’s application for a new indication. based on
additional results from the VERTIS CV trial, to reduce the risk of hospitalization for heart failure. The Company has determined not to pursue the indreation,

‘Fhe chart below reflects the Company’s rescarch pipeline as of February 22, 2022, Candidates shown in Phase 3 include specific products and the date such
candidate entered into Phase 3 development. Candidates shown in Phase 2 include the most advanced compound with a specific mechanism or, it listed compounds have
the same mechanism. they are cach currently intended for commercialization in a piven therapeutic arca. Small molecules and biclogics are given MK-number
designations and vaccine candidates are given V-number designations. Dxcept as othcrwise noted, candidates in Phase 1, additional indications in the same therapeutic
area (other than with respect to cancer) and additienal cluims, line extensions or formulations for in-line products are not shown.
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Human Capital

As of December 31. 2021, the Company had approximately 68.000 employees worldwide, with approximately 27,000 employed in the V.S including Puerto
Rico, and. additionally, approaimately 14.000 third-party contractors globatly. /! Approximately 67.000 of the Company's employees are full-time employces. Women
and individuals fiom nnderrepresented ethnic groups comprise approximately 50% and 32% of its workforce (the Company defines workforce as its employees) in the
U5, respectively, Women comprise 46% of the members of the Board of Directors. Additionally. the Company’s executive feam s made op of 33% women.
Approximately 23% of the Company’s employ ees are represented by various collective bareaining groups. The Company’s voluntary turnover rate was approximately
8 8% and 6.0%, respectively, in 2021 and 2020,

The Company recognizes that its employees are critical to meet the needs of 11s patients and customers and thal its ability to excel depends on the integnly,
skill. and diversity ol its employees.
U ed par conivderors wichide the Compamy 8 temporary workers, fadependont contracturs and freelancers whao are stewed as full-ine cquivatent empiovees, Thev exclmde owsourced service

proveders.

Talenr Acguisition

The Coympany uses a comprehensive approach to ensure recrutting. retention and leadership development goals are systemuatically executed throughout the
Coempany and that it hires talented leaders 1o achiey e improved gender parity and representation across all dimensions of diversity. The Company provides training 1o its
managers and cxternal recruiting organizations on strategics to mitigate unconscious bias in the candidate selection and hiring process. Jn addition, the Company wtilizes
a comprehensive communications strategy, cmplovee branding and marketing outreacl, social media and strategic alliance partnerships 1o reach a broad pool of talent in
its critical business arcas. in 2021, the Company hired approximately 8,700 employees across the globe through vanious channels including the Company’s external
career site, direct passive candidate sourcing, diversity partmerstups, cmployee referrals, umversttics and other external sourecs.

Global Diversity and fncinsion

Diversity and inclusion are fundamental to the Compuny’s success and core lo [utuwre innovation. The Company fosters a globally diverse and inclusive
workfuree for its employees by creating an environment of belonging, engagement, equity, and empowerment. The Company #s proactive and intenttoral abour diversity
hiring and development programs to advance talent. The Company creates competitive advantages by leveraging diversity and inclusion to accelerate business
performance. This includes fostering global supplier diversity, integrating diversity and inclusion into the Company’s commercialization strategies and leveraging
employee insights 1o improve performance. In addition 1o these efforts, the Company has ten Employee Business Resource Groups that provide opportunities for
employees to take an active parl in contributing 1o the Company's inclusive culture through their work in talent acquisition and development. business and customer
insights and social and community outreach.

‘The Company’s diversity goals include increasing representation in seniot management roles’ hy 2024 of (1) women globually 10 40%., up trom 31% in 2020,
(1) Black Alrican Americans in the LS. to 10%, up from 3% in 2020, and (11} Hispanics/Latinmos in the U.S, to 10%, up from 5% 1n 2020. At December 31, 2021,
representation b senior management roles at the Company for (1) women globally was 36%, (1) Black/African Americans in the U.S. was 7%. und (1}
[Nispanics/Latinos in the U.S. was 6%. [n addition, by 2025, the Company seeks to maintain or exceed both its current inclusion index score and its current employee
engagement index score. '

N Sendor managemiens oo ix defined as an individual kolding either o Vice President or Senter bice President Hile
U Tl drchusieon fidex iy the average fuvenabiline score for vinplovess | responses to three items in the emplamvee podve survey paandger svpporfs inclusiong, senmse of belonging, leaders value

perspectived The Evplovec Enguygement Index o the wverage fav orability score Jor coapluvees  responises fo flems in Bie employee sinver.
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Gender and Ethnicity Performance Data™? 2021 2020 2019
Women in the workforce 50% 50% 49%,
Women in the workforee in the (1.8, 50% S0% 50%
Women on the Board of Directors 46% 46% 33%
Women in executive rolgs'? 33% 33 20%
Women in management roles™ 44% 42% 42%
Members of underrepresented ethnic groups on the Board of Directors 3% 23% 7%
Members of underrepresented ethnic groups in executive roles (11.5.) 42% 25% 40%
Members ot wnderrepresented cthnic groups in the workforce (UJ.S)) 2% 3% 2004
Members ol underrepresented ethnic groups in management roles (U.S.) 26% 25% 23%
New hires thal were female 53% 50% S1%
New hires thal were members of underrepresented ethnic groups (U.S.) 46% 40% 35%

WAy of 12:31 Ay seli-identified 1o the Compuny.

2 Prive period deatu Bas act heen restated fo adiust for the Ovganop Spin-0ff.

o Erecntive role " s defined uy un individual hotding an Excaive Vice President title.

0 Managemcent role " 1 defined as all managers with direct reports other than executves as defined in note 3.

Compensation and Benefits

The Company provides a valuable total rewards package retlecting 1ts commitment fo atract, retain and morivare 1ts lalent, and support its cmployees and
their familics in cvery stage of life. The Company continuously monitors and adjusts 1ts compensation and benefit programs 10 ensure they are competitive,
contemporary, helptul and engaging. and that they support strategic imperatives such as diversity and inclusion, equity, tlexibility. quality. security and atfordability. For
example. the Company added a personal health care concterge servive to assist LS. employees participating in the Company medical plan with their health care needs.
Aligned with its business and in support of 11s cancer care strategy, the Company also improved cancer screening benefits, added resources and provided immediate
aceess to a lwading cancer center of excellence tor 118, employces. Globally, the Company tmplemented a minimum standard of 12 wecks of paid parental leave, which
inclusively applies to all parents. [a the U.S., the Company’s benefits rank in the top guartile of Fortune 100 companies under the Aon 2021 Benefits index. The
Company has been included in Scramount (previously the Working Mother} 100 Best Companes ranking for 35 consecutive years and was named a Seramount top ten
Best Company tor Dads in 2021.

Eplayee Wellberry

The Company is committed to helping its employees and their families improve their own health and wellbeing. The Company’s cullure of wellbeing is
referred to as “Live ir”, which includes programs to support preventive heaith, cmotional and financial wellbeing. physical fitness and nutnition. It 15 designed to inspire
all employees to pursuie, enjoy, und share healthy lifestyles. FLive ir was launched in the U.S. in 2011 and today is available in every country in which the Compuny has
employees. [n addition, many of the Company’s larger sites offer onsite health clinics that provide an array ot services to help its employees stay or get well, including
vaccinations. cancer and biometric screenings. travel medicine and advice. diagnosis and treatment of non-occupational illnesses or imjuries, health counseling and
referrals. The Company s overall employvee wellbeing program was recoguized for excellence in health and wellbeing by receiving the most recent highest-level awards
from the Business Group on Health and the American Heart Association.

COVID-19 Respounse

The Company recognizes that it has a unique responsibility to help in response to the COVID-19 pandemic and is commitied to supperting and protecting its
employees and their fumilies, ensuring that its supply of medicines and vaccines reaches its patients, contributing its scientific expertise to the development of antiviral
approaches and supporhing its health care providers and the communities in which they serve. The Company continues to provide employecs with easy and regular
access to information, including details regarding the Company’s tracking process. guidance around hygiene measures and travel and best practices for working from
home. Examples of pandemic support resources and programs available to the Company's employees include pay continvation for workers who have been sick or
exposed. velunteer policy adjustment to enable emnployees with
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muedical backgrounds to volustcer in SARS-CoV-2-related activities, Tesources to prioritize physical and mental wellness, adjustments to medical plans to cover 100% of
a COVID-[9-related diagnosis, testing and treatment, backup childeare and more.

Engaging Emplovees

The Company strives fo foster employee engagement by prometing a safe, positive, diverse and inclusive work environment that provides numercus
opportumtios for tWwo-way counnunication with cmployees. Some of the Company's key programs and initiatives include promoting global employee engagement
sur cys, ongolng pulse checks to the organization for interim feedback on specific topics, tostering professional networking and collaboration. idemifyving and providing
oppartunitics for volunteering and establishing positiy ¢, cooperative business relations with designated employee representalives.

Tedent Management qud Development

As the Company pursues its goal of becoming the world’s premier research-based biopharmaceutical company. there (s a consistent focus on the imponance
ol continuously developing its diverse and talented people. The Company’s current talent management system supports company-wide pertormance management,
leadership development, talent reviews and succession planning. Annual performance reviews help further the professional development of the Company's employees
and ensure that the Campany s workforce is aligned with the Company’'s objectives. The Company seeks ta continuously build the skills and capabilities ot its work force
w aceelerate talent. improve perfonmance and mitigate risk through relevant continuous leaming experiences. This includes, but is not limited to. building leadership and
management skills, ay well as providing technical und functional traimng to all employees.

Environmental Matters

Einvironmental Sustainabilin

The Company strives to be a strong environmental steward. and realizes that its strategy and cfforts need to continuousiy mmprove for the Company to excel
in an increasingly resource-constrained world. The Compuny s ¢nvironmental sustainability strategy has three areas of focus:

+  Driving efficiency in operations;

= Designing new products to mimmize covironmental impact; and

«  Reducing any impacts in the Company s upstream and dow nstream value chain.

The Company has recently adopled a set of new ciimate goals to address the rising expectations of its customers, investors, external stakehelders and
employees regarding the environmental impact of its operations and supply chain. These goals nelude achieving carbon neutrality lor gregnhouse gas emissions across
operations (Scopes | and 2) by 2025, reducing Scope 1 and 2 greenhouse gas emissions 46% by 2030 (from a 2019 basehne), reducing value chain (Scope 3) greenhouse
gas emissions by 30% by 2030 (from a 2019 hascline), and sourcing 100% rencwable energy for purchased electricity by 2025, The Company’s abseluts greenhouse gas
reduction targets have been verified by the Science Based Target inibative. Other environmental sustainability inttiatives of the Company include:

*  Global water use and stewardship. The Company’s global water strategy aims to achieve sustainable water management within its operations and its
supply chain, as well as address water-related risk. Access to clean water 1s critical for human health, and water 15 a key nput to the Company’s
manufacturing operations. The Company's sites employ a variety of technologies and techniques, such as closed-loop cooling systems and reused reverse
0810815 “reject water,” to reduce the Company s water foclprint and improve operational performance.

*  Waste management and diversion. The Cempany continuously strives to reduce the amount of operational waste it generates and to maximize the use
of environmentally beneficial disposal methods such as recyeling, composting und waste-te-energy.

«  Product stewardship and green and sustainable science. The Company s praduct stewardship program focuses on identifying and either preventing or
minimizing potenbial salety and environmental hazards throughout a product’s life eycle. The Company is also committed to
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understanding, managing and reducing the environmental impacts of its products and the materials associated with discovering and producing them. The
Company's green and sustainable science program uses a “green-by-design™ approach. By using more efficient and innovative processing methods and
technologics, the Company is reducing the amouat of energy, water and raw materialy the Company uses to make the Company™s products, therchy
reducing the amount of waste the Company generates and lowenny the Company’s production costs.

= Animal conservation. The Company is a leading worldwide supplicr of individual identification, real-time data access and advanced analytics for the
ammal conservation community. ‘This enables the Company to produce sctionable inssghts that inform recovery actions on a global scaie, tor species
ranging from wild fish to penguins. The Company also provides wild fish conservation monitoring equipment and real-time video monitoring technology
1o advance fish health and weifare. Together, these technologies help to promote biodiversity and suppert the global need for relinble and safe sources off
protein.

Management dees not believe that expendifures related Lo these initiatives should have a material adverse etfect on the Company s fnancial condition. results
ol operations, liquidity or capital resources for any year.

In December 2021, the Compuny completed its inaugural issuance of a $1.0 billion sustainability bond, which was part of an $8.0 billion underwrilten bond
offering. The Company imtends to use the net procceds from the sustainability boud offering to support projects and partnershaps in the Company's priority
environmental, social and governance (ES(G) areas and contribute to the advancement of the United Nations Sustainable Development CGoals.

Merck belicves that climate change could present rishs to 11s husiness. Some of the potential impacts of climate change to its business include inercased
operaiing costs due to additional regulatory requirements. physical risks to the Company’s facilities, water limitations und disruptions to its supply chain. These potential
nisks are mtegrated into the Company s business planning including investment mn reducing cnergy usage, water use and greenhouse gas cmissions.

Lonvirmmmental Regudation and Remediation

The Company believes that there are no compliance 1ssues associated with applicable environmental laws and regulations that would have a materiul adverse
etfeet on the Company. The Company 15 also remediating environmental contamination resulting froms past imdustrial activity at certain of its sites. Expenditures for
remediation and environmental habilities were $12 million in 2021 and are estimated to be $24 million in the aggregate for the years 2022 through 2026. These amounts
do not consider potential recaverics from other panies. The Company has taken an active role i identifying and accruing for ihese costs and, in management’s opinion,
the liabilities for all environmental matiers that are probable and reasonably estimable have been acirued and totaled $40 million and $43 million at December 31, 2021
and 2020, respectively. Although i1 is not possible to predict with certainty the outcome of these matiers, or the ultimare costs of remediation, management daes not
believe that any reasonably possible expenditures that may be incurred in excess of the liabilities accrued should exceed approximately $40 million in the aggrepate.
Management also does not believe 1hat these expenditures should have a material adverse effect on the Company's financial coadition, results of operations, liguidity or
capital resources for any year,

Teographic Area Information

The Company’s aperations outside the U.S. are conducted primarily through subsidiancs. Sales worldwide by subsidianes cutside the LS. as a percentage of
total Company sales were 54% in 2021 and were 53% in both 2020 and 2019,

The Company’s worldwide business is subject to risks of currency fluctuations, povernmental actions and ether govermmental proceedings abroad. The
Coumpany does not regard these risks as a deterrent to further expansion of its operations abroad. However. the Company closely reviews its methods of operations and
adopts strategies responsive lo changing cconomic and political conditions.
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Merck has operations in countries located m Latin America. the Middle Fast, Alrica. Eustern Furope and Asia Pacific. Business in these developing areas,
while sometimes less stable, offers imporiant opportunities for growth over time.

Available Information

The Company's [nternet wehsite address is merck.com. The Company will make available, tree of charge at the “Investors™ portion of its website, its Annual
Report on Form 10-K, Quarterly Reporls on Ferm 10-Q), Cruvent Reports on Fonm 8-K. and all amendinents to those reponts filed or furnished pursuant to Scction 13(a)
or 15(d} of the Secunties Exchange Act of 1934, as amended, as soun as reasonably practicable atter such reports are clectronically filed with. or furnished 1o, the U.S.
Securities and Fxchange Commission {SEC). The address of that website is sec.gov, [n addition, the Company will provide without charge a copy of its Annual Report
on Form 10-K. mncluding financial statements and schedules. upon the written request of any sharchelder to the Office of the Secrelary. Merck & Co.. Inc..
2000 Galloping Hill Road. K1-4157. Kenilworth, NT 07033 US.A.

The Company’s corporate governance guidelines und the chiattvrs of the Board ol Dwrectors® four standing comanilices are available on the Company’s
clek.cony any-overvicwJeadership and all such information 1s ovailable in print to any sharcholder who requests it from the Conipany.

wehsite at

The Company s 202002021 Environmental, Social & Governance (ESG} Progress Report. which provides enhanced ESG disclosures, is available on the
Company’s website at merck.com‘company-overview responsibilily. . Information in the Company’s ESG Progress Report is not incorporared by reference into this Form
16-K.

Item 1A, Risk Factors.

Summary Risk Facters
The Company is subject (0 @ number of risks that if realized could materialty adversely affect its business. results of operations, cash flow, financial condition
or prospucts. The following is a summary of the principal risk factors facing the Compuany:

«  The Company is dependent on its patent rights. and if its patent tights are invalidated or circumvented, its business counld be materially adversely
affected.

= Asthe Company's products lose market exclusivity, the Company generally experiences a sigmificant and rapid loss of sales from those producets.

« Koy products generate 4 significant amount of the Company s prolits and cash flows, and any events that adversely affeet the markets for its leading
products could have a material ads erse effect on the Company's results of operations and financial condition.

»  The Company’s research and development ellorts may not succeed in developing commercially successtul products and the Company may not be able to
acquire commercially successful products in other ways; in consequence, the Company may not be able to replace sales of successful products that lose
patent proteetion.

*  The Company’s sucvess 1s dependent on the suecessiul development and marketing of new products, which arc subject to substantial risks.
= The Company faces continued pricing pressure with respect to its products,

+  Unfavorable or uncertain cconomie conditions, together wath cost-reduction measures being laken by certain povernments. could negatively affect the
Company's operating resul(s.

= The Company faces intense competition [rom lower cost generic products,
+  The Company faces inlense competition from competitors” products.

«In 2021 and 2020, COVID-19-related disruptions hud an adverse impact on the Company’s business, operations and financial performance. The
Company is unable to predict the fdl extent to which the
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COVID-19 pandemic or any futire pandemic, epidemic or similar public health threat will adversely impact its business, operations. financial
performance, results of operations. and financial condition.

The Company has significant global operations, which expese it to additional risks. and any adverse event could have a material adverse cffect on the
Compeony’s results of operations and [inancial condition.

Climate change or legal. regulatory or market measures to address climate change may negatively affect the Compuny’s business. results of operations,
cash [tows and prospects.

Environmental, social and governance (ESG) matters may umpact the Company”’s business and repuration.

Failure to attract and retain highly qualified personnel could affect the Campany s abtlity to successiully develop and commereialize products.
L he Company may experience dithiculues and delays in manulaciunng certain of 1s products, including vaccines.

The Company may not he able to realize the expected benefits of its invesiments in emerging markeis.

The Company 15 exposed 10 tarket risk from fluctuations in curreney exchange rates and interest rates.

Phanmaceutical products can develop unexpected safety or efficacy concems.

Reliznce on third-party relationships and outsourcing arrangements could materially adversely atfect the Company s business.

Negrative events in the animal health industry conld have a material adverse effect on futare resulrs of operations and financial condition.

Biclogics and vaccines carry unigue risks and uncertainties. which could have a material adverse effeet on the Company’s future results of operations
and financial condition.

The health care industry 12 the U.S. has been. and will continue to be. subject to increasing regulation and political action.

The Company s products, including products in development, cannot be marketed unless the Company obtaims and maintains regulatory approval.
Developments following regulatory approval may adversely affect sales of the Company s products.

The Company is subject to 2 variety of U.S. and internationad laws and regulations.

I'he Company is subject to evolving and complex tax laws, which may result in additional lizbilities that may aftect results of operationy and financial
condition.

Adverse cutcomes in current or future legal matters could negatively affect Merck's business.
Product lability insurance for products may be limited, cost prohubilive or unavailable.

The Company is incressingly dependent on sophisticated software applications and computing infrastructure. In 2017, the Company experienced a
network cyber-attack that led 1o a disruption of its worldwide operations. including manufacturing. rescarch and sales operations. The Company could be
a larget of future cyber-attacks.

Social media and mobile messaging platforms present risks and challenges.

The abave list is not exhaustive. and the Company faces additional challenges and risks. lnvestors should carefuily consider all of the infermation set torth in
this Form 10-K. including the following risk tactors. before deciding to invest in any of the Company s securities.



Laboe o Conten’s

Risk Factors

‘The risks below are not the only ones the Company faces. Additional risks not currently known to the Company or that the Company presently deems
immnaterial may alse impair its business operations. The Company's business, [inancial condition. results ol operations, cash flow or prospects could be materially
adversely affected by any of these risks. This Form 10-K also contains forward-looking statemients that involve risks and uncertamntics. The Company's results could
materiatty differ frown those anticipated in these forward-looking statements as a result of certain factors, including the risks if faces deseribed below and elsewhere. Sce
“Cautionary Factors that May Affect Future Results™ below.

Risks Related to the Company’s Busingss

The Company is dependent on jts patent rights, and if its patent rights are invalidated or circumvented, its business could be materially sdversely
affected.

Patent profection is considered., in the aggregate. to be of matenial importance o the Company’s marheting of human health and antmal health products in the
U.S. and in most major foreign markets. Pajenis covering products that it has imntroduced normally provide market exclusivity. which is important for the successiul
marketing and sale of its products. The Company seeks patents covering cach of its products in each of the markets where it intends 10 sell the products and where
meaningful patent protection is available.

Liven if the Company suceeeds in oblaining palents covering its products, dlurd parties or government authorities may challenge or seek to invalidate or

exclusivity for us products. The Company i3 often invelved in patent disputes relating to challenges o its patents or ctaims by third parties of infringement against the
Company. The Company asserts and defends its patents both within and outside the U.S., including by filing claims of infringement agaist other partics. See Jtem 8.
“Financial Statements and Supplementary Data,” Note 11, “Contingencies and Environmental Liabihties™ below. In particular, manufacturers of genene pharmaceutical
products from time to time file abbreviated NDAs with the FDA secking to market generic torms of the Company’s producis prior 1o the expiration of relevant patents
awned or heensed by the Company. The Company normally responds by asserting #s patent with a lawsuit alleging patent intringement. Patent litigation and other
challenges ta the Company’s patents are costly and unpredictable and may deprive the Company of market exclusivity for a patened product or. m some cases, third-
party patents may prevent the Company from marketing and selling a product in a particular geographic area.

Additienally. certain foreign gevernments have indicaled that compulsory licenses to patents may be granied n the ¢ase of national emergencies or in other
circumstanues, which ¢ould diminish or eliminate sales and profits from those regions and negatively afteet the Company s results of operations. Further, court decisions
relating to other companics” patents. potential legistation in both the 115, and certain foreign markets relating to patents. as well as regulatory initiatives may result in a
more general weakening of intellectual property protection.

If one or more important products fose patent protection in profitable markets. sales of those products are likely 1o decline significantly as a result of generic
versions of those products becoming available, The Company’s results of operations may be adversely affeeted by the lost sales unless and until the Company has
launched commercially successtul products thar replace the lost sales. In addition. if products that were measwred at fair value and capitzlized in connection with
acquisitions experience ditficulties in the murket that negarively atfect product cash flows, the Company may recoygnize material non-cash impairment charges with
respect to the value of those products.

-

A chart listing the patent protection for certain of the Company’s marketed products, and U.S. patent protection for candidates in Phase 3 clinical
development is set forth above in Ttem [ “Business — Patents, Trademarks and Licenses.”

As the Company’s products lose market exclusivity, the Company generally experiences a significant and rapid loss of sales from these products.

The Company Jdepends upon patents to provide it with exclusive marketing rights for its produets for some period of time. Loss of patent protection for one of
the Company's products typically leads to & yignificant and
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rapid loss of sales for fhaf product as fower priced generic versions ol that drg become available. In the case of produets that confribute significantly 0 the Company’s
sales, the loss of market exclusivity can have a materisd adverse effect on the Company's business. cash flow, results of eperations, financial condition and prospects.
Janwvia ond Janume! will lose market exclustvity in the U.S. in Janwary 2023, Jonuvie and Jamanet wilk lose market exclusivity in the EU in September 2022 and in
Clona in July 2022, The Company anucipates sales of Jarwvia and Jumomer in these markets will deeline substantially after the loss of exclusivity.

Key products generate a significant amount of the Company’s profits and cash flows, and any events that adversely affect the markels for its leading
products could have a material adverse effect on the Company’s results of operations and financial condition.

The Company s ability 10 generate profits and operating cash tflow depends largely upon the continued prolitubility of the Company s key products, such as
Kevtruda, GardasilGardasil 9, Lynparea. Bravecto. and Bridion. In particular. in 2021, the Company’s oncology porttolio. led by Kevirudy, represented a substantiol
portion of the Company’s revenue growth, As a result af the Company’s dependence on key products, any event that adversely atfects any of these products or the
markets for any of these products could have a significant adverse impact on results of uperations and financial condition. These cvents could include loss of patent
protection, increased costs assoclated with manufacturing, generic or over-the-counter avatlability of the Company s product or a compettive product, the discovery of
previously unknown side ctfeets. results of post-approval trials, increased competition from the introduction of new, more effective treatments and disvontinuation or
removal from the market of the product for any reason. Such events could have a material adverse etfect on the sales of any such products.

The Company's research and development cfforts may not succeed in developing commercially successful products and the Company may not be
able to acquire vommercially successful products in other ways; in consequence, ihe Company may not be able to replace sales of suecessful products that Jose
patent protection.

in order to remain competitive, the Company . like other major pharmaceutical companies. must centinue to launch new products. Expected declines in sales
of products afler the loss of market exclusivity mean that the Company s future success is dependent on its pipeline of new products. including new products that nt may
develop through eollaborations and joint ventures and products that it is able to obtain through license or acquisition. To accomplish this, the Company commits
substantial effort. funds and other resources o research and development. both through its own dedicated resources and through various collaberations with third parties.
There is a high rate of fatlure inherent in the research and development process for new drugs and vaccines. As a result. there 18 4 high risk that funds invested by the
Company in rescarch programs will not generate financial returns. This risk profile is compounded by the fact that this rescarch has a long investment cycle. To bring a
pharmaceutical compound from the discovery phase to market may take a decade or more and failure can occur at any point in the process. including later in the process
after significart funds have been invested.

For a description of the research and development process. see Ttem L. “Business — Research and Develepment™ above. LEach phase of testing is highly
regulated and during cach phase there is a substantial rish that the Company will encounter serious obstacles ot will not achieve its goals. Therefore. the Company may
abandon a product in which it has invested substantial amounts of time and resources. Same of the risks encoumered i the research and development process include the
following: pre-clinical testing ol a new compound may yield disappomting results; competing products from other manulacturers may reach the market first: clinical
trials of a new drug may not be successtul: a new drug may not be effective or may have harmful side effects: a new drug may not be approved by the regulators for its
intended wse: it may not be possible to obtain a patent for a new drug; payers may refuse to cover or reimburse the new product; or sales of a new product may be
disappointing.

The Company cannot state with certainty when or whether any of 1s products now under development will be approved or launched; whether it will be able
to develop, license or otherwise acquire eompounds, product candidates or products; or whether any preducts, once launched. will he commercially successtul. The
Company must maintain a continuous flow of successlul new products and successful new mdications for existing products suffiesent both to cover its substantial
research and development costs and to replace sales that are lost as profifable products losc imarket eaclusivity or are displaced by competing products or therapies.
Failure 10 de so in the short
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tern or long term would have 1 material adverse ctfect en the Company s business, results of operations, cash flow. financial condition and prospects.

The Company's success is dependent on the successful development and marketing of new products, which are subject to substantial risks.

Products that appear premising in development may fail to reach the market or fail to succeed for numerous reasons. including the following:

< findings of incffectiveness, superior safety or efficacy of competing products. or harmful side effects in elinical or pre-clinical testing;

«  failure to recenve the necessary regulatory approvals, including delays m the approval of new products and new mdications. or the anticipated labeling.

and uncertainhes ahout the time required to obtam regulatory approsals and the benefitrisk standards applied by regulatory agencies in determming
whether 1o grant approvals;

+  fatlure in certain markets to obtain rennbursement commensurate with the level of innovation and clinical benefit presented by the product;

* lack of ceconomnie leasibility due 1o manufacturing costs or other factors: and

+  preclusion from commercialization by the proprictury rights of others.

In the funure, if certain pipeline programs are cancelled or if the Company belicves that their commercial prospects have been reduced. the Company may
recognize material non-vash impairment charges for those programs that were messured at fr value and capitalized m connection with acquisitions or certzin
collaborations.

Failure to successtully develop and market new products in the short term or long term would have a material adverse effcct on the Company s business,
results ol eperations, vash flow. financial condition and prospects.

The Cempany faces continued pricing pressure with respect to its preducts,

The Company faces continued pricing pressure globally and. particularly in mature markets, from managed care organizations. government agencies and
programs that could negatively affect the Company’s sales and profit margins. In the ULS. these include (i) practices of managed care groups and institutional and
governmental purchasers. (ii) U.S. federal laws and regulations related 10 Medicare and Medicaid. including the Medicare Prescription Drug Improvement and
Madernization Act of 2003 and the ACA, and (iii} state activities aimed at increasing price transparency, inciuding new laws as noted above in Item 1. "Competition and
the Health Care Environment.” Changes to the health eare system enacted as part of health care reform in the U.S., as well as increased purchasing power of entities that
negotiate on behalf of Medicare, Medicard, and private sector beneficiaries, could result i further pricing pressures. [n addition. in the LS. Jarger customers have
recetved Nigher rebates on drugs in certain highly competitive categories. The Company must also compete to be placed on formularies of managed care organizations.
Exelusion of a product trom a formulary can lead to reduced usage in the managed care organization.

In order 10 provide information about the Company's pricing practices, the Company annually posts on its website its Pricing Trunspareney Report for the
U.S. The report provides the Company's average annual list price and net price increases across the Company’s U.S. portfolio dating back to 2010. In 2021, the
Company's gross U.S. sales were reduced by 43.5% as a result of rebates, discounts and returns,

Outside the LIS, numerous major markets. including the EU. Japan and China have pervasive government involvement in funding health care and, in that
regard, fix the pricing and reimbursement of pharmaceutical and vaccine products. Consequently, in those markets, the Company is subject to government decision
making and budgetary actions with respect to its products. In Japan. the pharmaceutical industry is subject to government-mandated annual price reductions of
pharmaceutical products and certain vaccines. Furthermore. the govemnment can erder re-pricing for specific products if it determines that use of such product will
exceed certain thresholds defined under applicable re-pricing rules.
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The Company expects pricing pressures to continue in the tuiore.

Unfavorable or uncertain cconomic conditions, together with cost-reduction measures being taken by certain governments, could negatively affeci
the Company's operating results.

The Company’s business may be adversely affected by lecal and giobal ceonomic conditions, including with respect to intlation. interest rates, and costs off
raw materials and packaging. Uncerainty in global economic and geopolitical conditions may result in a slowdown to the global economy that could affect the
Company s husiness by reducing the prives that drug wholesalers and relailers, hospitals, government agencies and managed heulth cure providers may be able or willing
to pay for the Company’s produets or by reducing the demand for the Company s produets, which could m Wwm negatively impact the Company s sales and result in o
material adverse effect on the Company s business, cash {low, results of aperations, financial condition and prospects.

As discussed above in “Competition and the Health Care Environment,” global efforts toward health care cost containment continue t exent pressure on
produet pricing and market aceess wotldwide Changes 1o the U.S. health care syatem as pail ol Twallh care reform. as well as increased purchasing power ol entities that
negoliate an behalt of Medicare, Medicajd, and private sector heneficianies, have conttsbuted to pricing pressure In several international markets, government-mandated
pricing actions have reduced prices of generic and patented drugs. In addstion, the Company’s revenue performance ia 2021 was negatively affected by other cost-
reduction measures taken by govemments and other third parties to lower health care costs. ‘The Company anticipates all of these actions, and additional actwns m the
future, will continue to negatively altect revenue performance.

[f credit and economic conditions worscn. the resulting cconomic and currency impacts in the altecied markets and globaliy could have a niaterial adverse
ctfect on the Company s results.

in addition, the COVID-19 pandemic has caused some disruption and volatility in the Company’s global supply chain network. and the Company may
experience disruptions in avadlability and delays i shipments of raw materials and packaging, as well as related cost inflation. Any such disruptions. defays or costs may
result in the Company's inabtlity to mect demand for the Company’s products.

The Company faces intense competition from lower cost generic products.

[n general, the Company faces increasing competition from lower-cost generic products. The patent nights that protect its products are of varying strenglhs
and durations. In addition. in some countries, patent prolection is significantly weuaker than in the U.S. or in the EU. In the U.S. and the EU, political pressure to reduce
spending on prescription drugs has led 19 legislation and other measures that encourage the use of generic and biosimibar products. Although it is the Company’s policy
to actively protect its patent rights, generic challenges to the Company’s products can arise at any lime, and the Company’s patents may not prevent the emergence of
generic competition for its products.

Loss ot patenm protection for a product typically is followed promptly by generic substitutes. reducing the Company's sales of that product. Availability of
generic substitutes for the Company’s drugs may adversely affeet its results of operations and cash flow. In addition, proposals emerge from time to time 10 the LS. and
other countries for legislation to turther encourage the carly and rapid approval of genene drugs. Any such proposal that is enacted into law could worsen this substantial
negative effect on the Company’'s sales and, potentially. s business, cash flow, results of operations, financial condition and prospects.

The Company faces intense competition from competitors® products.

The Company s products face intense competition from competitors” products. This competition may increase as new products enter the market. In such an
cvent, the competilors” products may be sater or maore effective, mare convenient o use. have better insurance coverage or reimbursement Jevels or be more cffectively
marketed and sold than the Company’s products. Alternatively, in the case of generic competition, including the generic availabibty of competitors” branded products,
they may be equally safe and ¢ffective products that are seld at a substantially lower price than the Company's products. As a result, if the Company fails to maintain its
competitive position, this could have a material adverse effect on its business, cash flow, results of operations, financial condition and prospects. In addition, if products
that were measured at fair value and capitalized in
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connection with acquisitions experience dittieulties in the market that negatively impact product cash tlows. the Company may recogmize material non-cash impairment
charges with respect to the value of those products.

In 2021 and 2020, COVID-19-related disruptions had an adverse impact on the Cempany’s business. aperations and financial performance. The
Company is unable to predict the full extent to which the COVID-19 pandemic or any luture pandemic, epidemic or similar public health threat will adsersely
impact its business, operations, financial performance, results of operations, and financial condition.

The Company’s business and financial results were negatively impacted by COVID-19-related disruptions in 2021 and 2020, The continued duration and
severily of the COVID-1Y pandemic 1s unveriain, rapidly changing and ditficult w predict. The degree to which COVID-19-related disruptions impact the Company’s
results in 2022 will depend on future develepmenrs. beyund the Company's knowledge or control. including, but not limited 1¢. the duration of the pandemic. its severity.
the success of actions taken to contain or prevent the virus or treat its impact. and how quickly and to what extent normal economic and aperating conditions can resume.

[n 2021, the COVIN-19 pandemiy inpacted the Cotnpany s busiuess in numerous ways. As expected, within e Company’s human health business, which is
compriscd largely of physician-administered products, revenue was negatively impacted by social distancing measures and fewer well visits, which negatively alfected
vaccine and oncology sules in panticular, The estimated negative impact of COVID-19-refated disruptions to Merck's revenue for the full vear 2021 was approximately
$1.3 billion. attributable to the Pharmaccutical segment.

Merck believes that global health systems and patients have largely adapted to the impacts of COVID-19, however. roughly 75% of Merch’s Pharmaceutical
sepment revenue is comprised of physician-adininistered products which could be adversely affected by the pandemic if its effects worsen. Despie the Company’s
elforts 1o manage the Bnpacts of the COVID-19 pandemic. their ullimate effect will also depend on tactors bevond the Company's knowledge or control. including the
duration of the COVID-19 pandemic as well as governmental and third-party actions taken to contain or prevent the spread and treatment of the virus and mtigate its
public health and cconomic effects. In addition. any future pandemic. epidemic or similar public health threat coukl present simvilar risks to the Company s business. cash
flow. results of operations, tinancial condition and prospects.

The Company has significant global operations, which expose it to additiona) risks, and any adverse event conld have a material adverse effect on
the Company’s results of operations and finaneial condition.

The extent of the Company s operations outside the U.S. is significant. Risks inherent in conducling a global business include:

< changes in medical reimbursement policies and programs and pricing restrictions in key markets;

= multiple regulatory requiremients that could restrict the Company s ability to manufacture and scll its products in key marhets:

«  trade prolection measures and import or expont licensing requirements. meluding the imposition of trade sanctions or similar restrictions by the U.S. or
other governments;

+  foreign exchange fluctuations;
= diminished proteciion of intellectual property in some countries; and
= possible nationalization and expropriation.

In addition. there may be changes to the Company’s business and political position if there is instahility, disruption or destruction in a significant geographic
region. regardless of cause, including war, terrorism, ot. civil insurrection or social unrest: and natural or man-made disasters, including famine, flood, fire. earthquake,
storm or disease. In particular, in February 2022, armed conflict escafated berween Russia and Ukraine. It is not possible to predict the broader consequences of this
conflict, which could include sanctions, embargoes, regional instability, geopolitica! shifts and adverse effects on macroeconomic conditions, currency exchuange rates
and financial markets.
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Climate change or legal, regulatory or market measures (o address climate change may negatively affect the Company's business, results of
operations, cash flows and prospects.

The Company belies es that climate change has the potential 1o negatively affect its business and results ol operations. cash flows and prospects. The Company
is expused to physical nisks (such as extreme weather conditions or rising sea levels), nisks in transitioning to a low-carbon econumy (such as additional legal or
regulatory requirements, changes in technology, market risk and reputational nisk) and social and human eifeets (such as population dislocations and harm to health and
well-being) associated with chimate change. | hese rishs can be either acute {ghort-term} er chronie (long-term).

‘The adverse mpacts of climate change include increased frequency and severity of natural disasters and extreme weather events such s hurticanes, tomades,
wildfires {exacerbatad by drought), flooding. and extreme heal. Fxireme weather and sea-level rise pose physical risks to the Company’s facilities as well as those of its
supplicrs. Such risks include tosses incurred as a result of physical damage to facilities, loss or spoilage of inventory. and business interruption caused by such natural
disasters and extreme weather events. (Other potential physical impacts due Lo climate change include reduced aveess 1o high-quality water in certain regions #nd the loss
of biodiversity. which could impact future product development. These risks could disrupt the Connpany’s operaiions and its supply chain, which may result in increused
costy.

New legal or regulatory requirements may be enacted to prevent. mitigate. or adapt to the smplications of a chunging climate and its effects on the
environment. These regolations, which may differ across jurisdictions. could result in the Company being subject to new or expanded carbon pricing or taxes. increased
compliance costs. restrictions on greenhouse gas emissions, investment in new technologies, increased carbon disclosure and transparency, upgrade of facilities to meet
new building codes. and the redesign of utility systems. which could increase the Company's operating costs. including the cost of clectricity and energy used by the
Company. The Cempany’s supply chain would ltkely be subject to these same transitional risks and would likely pass along any increased costs to the Company.

Environmental, social and governance (ESG) matters may impact the Company’s business and reputation.

Governmental authoerities. non-governmental organizations, custamers. inveslors. external stakcholders and employess are increasingly sensitive to ESG
concerns. such as diversity and inclusion. climate change, water use, recyclability or recoverability of packaging. and plastic waste. This focus on ESG concerns may
tead 10 new requirements that could resualt in increased costs associated with developing. manutacturing and distributing the Company's producis. The Company s ability
1o compete could 2lsp be affected by changing customer preferences and requirements, such as growing demand tor more enmvironmentally [riendly products, packaging
or supplier practices, or by failure to meet such customer expectations or demand. While the Company strives to improve s ESG pertormance, the Company rrsks
negative stockholder reaction, including from proxy advisory services, as well as damage to 1ts brand and reputation, if the Company does not act responsibly, or it the
Company is peteeived o not be acting responsibly in key ESG arcas, including equitable access to medicines and vacemnes, produet quality and satety, diversity and
inctusion, environmental stewardship, support for local communttics, corporate governance and transparency, and addressing human capital factors n the Company’s
aperations. 1 the Company doces not meet the LSG expectations of #ts investors, customers and other stakeholders. the Company could experience reduced demand for its
products, logs of customers, and other negative impacts on the Company s business and results of operations.

Failure to attract and retain highly qualified personnel could affect the Company's ability to successfully develop and commercialize products.

The Company’s success is largely dependent on its continued ability to attract and retain highly qualified scientific. technical and management personnel, as
well as personnel with expertise in clinical research and development. governmental regulation and commercialization. Competition for qualified personnel in the
pharmaceutical industry. both in the U.S. and internationally, is intense. The Company cannot be sure that it will be able to attract and retain quality personnel or that the
costs of doing so will not materizlly increase.
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The Company may experience dilficultics and delays in manufacturing certain of its products, including vaccines,

Merch has, In the past. experienced difficulties in manufacturing certain of its products. inchuding vaccines. For example. in 2020 the Company issued a
product recall tor Zerpuva following the identification of product sterility issues. The Company may. in the future, experience other difficulties and delays in
manufactuong i1s products, such as (i) failure of the Company or any ol 1ts vendors or suppliers to comply wilh Current Good Monufacturing Practices and other
applicable regulations and quality assurance guidelines that could lead to manufacturing shutdowns, product shortages and delays in product manufacturing: {iit delays
related to the construction of new Lagilities or the expansion of existing facilities. including those intended to support future demand [or the Company’s products; und
{111} other manufacturing or distribution prablemns including supply chain delays, shortages in raw materials. changes in manufacturing production sites and fimits to
manufacturing capacity duc to regulutory requirements. changes in types of products produced, or physical limitations that could impact continuous supply. In adlition,
the Company could experience difficultics or delays in manufactuning its products caused by natural disusters, such as harricanes. Manufacturing difficulties can result in
product shortages, leading to lost 2ales and reputotional hurm to the Company.

The Company may nat be able to realize the expected benefits of jts investments in emerging markets.

The Company has been tuking steps to Increase its sales In emerging markets. However, there is no guarantee that the Company's eftorts to expand sales 1n
tliese markets will succeed. Some countries within emerging markets may be especially vulnerable to periods of global financial instability or may have very limited
resources to spend on health care. In order for the Company to successfully implement its emerging markets strategy. it must atiract and retain qualified personnel. The
Company may also be required to increase its reliance on third-party agents within less developed markets, which may affect its ability to realize continued growth and
may also increase the Company’s risk exposure. In addition, many of these countries have currencies that fluctuate substantially and. it such currencies devalue and the
Company cannot offset the devaluations, the Company's financial perfortnance within such countrics could be adversely affected.

The Company’s business in China has grown rapidly in the past few ycars, and the importance of China to the Company’s overall pharmaceutical and
vaceines business outside the U.S. has increased accordingly. Continued growth of the Company’s business in China is dependent upon ongoing development of a
favorable envwonment for iimovative pharmaceutical products and vaccines. sustained aceess for the Company’s currently marketed products. and the absence of trade
impediments or adverse pricing controls. As noted above in “Competition and the Health Care Environment,” pricing pressure in Ching has imcreased as the Chinese
government has been faking steps to reduce costs, including implewenting health care reform that has led to the acceleration of generic substitution. where available.
While the mechanism for drugs bemy added to the NRDL cvalves, inclision may require a price negotiation which could impact the outleok in the market for sclected
brands. In 2021, drugs were added to the NRDL with an average of morc than 60% price reductions. While pricing pressure has always cxisted in China, health care
reform has increased this pressurc in part due to the acecleration of generic substitution through the government’s VBP prograny, In 2819, the government implemented
the VBP program through a tendering process for mature products which have generic substitutes with a Generie Quality Consistency Evaluation approval. Mature
products that have entered into the last five rounds of VBP had. on average, 2 price reduction of more than 5%, The Company expects VBP to be a semi-annual process
that will have a significant 1mpact on mature preducts moving forward. in addition, the Company anticipates that the reported mquines made by various govermmental
authorities involving multinational pharmaceutical companies m China may continue.

For all these reasons. sales within emerging markets carry significant risky. However. at the same 1ime macro-sconomic growth of selected emerging markets
is expected to outpace Europe and cven the 1.5, kading to significant imcreased health care spending in those countries and access to innovative medicines for paticnts.
A failure to maintain the Company’y presence in emerging markets could therefore have a material adverse effect on the Company’s business. cash flow, results of
operations, financial condition and prospects.
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The Company is exposed to market rish from Muctuations in currency exchange rates and interest rates.

The Company operates in mulliple jurisdictions and virtually all sales are denominated in currencies of the local jurisdiction. Additionally. the Company has
entered and will enter into business development transactions, borrowings or other financial transactions thar may give rise to currency and interest rate exposure.

Sinvce the Company canhot, with certainty. foresee and mitigate against such adverse fluctuations. fluctuations in currency exchange rates. interest rates and
intlation could negatively atfect the Compuny’s business. vash flow. results of operations, financial condition and prospects.

In order te mitigate against the adverse impact of these market (luctuations. the Company will from time © time enter o hedging agreements. While
hedging agreements, such as currency options and forwards and interest ratc swaps, may limit some of the exposure to exchange rate and interest rate fluctuations, such
altempts 1o mitigate these risks may be costly and not always successtul.

Certain of the Compony s intereat rate darivatives el nvestuiems are based on the London Interbank Otlered Rate (LIBUR), and a portion of Merck’s
indebtedness beurs interest at variable interest rates. primarily based on LIBOR. LIBOR is the subject of recent national. international and other regulatory guidance and
proposals fur reform. which will cause LIBOR to cease to exist entirely in the tuture. While the Company has begun to implement alternative relerence rates as
alternatives to LIBOR, the Company cannot predict the consequences and timing of any additienal or unexpected develepments, which conld include an incresse in
nterest expense and will also require the amendment of contracts that reterence LIBOR.

Pharmaceutical prodncts can develop unexpected safety or efficacy concerns.

Unexpected safely or efficacy concerns can arise with respect to marketed products. whether or not scientifically justified. leading to praduct recalls,
withdrawals. or declining safes. as well as product liabilify, consumer fraud and/or other claims. including potential civil or eriminal gavernmental actions.

Reliance on third-party relationships and outseurcing arrangements could materially adversely affect the Company's business.

The Company depends on third partics, including suppliers. alliances with other pharmaceutical and biotechnology compuanies, and third-party service
providers, for key aspects of its business including development, manufacture and commercialization of its products and support lor its information technalogy (IT)
systemns. Failure of these third parties 1o meet their contractual, regulatory and other obligations to the Company or the development of tactors that materially disrupt the
relationships between the Company and these third parties could have a material adverse elfect on the Company's business.

Negative events in the anjimal health industry could have a material adverse effect on future results of operations and financial condition.

Future sales of key animal health products could be adversely affected by a number of nsk factors including certain risks that are specific to the animal health
business. For example, the outhreuk of discase carried by animals, such as African Swine Fever, could lead to their widespread death and precautionary destruction as
well as the reduced consumption and demand for animals, which could adversely affect the Company s results of operations. Also. the outbreak of any highly contagious
diseases near the Company’s main productien sites could Tequire the Company to immediately balt the manufacture of its animal health products at such sites ar force
the Conpany to incur substantial expenses 1n procuring raw materials or products elsewhere. Other risks specific 1o animal health include epidemics and pandemics.
governmcnt procurement and pricittg practices, weather and global agribusiness cconamic cvents. In addition. sales of Bravecto represent a signilican! portion of the
Company’s Animal Health segment sales. Any negative event with respect 1o Bravecio conld have a material adverse effect on the Company's Animal Health sales. As
the Animal Health segment of the Company s business becomes motce significant, the impact of any such events on future results of operations would also become more
significant,
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Biologics and vaccines carry unique risks and uncertainties, which could have a material adverse ¢ffect on the Company’s future results of
operations and financial condition.

The successful development, testing, manutacturmyg and commercialization of bislogics and vaccines, particularly human and animal health vaccines, is a
long. complex, expensive und unceriain process. There are unique risks and uncenamties related to biologics amd vaccines, including:

*  There may be bimiled access lo. and supply off normal and discased tissue samples. ceil fines, pathogens, bacteria. viral strains and other bivlogical
materials. In addition, government regulations in multiple jurisdictions, such as the 1.8, and the EU. could result in reswicted aceess to. or transport or
use of. such maternals. If the Company Joses acvess to sufficient sources of such materials. or if tighter restrictions are imposed on the use of such
matertals. the Company may not be able to conduct research activitics as planned and may meur additional development costs.

+  The development. inapufacturing and marketing of biologics and vaccines are subject to regulation by the FDA, the EMA and other regulatary hadies,
These regulations are often more complex and extengive than the regulations applicable to other phamiaceutical products. Fer cxemple, m the U.S.. a
BLA. including both pre-clinical and clinical trial data and exlensive data regarding the manufacturing procedures, is required for human vaccine
candidates, and FDA approval is generally required for the release of vach manufactured commercial human vaceine lot.

»  Manulaciuring biologics and vaccines. especially in large quantities, is oflen complex and may require the use of innovative technologies to handle
living micro-organisms. Each lot of an approved bivlogic and vaccine must undergo thorough testing for identity. strength, quality, purity and potency.
Manufacturing biclogics reguives facilities specifically designed for and validated for this purpoese, and sophisticated quality assurance and quality
controf procedures are necessary. Sliht deviations anywhere in the manufacturing progess, inchuding filling. fabeling, packaging, storage and shipping
and quality control and testing, may result in Jot failures, product recalls or spoilage. When changes are made to the manufacturing process, the Company
may be required to provide pre-chinical and clinical data showing the comparable identity, sirength. quality, purity or petency of the products before and
atter such changes.

«  Biologics and vacemes are frequently costly to manufacture because production ingredients are derived from living animal or plant material, and most
biologies and vaccines cannet be made synthetically. In particular, keeping up with the demand for vaceines may be difficult due to the complexity of
producing vaccines.

+  The use of biologically derived ingredients can lead to variability m the manufacturing process and could lead to allegations ot harm. mcluding
infections or allergic reactions, which allegations would be reviewed through a standard investigation process that could lead 1o closure of product
facilities due te possible contamination. Any of these events could result in substantial costs.

Risks Relating to Government Regulation and Legal Proccedings

The health care industry in the U.S. has been, and will continue te be, subject to increasing regulation and political action.

As discussed above in “Competition and the 1kealth Care Environment,” the Company belicves that the health care industry will continuc fo be subject to
increasing regulation as well as political and legal action, as future proposals to reform the health care system are considered by the Executive branch. Cengress and state
legislatures.

[n 2416. the Centers for Medicare & Medicar] Services {CMS) issued the Medicaid rebate final rule that implemented provisions of the ACA effective April
1. 2016. The rule provides comprehensive gwdance on the caleulation of Average Manufacturer Price and Best Price; two metrics utilized 1o determine the rebates drug
manufaciurers are required to pay to state Medicaid programs. On December 21, 2020, the CMS issued a final rule making significunt changes 1o these requirements.
Effective January 1, 2023, this finul rule also changes the way that manufacturers must calculate Best Price, in relation o certain patient support programs. including
coupons. PARMA. a pharmaceutical industry tradc group, of which the Company is a member., filed a complaint challenging this rule as invalid asscrting that it conflicts
with the pluin language of the Medicaid druyg rebate statute. Should this legal
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challenge fail. the impact of this and other provisions in this final rule could adversely impact the Company’s business, cash flow. results of eperations. financial
condrion and prospects.

In 2021, Congress passed the Anerican Rescue Plan Act of 2021, which included a provision that eliminates the statutory cap on rebates drug manufacturers
pay to Medicaid beginning in January 2024. These rebates act as a discount off the list price and eliminating the cap means that manufacturer discounts paid to Medicaid
can increase. Prior 1o this change, manufacturers have net been required to pey more than 100% of e Average Manufacrurer Price (AMP) i rebates to state Medicaid
programs [or Medicaid-covered drugs. As a result of 1his provision. beginning in 2024, it is possible that manutacturers may have to pay stare Medicaid programs more
in rcbates than they reecived on sales of particular products, This change could present a risk to Merck in the future for drugs that have high Medicaid utilization and
rebate exposure that is mere than 100% of the AMP.

In the U.S.. the Biden Administration and Congress continue to discuss legislation designed 1o control health care costs. including the cost of drugs. The
Company cannot predict what additienal future changes in the health care industry in gencral, or the pharmaceutical industry in particnlar, will ocvur: however. any
changes could have 1 material adverse effect on the Company s business, cash flow, results of operations. financial condition and prospects.

The Company’s products, including prednets in development, cannet be marketed unless the Company obtains and maintains regulatory approval.

The Company’s activities, including research., pre-clinical testing, clinical trials and the manufacturing and marketing of its products, are subject to extensive
regulation by numerous federal, state and local governmental authoritics in the U.S., inchuding the FDA. und by foreign regulatory authoritics. meluding in the ELUL Japan
and China. In the U'.S., the FDA administers requirements coveting the testing, approval, safety, ctfectiveness, manufacturing. labeling and marketing of prescription
plarnaceuticals. In some cases, the FDA requiremients have inereased the smount of time and resources neeessary to develop new products and bring them to market in
the LS. Regulation outside the LS. also is primarily focused on drug safety and effectiveness and, in many cases. reduction in the cost of drugs. The FIXA and foreign
regulatory authorities. including i the FUL Japan and China. have substantial discretion to require additional testing, 1o delay or withhold regisiration and marketing
approval and to otherwise preclude distribution and sale of a product.

Even if the Company is successful in developing new products. it will not be able 1o market any of those preducts unless and until it has obtained all required
regulatory approsals in each junsdiction where it proposes to market the new products. Onee obtained. the Company must maintain approval as long as it plans to market
its new products i each jurisdiction where approval is required. The Company’s failure to obtai approval, sigmficant delays in the approval process, or its failure to
maintain approval in any jurisdiction will prevent it from selling the products in that jurisdiction. The Company would not be able to realize revenues for those new
praducts in any jurisdiction where it does not have approval.

Developments following regulatory approval may adversely affect sales of the Company’s products.

Even after @ preduct reaches the market, certain developments following regulatory approval may decrease demand for the Company’s products. meluding
the lellowing:

+  results in post-approval Phase 4 trials or other studies:

+  the re-review of produets that are already marketed:

= the recull or loss of marketing approval of products that are already marketed;

»  changing government standards or public expectations regarding satety, efficacy, quatily or labehng changes:

» serutiny of advertising and promotion; and

+  the withdrawal vt indications granted pursuant to acceleraled approvals.

In the past, clinical trials and post-marketing surveilkance of certain marketed drugs of the Company and of competitors within the industry have ratsed
concerns that have led to recalls. withdrawals or adverse labeling of
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marketed products. Clinical irials and post-marketing surveillance of certain marketed drugs alse have raised concerns amony some prescribers and patients relating to
the safety or efficacy of pharmaceutical products in gencral that have pegatively affected the sales of such products. [n addition, 1acreased scrutiny of the outcomes of
elimcal trials has led 1o increased volatiity i market reaction. Further, these matters oflen attract Jitigation aml, even where the basis for the libgation is groundless,
considerable resources may be needed o respond.

In addition, [ollowing in the wake of product withdrawals and other significant salety issues, heatth authorities such as the FDA, the EMA, Japan’s PMDA
and China’s NMPA have increased their focus on safety when assessing the benefit/risk balance of drugs. Some health authoritics appear 1o have become more cautious
when niaking decisions about appravability of new products or indications.

If previousty unknown side effects are discovered or if there is an increase in negative publicity regarding known side etfects of any of the Company's
products. it could significantly reduce demand for the product or require the Company o take actions that could negatively affect sales, including removing the product
fram the market, restricting its distribution or applying fer lubeling changes. Further. in the current environment in which all pharmaceutical companies operate. the
Conpany 1s ut risk for product liability and consumer protection claims and civil and cnminal governmental actions related to its products. research andror marketing
activities. In addition, dissemination of promotional materials through cvolying digital channels serves to inercase visibility and scrutiny in the marketplace.

The Company is subject to a variety of U.5. and international laws and regulations.

The Company is currently subject to a number of government luws and regulations and. in the future, could become subject to new government laws and
regulations. The costs of complianee with such laws and regulations. or the negative results of nen-compliance. could adversely afteet the business, cash flow, results of
operations. financial condition and prospects of the Company: these laws and regulations include (i} additional health care reform iniatives in the U8, or in other
countries. including additional mandatory discounts or fees: (ii) the U.S. Forelgn Corrupt Practices Act or other anti-bribery and corruption laws: {iii)} new daws.
regulations and judicial or other governmental decisions affecting pricing. drug reimbursement, and access or marketing within or across jurisdietions: (iv) chanpes in
inicllectual property laws: (v) changes in accounting standards; (vi) new and increasing data privacy regulations and enforcement. partivularly in the EU, the U.S.. and
China; (vii) legislative mandates or preterences for local manutacturing of phanmaceutical or vaccine products; (viii) emerging and new global regulatory requirements
tor reporting puyments and other value transfers 1o health cure professionals: (1x} environmental regulations: and (x) the potential impact of importation restrictions,
embargoes, trade sunctions and kegislative and’or other regulatory changes.

The Company is subject to evolving and complex tax laws, which may result in additional liabilities that may affect results of vperations and
financial condition.

‘The Company is subject 1o evolving and complex tax laws in the jurisdictions in which it operates. Significant judgment is required for determining the
Company’s tax labilities, and the Company’s tux returns are routinely examined by various tax authorities. In connection with the 2015 Organization for Economic
Cooperalion and Development {OECL) Base Erosion and Profit Shifting project, companies are required to disclose more information to tax authorifies on operations
around the world. which may lead o greater audit scrutiny of profits earned in other countries. The Company believes that its acerual for tax contingencies is adequate
for all open years based on past experience. interprefations of fax law, and judgments about potential actions by tax authorities; however, due to the complexity of tax
contingencies, the ultimate resolution of any tax matters may result in payments greater or less than amounts accrued. In addition, the Company may be nepatively
affecred by changes n tax laws, or hew tax laws, affecting, for example, tax rates, andfor revised tax law interpretations m domestic or foreign jurisdictions, including.
among others, any potential chunges to the existing U.S. tax law by the current U_S. Presidentiat administration and Congress. as well as any changes in tax law resulting
trom the implementation of the OECT)'s two-pillar solution to reform the intemnational tax landscape.

The Company has taken e position, based on the opiniens of tax counsel. that 1ts dismbution of Organan common stock m connection with the 2021 Spin-
Off of Organon qualifies as a transaction that is tax-free for U.S. federal income tax purpeses. Lf any facls, assumptions, representations, and undertakings from the
Company and Organon regarding the past and future conduct of their respective businesses and other matters are
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incorrect or not otherwise satisfied. the Spin-Qff may not qualify for wx-free treatment, which vould resalt in significant 118, federal invome tax liabilities for the
Company and tlx sharehoelders.

Adverse outcomes in current or future legal matters could negatively affect Merck’s business.

Current or [uture litigation. claims, proceedings and government investigations could preclude or delay the commercialization of Merek’s products or could
adversely affeet Merek’s business, results of operations, cash flow, prospects and financial condition. Such legal matters may include. but ure not limited to: (1)
inteliectual property disputes: (i) adverse decisions in litigation, including product safety and liability. consumer protection and commercial cases; (i} anti-hribery
regulations. such as the U.S. Foreign Corrupt Practices Act, including compliance with ongoing reporting obligations to the government resulting from any settlements:
(iv) reculls or withdrawals of pharmaceutical products or forced closings of manufacturing plants: (v} product pricing and promotionat mateers: {vi) lawsuits. claims and
adminisirative proceedings asscrling. or investigations into. violations ol secunties, antitrus, Federal and state pricing. consumer protection, data privacy and other laws
and regulations; (vil) environmental. health, safety and sustainability matters, including regulutory actions in response w climate change; and (viii) tar liabilities
resulting from assessments from tax authorities. See ltem 8. “Financial Statements and Supplementary Data.” Note 11, “Contingeneics and Environmenta] Liabilities™
for more information on the Company's legal matters.

m 2021, Merek informed the LS. Depaniment of Health and Human Services, Health Resources and Services Admunistration (11E5) that Merck was
implementing an update to its Section 340b program integrity inihative, pursuant to which Merck required all hospital covered entities to provide 340h claims data for adl
claims origenating from contract pharmacies. For those entinies that declined to submit such claims data, Merck’s new initiative provided that it would no longer
voluntarily honor 340h discounts or chargebacks for contract phannacy transactions. except tor a single contract pharmacy of the bospital covered entity’s choce.

Also in 2021, HHS sent letters to numierous drug manufacturers stating that it had determined that those manulacturers” actions restricting contract pharmacy
transactions were in violation of the 340b stanue and turther stating thart if those manufacturers did not cease their restrictions. HHS might scek both repavment of
avercharges as well as civil monetary penalties. Those manufacturers are now in litigation with the TS, government seeking to confirm the fegality ol the restrictions.

Merch did not receive a similar letter from HHS. However, 1THS could seek 1o implement administrative proceedings to recosver overcharges and’or impose
civil monetary penalties against Merck. I such procecdings were implemented against Merch a negative outcome could have @ material adverse cffect on Merck's
business, results of operations, cash flow. prospects and financial condition.

Product liability insurance for products may be limited, cost prohibitive or unavailable.

As a result of a number of facters, product liability insurance has bocome less available while the cost of such insurance has increased significantly. The
Company is subject to a substantial number ot product liability ciaims. See ftem 8. “Financial Statements and Supplementary Data.™ Note 11, “Contingencies and
Environmental Liabtlities”™ below for more information on the Company’s current product liability litipation. With respect to preduct liability. the Company self-insures
substantially all of its risk, as the availability of commercial insurance has become more restrictive. The Company has cvaluated its risks and has determined that the cost
of obtaining product liability insurance outweighs the likely benefits of the coverage that is available and. as such. has no insurance for most product liabilities. The
Company will continually assess the most etticient means to address its risk: however. there can be no guarantee that insurance coverage will be obtained or. if obtamed.
will be sufficient to fully cover product liabilittes that may arisc.

Risks Rejated to Technology

The Company is increasingly dependent an sophisticated software applicalions and computing infrastruciture, In 2017, the Company experienced a
network cvber-attach that led to a disruption of its worldwide operations, inctuding manufacturing, research and sales aperations. The Company could be a
target of future cyber-attacks.

The Company is mereasingly dependent on sophisticated software applications, complex information technology systems. computing infrastracture. and
cloud service providers (collectively. IT systems) 1o conduct
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critical operations. Certain of these systems are managed. hosted. provided or used by third parties to assist m conducting the Company’s business. Disruption.
degradation. or manipufation of these IT systems through infentional or accidental means by the Compuny’s employees, third parties with authoriced access or
unauthorized third parties could adversely aifect key business processes. Cyber-attacks aganst the Company’s [T systems ot third-party proveders’ [ systems, such as
cloud-based systems. could resull 1n exposure of confidential information, the madification of eritical data, and/er the Tailure of eritival operations. Misuse of any of
these 1T svstems could result n the disclosure of sensitive personal miformation or the thett of trade secrets, ntellectual property, or other confidential business
mtermation. The Company continues to leverage new and innevative technologics across the enterprise to improve the etficacy and ctficiency of is business processes,
including data acquisition; the use ol which can create new risks.

In 2117, the Company expericnced a network cyber-attack that led to a distuption of its worldwide operations, including manufacturing, research and sales
sperations. and resulting losses.

The Company has implemented a variety of measures to further enhance and modemize its systems 1o guard against similar attacks in the future, and also is
pursumg an enterprise-wide <ffor to enhance the Company's resiliency against future cyber-attacks, including incidents similar to the 2017 attack. The objective of these
cfforts is not only to protect against future cyber-attacks, but also to improve the speed of the Company’s recosvery from such attacks and enable continued business
operations to the greatest extent possible dwring any recovery period.

Aldthough the aggregate nmpact of cyber-attacks and network distuptions, including the 2017 eyber-attack, on the Company’s operations and financial
condition has not been material to date, the Company continues to be a target of events of this nature and expects them to continue. The Company memtors i1s data,
information teehnology and personnel usage of Company 1T systems to reduce these risks and continues to do 5o on an engoing basis for any current or potential threats.
There can be no ussurance that the Company’s offorts to protect its data and 11 systems or the efforts of third-party providers to protect thuir 11 systems will be
successful in preventing disruptions 1o the Company”s operations, including its manufacturing, research and sales operations. Such distuptions have in the past and could
in the future result in loss of revenue, or the lass of critival ur sensitive informahion from the Company s or the Company s third-party providers™ databases or Ll systems
and have in the past and could In the future also result in financial, legal, business or reputational hanm to the Company and substantial remediation costs.

Social media and mobile messaging platforms present risks and challenges.

The nappropriate and/or unauthorized usge of certain social media and mobile messaging channels could cause brund damage or information leahage or could
lead to legal implications. including from the improper eollection and/or dissemination of personally identifiable information. In addition. negative or inaccurate posts or
comments about the Company or its produets on any social networking platforms could damage the Company’s reputation, brand image and goodwill. Further, the
disclosure of non-public Company-sensitive information by the Company’s workforce or others through external media channels could lead to information loss.
Although there are internal Company Social Media and Mobile Messaging Policies thal guide employees on appropriate personal and protessional use of these platforns
for communication about the Company, the processes in place may not completely secure and protect information. Identifying new points ol entry as new
communication toels cxpand also presents new challenges.

Cautienary Factors that May Affect Futare Results
{Cautionary Statements Under the Private Securities Litigation Reform Act of 15995)

This report and other wrilten reports and oral statements made frum time to time by the Company may contain so-called “forward-teoking statements.” all of
which are based on management’s current expectations and are subject to risks and uncertaintics which may cause results to differ materially from these set forth in the
statements. One can identily these forward-looking statements by their use of words such as “unticipates,” “expects,” “plans.” “will.” “estimates.” “forecasts,” "projects”
and other words of similar meaning. or negative variations of any of the {uregoing. One can also identify them by the fact that they do not relate strictly 1o historical or
current facts. These statements are likely 1o address the Company’s growth strategy, financial results, product upprovals, product potential, development programs.
environmental or other sustainability initiatives. and include
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statements related to the expected impact of the COVID-19 pandemic. One must carefully consider any such stafement and should understand that many factors could
canse actmal results to ditter materially from the Company s forward-looking statements. These factors include insccurate assumptions and a broad variety ot other risks
and uncertainties, ncluding some that are known and some that are not. No torward-looking statement can be guaranteed and actual future results may vary materially.
I'he Company dos net assume the ohligation to update any forward-looking statement. The Company cautions you not 1o place unduc reliance on these forward-looking
statermnents. Although it is not possible to predict or identify all such factors. they may include the lollowing:

. Competition from genetic and:ot biosimilar products as the Company s praducts losc patent protection.
. [nereased “brand ™ competition in therapeutic areas important fo the Company’s long-term business perfomance.
. The difficuities and uncertainties inherent i new product development. The outcome of the Jengthy and complex process of new product developinent

is inherently uncertamn. A drug candidate can fail at any stage ol the pracess and one or mure late-stage product candidates could tail to receive regulatory approval, New
product eandidates may appear promtismy i developnent bul [ad o reach the market because of efficacy or satety concerns, the mabilify to obtamn necessary regulatory
approvals, the difficulty or excessive cost to manufacture andior the inftmgement of patents or intellectual property rights of others. Furthermore, the sales of new
products may prove to be disappointing and fail 1o reach anticipated levels.

. Pricing pressures, both in the U.S. and abroad, including rules and practices of managed care groups, judicial decisions and governmientul luws and
regulations related to Medicare, Medicaid and health care refonn, pharmaccutical reimbursement and pricing i general.

. The mpact ol the global COVID-19 pundemic and any future pandernie, eptdemic. or similar public health threat, on the Company’s business,
operations and financial performance.

. Changes in government laws and regulations, including laws governing intellectual property, and the eaforcement thereof affecting the Company’s
business.

- Efficacy or salety concerns with respect to marketed products, whether or not scientifically justified, leading to product recalls, withdrawals or

declining sales.

. Significant changes in cuslomer relationships or changes in the behavior and spending patterns of purchasers of health care products and services.
including delaying medical procedures. ratiening preseription medications, reducing the frequency of physician visits and foregoing health care insurance coverage.

. Legal factors, including product liability claims, antitrust litigation and governmental investigations. including tax disputes, cmnirenmental concems
and patent disputes with branded and generie competitors, any of which could preclude conunercialization of products or negatively affect the profilability of cxisting
products.

. Cyber-altacks on the Company s or third-party providers® information technulogy systems, which could disrupt the Company s operations.
. T.ost market opportunity resulting from delays and uncertainties in the approval process of the FDA and foreign regulatory authorities.
. Increased focus on privacy issues in countries around the world, including the U.8.. the FU, and China. The legislative and regulatory landscape for

privacy and data protection continues 1o evolve, and there has been an increasing amount of focus on privacy and data protection issues with the potential to affect

directly the Company’s business. including recently enacted laws in a majority of states m the U.S. requiring security breach notification.

. Changes in tax laws including changes related to the taxation of foreign eamings.
. Changes in accounting pronouncements promulgated by standard-setting or regulatory bodies. including the Financial Accounting Standards Beard

and the $EC, that are adverse to the Company.
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. Eeonomue factors over which the Company has no control, inctuding changes mn intlation, inlerest rates and foreign currency exchange rates.

This list should not be considered an exhaustive statement of all potential risks and uncertainties. See “Risk Factors™ above.

Item 1B, Unresolved Statf Comments.

None.

Item 2. Propertics,

‘The Company’s corperate headquarters is currently located in Kenilworth, New Jerscy. The Company has previously announced that it intends 1o consolidate
its New Jersey campuses into a single corporate headquarters location in Rahway, New Jersey by the end of 2023, The Company alse maintains operational or divisional
headqguarters in Kenilworth, New Jersey; Madison, New Jersey and Upper Gwynedd, Pennsylvania. Principal U8, rescarch facilities are Jocated in Rahway and
Kenilworth, New Jersey: West Point, Pennsylvania; Boston and Cambnidge, Massachusetts: South San Francisco, California; and Tlkhom, Nebrasha (Animal Health).
Principal research lucilities outside the TS, are located in the United Kingdom, Switzerland and China. Merck™s manufacturing operations are currently headquartered in
Whitehouse Station. New Jersev. The Company also has production facilities for human bealth products at seven locations in the 1.8, and Puerto Rico, Outside the LS.,
through subsidiuries, the Company owns o Las an interest in manufucturing plants ot uther propertics in Japan, Singapore, South Aftica, and other countries in Western
Europe, Central and South America. and Asia. A nummber of propertics were transferred to Organon in the Spin-Oft.

Capital expenditures were $4.4 billion in 2021. $4.4 billion in 2020 and $3.4 billion in 2019. In the U.S.. these amounted to $2.% billion 2021, $2.6 billon
in 2020 and $1.9 billion in 2019. Abroad. such expenditures amounted to $1.6 billion in 2021, §1.8 billion in 2020, and S1.5 billion in 2019,

The Company and its subsidiarics own their principal faciliies and manufacturing plants under titles that they consider to be satisfactory. The Company
believes that its properties are in good operating condition and that its machinery and equipment have heen well mainlained. The Company believes that its plants for the
manufacture of products are suitable for their intended purposes and have capacities and projected capacities, including previously disclosed capital expansion projects,
that will be adequate for current and projected needs or existing Company products. Seme capacity of the plants 1s heing converted, with any needed maodification, o
the requirements of newly introduced and future products.

Item 3.  Legal Proceedings.

The intormation called for by this Item is incorporated herein by reference to Tem 8. “Financial Statements and Supplemeniary Data.” Note L
“Contingencies and Environmental Liabilitics™.

Item 4.  Mine Safely Disclosures.

Not Applicable.
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Executive Officers of the Registrant (ages as of February 1, 2022)

All officers listed below serve at the pleasure of the Board of Directors. None of these officers was clected pursuant to any arrangement or understanding

between the officer and any other person(s).

Name Age Offices and Business Experience

Rabert M. Davis 55 Chief Bxecutive Officer and President (since July 2021); Executive Vice President, Global Services.
and Chief Financial Officer (since April 2016}

Sanat Chatopadhyay 62 Fxeeutive Vice President and President, Merck Manutactunng Division {since March 2016)

Richard R. DelLuca, Jr. 5% Exccutive Viee President and President, Merck Animal Health {since September 2011

Cristal Downing 53 Executive Vice President and Chiel Communications & Publie Affairs Officer (since August 2021):
Vice President Medical Deviees, Global Communications and Pubhic Affairs Johnson & Johnson
{ December 2020-August 20213 Vice President Financial Communication. Johnson & Johnson
{January 2018-December 2020); Prior to that, Senior Direvtor Communications ar Johnson & Johnson

Kenneth C. Frazier b7 Exccutive Chairman (since July 2021); Prior to that. Chairman. President and Chiet’ Exceutive Officer

Jutic L. Gerberding 65 Fxecutive Vice President aund Chict Patient Officer, Population Health and Sustainubility (since July
206}

Rita A. Karachun 5% Senior Vice President Finance - Global Controller (since March 2014)

Michael A. Klobuchar 46 Executyve Vice President, Chicf Strategy Officer {since July 2021); Semor Viee President, CFO of
Merck R&D and Iead of Global Porttolio and Alliance Management (Junuury 201%-June 2021):
Scnior Vice President of Corporate Strategy and Planning and President of Emerging Businesses
(December 2017-Tanuary 2019); Prior to that, Vice President, Global Business and Fipancial Planning

Lisa LeCointe-Cephas 40 Scnior Viee President, Chief Ethics and Compliance Ofticer (since April 2021); Execulive Director.
Head of Global Investigations (February 2018 - Apnil 2021); Prior to that, Senior Counsel, Litigation
und Government Investigations, Bristol-Myers Squibb Company

Dean L1 59 President. Merch Research Laboratoies (since fanuary 2021); Senior Vice President. Discovery
Sciences and Translational Medicine, Merck Research Laboratories (November 2017-January 2021 )
Wice President, Transtational Medicine (March 2017-Nevember 2017} Prior to that, Chiel Scientific
Officer and Associate Vice President, University of Utah Health Sciences

Caroline Litchfield 53 Executive Vice President and Chief Financial Otficer (since April 2021); Sentor Vice President,
Corporate Treasurer (January 201 8-March 2021): Prior to that. Senlor Vice President. Glebal Human
Health

Steven C. Mizell 61 Executive Vice President, Chict Human Resources Otticer (since December 2016)

David M. Williams 53 Executive Vice President, Chief Ialormation and Digital Officer {Since August 2020): Acting Chief
Information and Digital Officer {December 2019-August 2020); Vice President and Chief
Infonnation Officer, Merck Animal Health (May 2017-December 2019); Prior to that, Associate Vice
President and Chief Information Officer, Merck Animal Health

Jennifer Zachary 44 Execulive Vice President, General Counsel and Corporate Secretary (since January 2020); Executive

Vice President and General Counsel { April 201 8-January 2020); Prior to that, Partner, Covington &

Burling LLP
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On February 16. 2022, the Company announced that Ms. Arpa Garay will lead Human Health Global Marketing and Mr. Jannie Qosthuizen will lead U.S.
[urmun Health, Both Ms. Garay and Mr. Ouosthuizen will become Executive Ofticers of the Company, offective February 28, 2022,

Offices and Business Experience
Arpa Garay 43 I'resident, Global Oncology and Digital (since Tanuary 2022); President, Glohal Pharmaceuticals,
Commercial Analytics, Digital Marketing (March 261%-January 2022); Senior Vice President, U7.S.
Vacvines Business Unit (lune 2017-March 2019): Prior to that. Managing Director MSD. Norway

Name Age

54 Senior Vice President and President Merck U8, Human Health (since January 2022}, Senior Vice
President and lead of Global Oncology Commercial (Janvary 2021-December 2021): Senior Viee
President and President of MSD K.K. (3uly 2016-December 2020)

Jannie Oosthuizen

-
wn
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PART I
ftem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuwer Purchases of Equity Securities.
The principal market for trading of the Company s Common Stock is the New York Stock Exchange {(NYSE) under the symbol MRK.
As of January 31, 2022, there were approximately 99,932 sharcholders of record of the Company’s Commen Stock.

Issuer purchases of equity securitwes for the three menths ended Drecember 31, 2021 were as follows:
Tssuer Purchases of Equity Securities

1% in millions)

Total Number of
Shares Purchased as

Total Number Average Price Purt of Publicly Appreximate Dollar Value of Shares
of Shares Pard Por Announced Plans oy That May Yet Be Purchased
Penod Puichased Share Programs Unaler the Plaps ar Pragrams:!/
Oxteber 1 — October 31 246,194 $74.92 246,194 £5.047
November 1 — November 30 — — — 5,047
December 1 — December 31 _— s — $5.047
Total 246,194 87492 246,194

AN sharcs purchased during the period were smude ws part of @ plan approved by the Board of Direciors i Geiober 2008 to purchase up 1o 310 budliont ie Merek shaves for its treasury
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Performance Graph

The following graph assumes a $100 invesment on December 31, 2016, and reinvestment of all dividends. in cach of the Company’s Commeon Stock, the
S&017 500 Index, and a composite peer group of major U.S. and European-based pharmaccutical companies, which are: AbbVie Ine., Amgen Inc., AstraZeneca ple,
Bristol-Myers Squibb Company. Johnson & Johnson, Eli Lilly and Company, GlaxoSmithKline ple, Novartis AG, Phizer [ne., Roche Holding AG, and Sanoti SA.

Comparison of Five-Year Cumulative Total Return
Merck & Co.. Ine.. Composite Peer Group and S&1" 54 Index

End of 2021/2016
Period Value CAGR*
IMER (EKS $159 10%
PEER GROUP** 201 15%
S S b U R 233 18%
—p— MLCRCK —ar— PCER GRIOU'T 5 S&T 50D
350
A
LI T Tk

DO LARS
=
=

{{H}
S
VIL] 2447 ZIHR UL 2020 a6
2016 2017 2018 2019 2020 2021
MERCK 100.0 98.5 1379 168.6 156.5 159.3
PEER GROUP 100.0 120.0 1284 152.6 163.6 200.6
S&P 500 100.0 121.8 116.5 153.1 181.3 233.3

Y Compound Annwal Growth Rate
2 Peer gmroup averdge was caladared on o market cap woigited busis as of December 31, 200006,

This Performance Gruph will not be deemed to be incorporated by relerence into any filing under the Securities Act of 1933 or the Sccuritics Exchange Act
of 1934, except to the extent that the Compuny specifically incorporates it by reference. In addition, the Performance Graph will not be deemed 10 be “soliciting
material™ or to be “filed” with the SEC or subject 1o Reguylation 14A or 14C, other than as provided in Regulation 8-K, or te the liabilities of section 18 of the Secunties
Exchange Act of 1934, except to the extent that the Company specifically reguests that such information be treated as soliciting matenal or specifically incerporates it by
reference into a {iling under the Secunities Act or the Exchange Act.

47



Lable of Conjenls

Item 7.  Management's Discussion and Analysis of Financial Condition and Results of Operations.

Description of Merck’s Business

Merck & Co., Inc. (Merck or the Conpany) is a global health care company that delivers innovative health solutions througlh its prescription medivines,
vaccines. biologic therapivs and animal bealth products. The Company s operations are principally managed on a products basis and include two operating scgnicnds,
which are the Pharmaceutical and Animal Health segments, both of which are reportable segments.

‘The Pharmaceutical segment includes human health pharmaceutical and vaccine produets. Human health pharmaceutical products consist of therapeutic and
preventive agents. generatly sold by prescription, for the treatment of human disorders. The Company sells these human health pharmaccutical products primarily to drug
wholcesalers and retailers, hospitals, government sgencies and managed health care providers such as health maintenance organizations. pharmacy henefit managers and
other institutions. Human health vaccine products consist of preventive pediatric, adolescent and adult vaccines. The Company sells these human health vaceines
primarily to physicians. wholesalers. physician distributors and government entities.

The Animal Health segment discovers, develops. manufactures and markets a wide range of veterinary pharmaceutical and vaceine produsts. as well as health
management solutions and services, for the prevention, treatment and contrel of discasc in alk major livestock and companion animal species. The Company alse offers
an exlensive suite of digitally connected identification, traceability and monttoring products. The Company sells its products o veterinarians, distributors and animal
producers.

The Company previcusly had a [Heualthcare Services scgment that provided services and solutions focused on engagement, health analytics and clinscal
serviees 10 improve the value of care delivered to patients. The Compuny divested the remaining businesses in this scgment during the first quarter of 2020,

Spin-Off of Organen & Co.

On June 2, 2021, Merck completed the spin-off of products from its women’s health, bivsimilars and established brands businesses into s new, independent,
publicly traded company named Organon & Co. ¢Organon) through a distribution of Organon’s publicly traded stock to Company shareholders. The distribution is
expected to qualily and has been treated as tax-free to the Company and i1s shareholders for US. federal income tax purposes. The established brands included in the
transaction consisted of dermatology. non-upivid pain management, respiratory. select cardiovascalar products, as well as the Test of Merck’s diversified brands
franchise. Merck’s existing research pipeling programs continue to be owned and developed within Merck as planned. The historical results of thie businesses that were
contributed to Organon in the spin-off have been reflected as discontinued operations in the Company s censolidated financial statements through the date of the spin-off’
(sec Note 3 to the consolidated tinancial statements).
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Overview

Financial Highlights

% Change “a Change
Excluding Foreign L acluding burcign
8 ot stidthiints) 2021 “p Change Exchange 2020 o Changt Ex.hauge 20149
Sales 5 48,704 17 % 16 % § 41,518 6% § % 3 39,121
Net Income from Continuing Operations Attributable to Merck &
Co.. Inc..
GAAY 5 12,345 * * % 4,319 (2134 16)% § 3,000
Non-GAAP /' 8 15,282 33 % 31 % % 11,506 20 % 23 % % 9,617
Eamings per Common Share Assuming Dilution from Continuing
Operations Attributable to Merck & Co., Inc. Comnmen
Shareholders:
GAAP ] 4.86 * * % 1.78 {19 (151% § 221
Non-GAAP $ 6.02 33 Y 32 % § 4.53 21% 235 % § 3.73

* Calculanon not meanmgful.
0 Noi-CAAP pet fncome avd non-GAAP carnings per share (EES) cvclude acquisaion and divessiture-related costs, vestrocivring eosts and cortain other items  For further discussion and a
reconcilivtion of CAAF e nom GAAP net incomie and EPS (sev “'Nor-GA AL [ncome and Nor-GAAP EPS” Feluw).

Executive Summary

During 2021, Merck delivered on s strategic prioritics by executing commercially to drive strong revenue and earnings growth in the year, completing key
business development transactions, accelerating its broad pipeline. and achieving notable regulatery milestones. Also, on June 2. 2021, Merck completed the spin-off of
Organon. The historical results ol the businesses that were contributed to Organon in the spin-off have been reflected as discontinued eperations in the Company's
consolidated financia? statements through the date of the spin-oft.

Worldwide sales were 348.7 billion in 2021, an increase of 17% compared with 2020, or 16% excluding the favorable effect of foreipn exchange. The sales
increase was driven primarily by growth in oncology. vaceines. hospital acute care and animal health. Additionally, revenue in 2021 reflects the benetit of sales of
molnupiravir, an investigational oral antiviral COVID-19 treatment. As discussed below, COVID-19-related disruptions negatively affected sales in 2021, but to a lesser
extent than tn 2020, which benefited year-over-vear sales growth.

Merek continucs o exceuie scientifically competling business development opportunitics to augment its pipeline. In November 2021, Merck acquired
Acceleron Pharma Inc. {Acceleren). a publicly traded biopharmaccutical company cvaluating the transforming growth factor (TGF)-beta superfamily of proteins through
the development of pulinenary and hematologic therapies. In April 2021, Merck acquired Pandion Therapeutics, Ine. (Pandion), a clinical-stage biotechnology company
developing novel therapeutics designed to address the unmet needs of patients hiving with autownmune discases, Additionally, Merck entered o a collaboration with
Gilead Sciences, Inc. {(Gilead) to jointly develop and commercialize long-acting treatments in 111V.

In 2021. Merck received over 30 approvals and filed over 20 New Drug Applications (NDAs) and supplemental Biologics License Applications (BLAs)
across the U.S.. the U/, Japan and China. Duning 202 (. the Company received numerous regulatory approvals within oncology. Kevtruda recetved approval for
additional indications in the U.S. and/or internationally as moneotheropy in the therapeutic areas of breast, colorectal, cutaneous squamous cell, esophageal. melanoma
and rcnal cell cancers. as well as in combination with chemotherapy in the therapeutic arcas of breast. cervical, gastric or gastroesophageal junction cancers. Keymruda
wus alse approved in combination with Lenvima both for the treatment of certain adult patients with endometrial cancer and for the treatment of renal cell cancer.
Lenvima is being developed in collaberation with Eisai Co.. Ltd. (Fisai). Lynparza, which 1s being developed in collaboration with AstraZeneca PLC (AstraZeneca),
received approval in China as monotherapy for the treatment of certain adult patients with metastatic castration resistant prostate cancer. Additionally, the 1).S. Food and
Drug Administration (FDA) approved Welireg (belzutifan), an oral hvpexia-inducible factor-2 alpha (HIF-2a) inhibitor, for the treatment ot adult patients with von
Hippel-Lindauw (VHL)
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disease who require therapy for associated renal cell carcinoma (RCC), central nervous system hemangioblastomas. or pancreatic neuroendocring tumors. not requiring
immediate surgery.

Also in 2021, as upduted in February 2022, the FDA granted Emergency Use Authorization (UA) for molnuplravir, an investigational oral antiviral COVID-
19 treatment being developed in a colluboration with Ridgeback Biotherapuetics LI? (Ridgeback). Molnupiravir also received condilional marheting authorization in the
Umited Kingdom (UK} and Special Approval for Liwergency in Japan. Also in 2021, the FDA and the European Commiission (EC) approved Faxnewvawce
(Prcumococcal 15-valent Conjugate Vaceine). a pneumococcal conjugate vaccine for use in adults. Additionally, Verquio. a medicine to reduce the risk of
cardiovascular death and heart fatlure hospitalization following a hespitalization for heart failure or need for outpatient intruvenous diurctics in adults was approved in
the Li.S.. the EL and Japan. Verquvo is being jeintly developed with Bayer AG (Bayert. In January 2022, the Japan Ministry of Health, Labor and Wellare (MEILW)
approved Lyforea (gefapixant) for adults with refractory or unexplamed chronic cough.

In addition to the recent regulatory approvals discussed shove. the Company advanced its late-stage pipeline with several repnlatory submissions.

Kevtruda is vader review in the U.S, and/or mternationally tor supplemental indications for the treatment of certain paticnls with teiple negative breast,
cervieal. endometrial. melanoma. tenal cell and tumor mutation burden-high {TMBH) cancers. Lynparza is under teview for supplemental indications tor the treatment
of vertain patients with breast and prostate cancers. Lenvima is under review m combination with Keyrruda for a supplemental indication fur the treatment ol certain
patients with hepatocellubar carcinema (HCC). MK-4482, melnupiravir, is under a rolling review by the European Mudicines Agency (EMAY. MK-7264, gefapixant, a
sclectiy e, non-narcotie, orally-administered, investigational P2X3-teceptor antagonist being deseloped for the treatment of refractory. chronic cough is under review in
the U.S. and the EU: and Faxnemance (V114), a 15-valent pncumecoccal conjugate vaccine, 1 under prierty review by the FDA for the prevention of invasive
prieumococcal disease in pediatnic patients. V114 15 also under review in Japan for use in adults.

The Company s Phase 3 oncology pragrams include:

+  Keviruda in the therapeutic areas of billary. cutancous squamous cell, gastric, hepatocellular, mesothelioma. ovarian. prostate and small-cell lung cancers;
+ Lynpurza as monotherapy for colorectal cancer and in combination with Keypruda for non-small-cell luny and small-cell lung cancers:
*  Lenvima in combination with Kevirda for colorectal, esophageal, gastric, head and neck, melanoma and non-small-cell lung cancers;
+ Welireg for RCC:
+  MK-1308A, the coformulation of quavonlimab, Merck's novel investigational anti-CTLA-4 antibody, and pembrolizumah for RCC:
» MK-3475. pembrolizumab subcutancous for non-small-cell lung cancer (NSCLC);
*  MK-7119. Tukysa (tucatinib}, which is being developed in collaboration with Seagen Inv. (Scagen), for breast cancer;
+ MK-4280A. the coformulation of favezelimab, Merck’s novel investigational anti-LAG3 therapy. and pembrolizumab for colorectal cancer; and
* MK-7684A, the ceformulation of vibostolimab, an anti- [1GIT therapy., and pembrolizumab for NSCLC.
Additionalty. the Company has candidates in Phase 3 clinical development in several other therapeutic arcas including:
+  MK-7962. sotatercept, for the treatment of pulmonary arterial hypertension (PAIT). which was obtained in the Acceleron acquisition:
+ MK-1634. clesrovimab, for the preventinn of respiratory syneytial virus;
» MK-8591, islatravir, an investigational nucleoside reverse transcriptase translocation inmibitor (NRTTI) for the prevention ol HIV-1 infection (which is on
clinical hold),
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+ MEK-$391A. islatravir in combination with doravirine for the treatment of 1IIV-1 infection (which is on chinical hold): und
- MEK-44382, molnupiravir. which is reflected in Phase 3 development in the U.S. as it remoins inv estigational [ollowing EUA

The Company is allocating resources to support its comunercial opporiunities in the near tenn while investing heavily in rescarch to support future
innovations and long-term growth. Rescarch and developiuent expenses in 2021 rellect higher clinical development spending and increased investment in discovery
research and carly drug development,

In November 202 1. Merck s Board of Directors approved an increase fo the Company s quarterly dividend. raising it 1o $0.69 per share [rom $0.65 per share
on the Company's outstanding commeon stock. During 2021, the Company returmed $7.5 billion to shareholders through dividends and share repurchases.

In December 2021, the Company completed its inaugnral issuance of a $1.0 billion sustainability bond. which was part of an $8.0 billion underwritten bond
offcring. 'Ihe Company intends to use the net proceeds from the sustainability bond offering to support projects and partnerships in the Cowpany’s priodty
cuvirommental, social and povernanee (ESG) areas and contribute to the advancement of the United Nations Sustamabde Developmient Goals.

COVID-19 Update

During the COVID-19 pandemiv Merck has remained tocused on protecting the safety ot its employees. ensuring that its supply of medicines and vaccines
reaches s patients, coninbuting its scientific expertise 10 the development of an antiviral therapy. supporting etforts to expand manufacturing capacity and supply of
SARS-CoV-2/COVID-19 medicines and vacvines (sec below). and supporting health care providers and Merek’s communities, Although COVID-19-related disruptions
negatively affected resuits in 2021 énd 2020, Mervk continues to experience sirong global underlying demand avross its business,

In 2021, Merck's sales were unfavorably affected by COVID-19-related disruptions. which resulted in an estimated negative impact to Merck's
Pharmaceutical sepment sales of approximately $1.3 billien. Roughly 75% of Merck’s Pharmaceutical segment revenue is comprised of physician-administered
products. which, despite strong wnderlying demand. have been affected by social distancing measures and fewer well visits. Merck's sales were favorably altected by the
autherization of molnupiraviy in scveral markets as discussed turther below, which resubted in sales of $9352 mullion in 2021, [n 2020, the estimated negative impact of
COVID-19-related disruptions to Merck's sales was approximately $2.1 billion, of which approximately $2.0 billien was attributable to the Pharmaccutical segment and
approximately $50 million was attributable te the Animal Health segment.

In April 2021, Merek anheunced it was discontinuing the development of MK-7110 (fermerly known as C1D24Fc) for the treatment of hospitalized patiemis
with COVID-19, which was obtaihed as part of Merck’s acquisition of Oncolmmune (see Note 4 to the consohdated financial statements). This decision resulted in
charges of $207 million 1o Cest of sufes in 2021. [n January 2021. the Company announced the discontinuation of the development programs for its COVID-19 vaceine
candidates. ¥590 and V591, following Merck's review of findings from Phase | clinical studies for the vaccines. Tn these studies, beth V390 and V591 were generally
well tolerated. but the immune responses were inferior to those seen following natural infection and those reported for other SARS-CoV-2,C0VID-19 vaccines. Due to
the discontinuation, the Company revorded a charge of $303 million in 2020, of which $260 million was reflected in Cost of sales and the remaining $45 million of costs
were Teflected in Research and devedggment expenses.

Operating expenses reflect a minor posttive effect in 2021 as investmems in COVID-19-related research largely offset the taverable impact of lower spending
in other arcas duc to the COVID-19 pandemic. Operating expenses were poxitively alfected in 2020 by approximately $500 million primanly due to lower promotional
and selling costs, as well as lower research and development expenses, net of investments in COVID-1%-related antiviral and vaccine research programs. In addition, the
COVID-19 pandemic has caused some disruption and volatifity in the Company's global supply chain network. and the Company may in the future experience
disruptions in availability and delays in shipments of taw materials and packaging, as well as related cost inflation.

In December 2021, the FDA granted EUA for molnupiravic based on positive results from the Phase 3 MOVe-OUT <linical rial. Additionally. in December
2021. Japan's MHLW granlcd SpCCia] Approval tor
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Emergency tor moinupiravir. [n November 2021, the UK Medicines and Healtheare products Regulatory Agency pranted conditional marketing authorizalion tor
molnupirasir. In addition, 11 October 2021, the EMA initiated a rolling review for molnupiravir. Merek plans to work with the Committee for Medicinal Products for
Human Use of the EMA to complete the olling review process to facilitate initating the formal review of the Marketing Authorization Application. Merck is developing
molnupirayir in collaboration with Ridgeback. The compantes are actively working with other regulatory agencies worldwide to submit applications for cmergency use
of marketing authorization. Merck has cntered into advance purchase and supply agreements for molnepiravir in more than 30 markets. Sce Note 5 1o the consolidated
financial statements tor additional information related to the collaboralion with Ridgeback.

In March 2021, Merck announced it had entered into multiple agreements to support cfforts to expand manufacturing capacity and supply of SARS-CoV-
2°COVID-19 medicines and vageines. The Blomedical Advanced Research and Development Authority (BARDA). a division of the Office of the Assistant Secretary for
Preparedness and Response within the 1.5, Department of Health and Human Sersices, is providing Merck with funding to adapt and make avatlable o number of
exigting manufacturing tavilies for the production of SARS-CoV-2/COVID-19 vaccines and medicines. Merck has also entered into agreements 1o support the
mapulaciuring and supply of Johnson & Johnson's SARS-CoV-2/COVID 19 vaccine. Merck 15 using certain of its facilittes o the US. 10 produce drug substance,
tormulate and £ill vials of Johnson & lohnsen's vaccine.

Pricing

(Global efforts loward health care cost containment continue 1o exert pressure on product pricing and market access worldwide. Changes 1o the LS. health
care syslem as part of health care reform enacted in prior years, as well as increased purchasing power of entitics that negotiate on hehalt ot Medicare, Medicaid, and
private scctor beneficiaries, have contributed 1o pricing pressurc. In several international markets, government-mandated pricing actions have reduced prices of genernc
and paiented drugs. In addition, the Company's revenue performance in 2021 was negatively affected by other cost-reduction measures taken by povernments and other
third parties to lower health cure costs. In the U.S.. the Biden Administration and Congress continue to discuss legislation designed to control health vare costs, including
the cost of drugs. The Company anticipates all of these actions and additional actions in the future will continue 1o negatively affect revenue perfermance.

Operating Results

Sales
% Change % Change
Excluding Yoreign Excluding korcign
(& i millions: 2021 % Change Exchange 2020 ¢o Change Exchange 2019
United States $ 22,425 14 14 % § 19,588 6 Y% 6 % % 18,420
International 26,279 20 % 17 % 21,930 6 "% 9 % 20,701
Total § 48,704 17 % 16 % § 41,518 6 % 8 % % 19,121

Worldwide sales grew 17% in 2021 primarily due to higher sales in the oncology franchise largely driven by strong growth of Kevtrada snd increased
alliance revenue from Lynparza and Lenvima. as well as higher sales in the vaccines franchise. primarily atributable to growth in Gardasil/Gardasil 9, Varivex and
ProQuad. Also contributing to revenue growth in 2021 were higher sales in the virology franchise attributable to molnupiravir. higher sales in the hospital acute care
franchise, retlecting growth in Bridion und Prevvmix, as well as higher sales of animal health products. Additionally, sales in 2021 benefited from higher third-party
manufacturing sales and the achievement of milestones for an out-licensed product that triggered eontingent payments 1o Merck. As discussed above, COVID-19-
related disruptions unfavorably attected sales in 2021, but to a lesser extent than m 2020, which benefited year-over-year sales growth. Sales growth in 2021 was
partially offsct by lower sales of Pueninavax 23, the suspension of sales in 2020 of hospital acute care product Zerhava. and lower sales of virology products
Iseniress:Isentress HiD.

Sales in the U.S. grew 4% in 2021 primarily driven by higher sales of Kevrruda. sales of molnupiravir, higher sales of Bridivn, Gardusil 9, Farpvay apd
ProQuad. incrcased alliance revenue from Lynparza and Lenvima,
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as well as higher sales ol animal heabth products. Lower sales of Paewmovax 23, Jamoviaidanumer and Zerbaxa partially offset revenue grewth in the U.S. in 2021,

Interpational sales increased 20%e in 2021 primarily due to growth in Gardasil/Gardasil 9, Kevtrnda, sales of molnupiravir. increased alliance revenue from
Lynpasza and Lenvima. as well as higher sales of Janievic Janumer, Bridion, Prevvniiy and animal health products, International sales growih in 2021 was partially offset
by lower sales of Noxafil, Zerbava and fsentress/Tsentress I1D. International sales represented 34'% and 53% of total sales in 2021 and 2620, respectively.

Worldwide sales increased 6%, in 2020 primarily due to lugher sales m the oncology franchise, as well as growth m certain hospital acute care products and
animal health. Growth in these areas was fargely offset by the negutive ctfects of the COVID-19 pandemic as discussed above. competitive pressure in the virology
franchise and pricing pressure in the diabetes franchise.

See Note 19 10 the consalidated tinancial statements for details on sales of the Company’s products. A discussion of performance for select products n the
franchises follows.

Pharmaceuntical Segment

Oncology
% Change " Change
Excluding Koreign Fxcluding Foreign

(3 it pudlenst 2021 % Change Exchange 2020 % Chutiye Exchange 2019
Keytruda ¥ 17,186 20 % 18 % § 14,380 30 % 30 % % 11,084
Alliance Revenue - Lynparza 989 6% 35 Y 725 83 % 62 % 444
Alliance Reventie - Lenvima 704 21 % 20 % 580 44 "%, 43 Y% 404
Emend 127 (13} % (15) % 145 (63)% (62) %% 388

Altrance revenue represents Merck s s, hare of profits. wilicl are product vales net of cost of sales and commercializanion costy fyee Note o the consolidated finundfal snoementsi.
1 o 1 Merck s o i hcl are prods I f sai d l tx fyee Note d to tl fidated f f ts)

Keverude is an anti-PD-1 (programmed death receptor-1) therapy that hus been approved as monotherapy fur the treatment of certain patients with cervical
cancer. classical Hodgkin lymphoma (cIIL). cutaneous squamous cell carcinoma (¢SCC), esophageal or gastroesophagesl junction (GEJ) carcinoma, head and neck
squamous cell carcinoma (FINSCC), HOC, NSCLC. melanoma. Merkel cell carcinoma. microsatellite instability-high ¢MSI-H} or mismatch repair deficient (dMMR)
cancer (solid tumors) meluding MSI-H/AMMR colorectal cancer, primary mediastinal iarge B-celt lymphoma. TMI-I cancer (solid tumers), and urothelial carcinoma
including non-musele invasive bladder cancer. Additionally, Kevtruda is approved as monotherapy for the adjuvant treatment of certain patients with RCC. Aevoruda is
also approved for the treatment of certain patients in combination with chemotherapy for metastatic squamous and nonsquamous NSCLC. in combination with
chemotherapy, with or without bevacizumab for cervical cancer. in combination with chemotherapy for esophageal cancer, in combination with chemotherapy tor gastrie
cancer, in combination with chemotherapy for HNSCC, in combination with chemotherapy for triple-negative-breast cancer (TNBC), in combination with axitinib for
advanced RCC, and In combination with Lenvima for both endometrial carcinoma and RCC. The Keytrda clinical development program includes studies across a broad
range of cancer types.

CGilubal sales of Keviruda grew 20% i 2021 driven by higher demand as the Company contmues 1o l2aunch Kevirada with multiple new indications globally,
although the COVID-19 pandemic had a dampening effect on growing demand by negatively affecting the number of new patients starting treatment. Sales in the U5,
continue to build across the multiple approved indications. in particular for the freatment of advanced NSCLC as monotherapy. and in combination with chemotherapy
for both nonsquamous and squamous metastatic NSCLC, along with continued uptake in the TNBC, RCC, HNSCC, MSI-H cancer, and esophageal cancer indications.
Kevtruda sales growth in intemnational markets reflects continued uptake predominately for the NSCLC, HNSCC and RCC indications, particularly in Furope. Sales
growth in 2021 was partiatly offset by lower pricing in Furope, China and Japan. Global sules of Keptiuda grew 30% in 2020 driven by higher demand globally,
particularly in the U.$. and Gurope, although the COVID-19 pandemic had an unfavorable etfect on growing demand. Sales growth in 2020 was partially offset by lower
pricing in Japan and Furope.
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Kevirudu recerved numerous regulatory approvals in 2021 summarized below.

Date

Approval

Tanuary 2021

LC approval as a first-line treatment in adult patients with M81-H or dMMR colorectal cancer based on the KLY NOTE-177 study.

March 2021

EC approval of an expanded label as monotherapy for the treatment of adult and pediatric patients aged 3 years and older with relapsed of refractory
¢HL who have failed autologous stem cell transplant (ASCTY ur following at least two prior therapies when ASCT s not a wreatment option based on
the KEYNOTE-204 and KEYNOTE-087 trials.

Mich 2021

FDA approval :n combination with platinum- and fluoropyrimidine-based chemaotherapy for the treatment of certain patients with focaliy advanced or
metastatic esophageal o1 GEJ carcinoma that is not amenable 1o surgical resection or definitive chemoradiation based on the KEYNOTE-590 trial.

FDA approval in combmation with trastuzumab. tlucropyrimidine- and platinum-containing chemotherapy for the first-line treatment of panents with

May 2021 locally advinced unresectable or metastatic human epidermal growth fuctor recepror 2 (HER2)-positive wastric or GEJ adenocarcinoma based on the
KEYNOTE-811 wal.
May 2021 EC approval of the 400 mg every six woecks (Q6W) dosing regimen to indications where Aeviriede 15 administered in cotnbination with other
anltcancer agents.
June 2021 Chima’s National Medical Products Administration (NMPA} approval as a tirst-line treatment of adult patients with MSI-H or dMMR colorectal
- cancer that is KRAS. NRAS and BRAF all wild-type based on the KEYNOTE-177 study.
June 2021 EC approval in combination with chiemotherapy for the first-line treatment of patients with locally advanced unresectable or metastatic careinoma of

the ¢sophagus or HERZ2-negative (GEJ adenocarcinoma in adults whose fumors express PD-L1 based on the KEY NOTE-590 trial.

July 2021

FDA approval as monotherapy for the treatment of patients with lecally advanced ¢SCC that is nof curable by surgery or radiation based on the
KFYNOTE-G29 trial.

FDA approval of Kevtruda plus L.envima for the reatment of patients with advanced endometrial carcinoma that is net MST-H or dMMR who have

July 2021 disease progression following prior systemic therapy in any setting and are not candidates for curative surgery or radiation hased on the KEYNOTE-
775'Study 309 trial.
July 2071 FDA approval of Kevtruda for treatment of patients with high-risk, early-stage TNBC in combination with chemotherapy as neoadjuvant treatment

and then continued as single agent as adjuvant treaiment afler surgery based on the KEYNOTE-522 trial.

August 2021

EDA approval of Keviruda plus Lenvima for the first-line treatment of adult patients with advanced RCC based on the KItY NOTE-581 trial Study
307 trial.

August 2021

Fapan’s Pharmaceuticals and Medical Devices Apency (PMDA) approval for the treatmem of patients with unresectable, advanced or recurrent M31-
I colorectal cancer based on the KEYNOTE-177 trial.

Angust 2021

Japan’s PMDA approval for the treatment of paticnts with PD-L1-positive, hormone receptor-negative and HER2-negative, moperable or recurrent
breust cancer based on the KEYNOTE-335 trial.

Scptember 2021

China’s NMPA approval in combination with chemotherapy fir the first-line treatment of patients with locally advanced, unresectable or metastalic
varcinoma of the csophagus or GEJ based on the KEYNOTE-590 trial.

October 2021

DA approval in combination with chemotherapy. with or without bevacizumab, for the treatment of patients with persistent. recurrant of melastatic
cervical cancer based on the KEYNQ ['E-826 tnal.

October 2021

EC approval in combination with chemotherapy for the first-line treatment of locally recurrent untesectable or metastatic INBC in adults whose
{umors gxpress P1-L1 and who have not received prior chemotherapy for metastatic dissase bused on the KEYNOTE-355 trial.

November 2021

FDA approval for the adjuvant freatment of patients with RCC at intermediate-high or high rigk of recurrence fellowing nephrectomy. or tollowing

nephrectomy and reseetion of metastatic lesions based on the KEYNO'TE-364 trial.
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EC approval of Kevtruda plus Lenvima tor the first-line treatment of adult patients with advanced RCC based on the CLEAR {Study
307)KEYNOTE-581 trial.

EC approval of Keyviruda plus Lenivima for the treatment of advanced or recurrent endometrial carcinoms i adults who have disease progression un
Novenber 2021 o1 following prior trestment with s platinum-containing therapy in any setting and who are not candidates for curative surgery or radiation based on
the KEYNOTE-775/8tudy 309 trial.

Japan’s PMDA approsval in combination with chemotherapy (5-flusrouracit pius cisplatin for the irst-line treatment of patients with radically
unresectable, advanced or recurrent esophagenl carcinoma in combination with chemotherapy based on the KEYNOTE-590 trial.

FDA approval for the adjuvant freatment ol adult and pediatric (12 years and older) patients with stage 1R or HHC melanoma following complete
December 2021 fresection based on the KEYNOQTE-716 trial: FDA expanded the indication [or the adjuvant treatment of stage [ melanoma following complete
resection to include pediatrie patients (12 years and older).

November 2021

November 2021

Fapun’s MHILW approval of Keprruda in combination with Lenvima for the treaiment of patients with unresectable, advanced or recurrent

December 2021 . . N s . .
eemnel endometrial carcinoma thal progressed after cancer chemotherapy based on the KEYNOTE-775/Study 309 trial.

In March 2021, Merck announced it was voluntarily withdrawing the U.S. indication for Kei truda for the treatment of patients with metastatic small-cell lung
cancer wih disease progression on or after platinum-based chemotherapy and at least one other prior line of therapy, The withdrawal of this indication was done in
consultation with the FDA and dees not alfect other indications for Kevtruda, As announced in January 2020, KEYNOTE-604. the confinmatery Phase 3 trial for this
indication, met one of its dual primary endpoints of progression-free survival but did not reach statistical significance for the other primary endpoint of overall survival.

In 2022, Merck initiated the withdrawal of the U.S. aceelerated approval indication tor Kevfruda tor the treatment of patients with recurrent locally advanced
or metastatic gasiric or GET adenocarcinoms whose tumors express PD-L.1. with discase progression on or atter two or more prior lines ot {herapy. The decision was
made in consultation with the FDA tollowing the Oncologic Drugs Advisory Commitlee evaluation of this third-line gastric cancer indication for Keviruda az a
monotherapy because it failed to meet its post-marketing requirement of demenstrating an overail survival benetit in a Phase 3 study. The svithdrawal of this indication
does nol affect other indications tor Keviruda.

The Company is a partv ta certain third-party license agreements pursuant to which the Company pays Tovaltics on sales of Keytrida. Under the terms of the
more significant of these agreements. Merck pays a rovalty of 6.5% on worldwide sales of Keytinda through 2023 to one third party: this royalty will dectine to 2.5% for
2024 through 2026 and will terminate thereafter. The Company pays an additicnal 2% royalty on worldwide sales of Keytridiz 10 another third party, the termination date
of which varies by country: this royalty will expire m the U.S. in 2024 and in major Buropean markets in 2025, The royalties are included in Cost of sales.

Lynparza is un oral poly (ADP-ribose) polymerase (PARP) inhibitor being developed as part of a colluboration with AstraZeneca (see Note 5 to the
consolidated financial statements). Lvnparsa 1s approved lor the treatinent of certain types of advanced ovarian, breast, pancreatic und prostate cancers. Alliance revenue
related to Lvnparza grew 36% in 2021 and 63% in 2020 due to continued uptuke across the multiple approved indications in the U.S., Evrope, Japan and China, In June
2021, Lynparza was granted conditional approval in China as monotherapy for the treatment of certain previously treated adult patients with germiline or somatic BRCA-
mutated mctastatic castration-resistant prostate cancer based on the results of the PROfound trial.

Lenvima is an oral receptor tyrosine kinase inhibitor being developed as part of a volluboration with Eisai {sce Note 5 to the consolidated [inancial
statements). Lenvima s approved for the treatment of certain types of thyrowd cancer, LLCC, in combination with everolimus for cortain patients with RCC, and in
combination with Keyarudu both for the treatment of certain patients with endometrial carcinoma and for the treatment of certwn patients with RCC. Altiance revenue
related 1o Fenvima grew 21% in 2021 and 44% in 2020 primarily due to higher demand in the U.S. and China.

Global sales of Zmend {aprepitant), for the prevention of certain chemotherapy-induced nausea and vomiting, declined 13% 1n 2021 reflecting lower volumes
in Europe and China. Worldwide sales of Emend
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decreased 63% in 2020 primarily due to lower demand and pricing m the U5, due to generic competition tor Emend for Injection [ollowing (0.8, patent expiry in
September 2019, Also contribuling o the Emened sales decline in 2020 was lower demand m Lurepe and Japan as a result of genene competition for the oral formulation
of Emend following loss of market exclusivity in May 2019 and December 2019, respectively.

In June 2021, Koseluge (selumetinib) was granted counditional approval in the U for the treatment of pediatric pabents three years of age and older with
neurofibromatosis type 1 who have symptomatic, inoperable plexiform ncurofibromas based on positive results trom the Natonal Cancer Institute Cancer Therapy
Evaluation Program-sponsored SPRIN I Stratum 1 frial. Keschigo was approved by the FDA in April 2020. Koselugo is part of the same collaboration with AstraZencea
referenced above thot includes Lyvnparza.

In August 2021, the FDA approved Felireg. un oral J1IF-2n inhibitor, for the treatment of adult patients with VHL disease who require therapy for assuciated
RCC. ventral nervous system hemangioblastomas. or pancreatic nevroendocrine tumaors, not requaring immediate surgery. The approval was based en results from the

open-label Study 004 trial. Welireg was oblained as part of Merck's 2019 acquisition of Peloton Therapeutics, Inc. (Peloton). See Note 4 to the consolidated financial
statements

Faccines
% Change 24 Change
Lxchuding Foreign Excluding Foreign

(& m nitlons) 02 " Change Exchange 2020 Yo Changs Fxchanpe 201%
Gardasil/Gardasil 9 $ 5,673 44 % 3% % 5 3938 5% 6 % 8 3,737
ProQrad 773 14 % 13 % a7% (10)% (10} % 756
M-M-R 1l k3 | 3% 3 Y 378 (31)% (31) % 549
Varivax 971 I8 18 % R23 (15)% (15 % 970
Preumovax 23 893 (18) % (19) % 1.087 17 % 18 % 926

Worldwide sales of GardusélGardasil 9. vaccines to help prevent certain cancers and other diseases caused by certain types of human papillomavirus (HPV),
grew 44% in 2021 driven primarily by strong global demand. particelarly in China. as well as increased supply. Higher pricing in China and the TS, also contributed to
sales growth in 2021. Sales growth in 2021 was untavorably affected by the replenishment in 2020 of doses borrowed from the U.S. Centers for Disease Control and
Prevention {CDC) Pediatric Vaccine Stockpile, which favorably affected sales by $12¢ million in 2020, The timing of public sector purchases in the U.S. also partially
ollset sales prowih in 2021, Global sales of GardusiliGrardasi! @ prew 5% in 2020 pranarily due to higher volumes in China and the replenishinent in 2020 of doses
borrowed from the CDC Pediatric Vaccine Stockpile in 2019. The replenishment resulted in the recognition of sales of $120 million in 2020, which, when combined
with the reduction of sates of $120 million in 2(HY due to the borrowing, resulted in a favorable impact 1o sales of $240 million in 2020 compared with 2019, | ower
demand min the U.S. and Hong Kong, SAR, PRC attnbutable to the COVID-19 pandermac parteally otfset the increase in sales of Gardasil ‘Gardasif 4 m 2020.

The Company 1s a party 1o cerain third-party license agreements pursuant w which the Company pays royalties on sales of Gardusil Gardayd 9. Under the
terms of the more signiticam of these agreements, Merek pavs a 7% rovalty on worldwide sales of Gardasil Gardasif 9 to one third party (royalty obligations under this
agreement expire in December 2023) and an additional 7% rovalty on sules of Gardasil/Gardasi! 9 in the U.8. to another third party (these royalty obligations expire in
December 2028). The royalties are included in Cosr of safes.

Global sales of ProQuad, a pediatric combination vaccine to help protect against measles. mumps, rubella and varicella. grew 14% in 2021 due to higher
sales in the U S, refleeting higher demand driven by the ongoing COVID-19 pandemic recovery. as well as higher pricing. Worldwide sales of ProQuad declined 10% in
20290 driven primanly by lower demand in the U.S. resulting from fewer measles outbreaks in 2020 compared with 2019, coupled with the unfavorable impact of the
COVID-19 pandemic. partially offset by higher pricing.

Worldwide sales of M-M-R 1, a vaceine to help protect against measles, mumps and robella, grew 3% in 2021 primanly due to hugher sales i the U.S.
reflecting the ongaing COVID-19 pandemic recovery inclusive of higher public sector mix of business. Lower demand in Europe partially offset 3/-M-& 11 sales growth
in 2021. Hlobal sales of Af-M-R 11 declined 31% in 2020 driven primarily by lowcr demand in the U.S. resulting from fewer
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meastes cuibreaks in 2020 compared with 2019, coupled with the untavorable impact of the COVID-19 pandemic. Lower demand in Brazil aiso contributed o the M-M-
R [ sales decline in 2020.

Global sales of Pariver. a vaccine 10 help prevent chickenpox (varicella). grew 18%6 1n 2021 primarily reflecting the ongoing COVID-19 pundemic recovery
and higher pricing in the U8, [Tigher government tenders in Brasil also contributed to Farvvay sales growth in 2021, Worldwide sules of Farivax declined 15% in 2020
driven primanily by lower demand in the U.S. resulting from the COVID-19 pandemic, partially offset by higher pricing. The farnax sales deeline in 2020 was also
attributabiv to lower goycernment tenders in Brazil.

Worldwide sales of Prewmovay 23, u vaceine to help prevent poeumococeal disease, declined 18% in 2021 primarily due to lower sales in the U.S.
attributabic to lower demand reflecting prioritization of COVID-19 vaccination, partially offset by higher pricing. Global sales of Puewmovay 23 grew 174 in 2020
primarily duc to higher volumes in Curope and the U.S. attributable in purt to heightened awarencss of pneumococcal veccination. Higher pricing m the U8, also
eontethuted 10 Prewsiovax 23 gales growil in 2020,

In July 2021, the FDA appreved Faxpewvance for active immunization for the prevention of invasive disease coused by 15 Swreplococcus prenmoniae
serotypes in adulls 18 yeary ot age and older. In December 2021, Favacwmance was appraved by the EC. These approvals were hased on data from seven chineal studies
assessing satety, toderability, and immunogenicity in adults. In Qctober 2021, the CDC™s Advisory Committee on [mmunization Practices {ACIP) voted to recommend
vacemnation cither with a sequential regimen of Faxnewvance followed by Prcownovax 23, or with 4 single dose of 20-valent pneumococeal conjugate vaccing both for
adults 65 years and older and for adults ages 19 to 64 with certain underlying medical conditions. These recommendations subsequently were adopted hy the director of
the CDC and the U.S. Department of Health and Human Services and published in the CDC's Marbidite and Mortahin Weekly Report. In September 2021, Merch
amnounced a seitlement and license agreement with Pfizer inc. (Pfizer). resolving all worldwide patent infnngemem htigation related 10 the use of Merck’s
investigational and licensed pneumococcal conjugate vaccine (PCV) products, including Paxnewvasice. Under the terms of the agreement. Merck will make certain
regulatory milestene payments to Plizer. as well as royalty payments on the worldwide sales of its PCV preducts. The Company will pay royaltics of 7.25% of net sales
of all Merck PCV products through 2026: and 2.5 of net sales of all Merck PCV products from 2027 through 2035,

Faxelis (1Yiphtheria and Tetanus Toxoids and Acellular Pertussis, [nactivated Poliovirus, Haemophilus b Conjugaie and [lepatitis B Vaccine). developed as
part ol a U.S -based parinership between Merck and Sunofi Pasteur, is now available in the 1U.S. for active immunization of children six weeks through four years of age
to help prevent diphtheria. tetanus, pertussis. poliomyelitis, hepatitis B, and invasive disease due to Hacmophilus influenzac type b. In February 2021, the CDC's ACIP
nchuded Favelis as a combination vaccine option in the CDC’s Recommended Child and Aduolescent Immunization Schedule. Sales of Favelis in the US. are made
through the U.S -hased Merck/Sanofi Pasteur partnership, the results of which are reflected in equily income from affiliates included in (eher fincome) expense, net.
Supply sales to the partmership are recorded within Sales. Favehs is also approved in the ELS where it is marketed directly by Merck and Sanofi Pasteur.

Hospital dcute Care

% Change % Change
Excluding Foreign Excluding Foreign
/8 12 viflions) 2021 % Change Exchange 2020 e Change Lxchange 2019
Biidion h ] 1.532 28 % 27 % § 1,198 6% 7% % 1,131
Frevvmis 370 32 % i % 281 70 % 69 % 163
Noxafil 259 2N % 23) % 329 (3% (30} %% 462
Zerbaxa (1 * * 130 8 Y% 10 % 121

* Calealation not meanmgfill

Glohal sales of Bridion, for the reversal of two types of neuromuscular blocking agents used during surgery, grew 28% in 2021 due to higher demand
globally, particularly in the U.S. and Europe, attributable to the COVID-19 pandemic recovery, as well as increased usage of neuromuscular blockade reversal agents and
Bridion's growing share within the class. Bridion was also approved by the FDA in June 2021 for pediatric patiems aged 2 years and older undergoing surgery.
Worldwide sales of Bridion grew 6% in 2020 due to higher demand globally.
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particularly in the U.S. However, fewer elective surgeries as 4 result of the COVID-19 pandemic unfavorably affected demand in 2020

Worldwide sales of Previinis. a medicine for prophylaxis (prevention) of evtomegalovirus (CMVY) infection and disease in adult CMV-seropasitive recipients
of an allogenic hematepoietic stem cell transplant. grew 32% in 2021 and increased 7% in 2020 due (o continued uptake since launch in several markets, particularly in
Curope and the U.S.

Waorldwide sales of Neoxafil, an antifungal agent for the prevention of certain invasive fungal infections, declined 21% in 2021 primarily due to generic
competition 0 Lurope, partially offset by higher demand m Chinu. I'he patent that provided market exclusivity for Nexafif in 2 number of major European markets
expired in December 2019, As a result, the Company is experiencing lower demand for Voxefil in these markots due to yeneric competition and expects the decline fo
continue. Global sales of Noxaril declined 50" in 2020 due to generic competition in the U.S. and in Europe. The patent that provided 1.8, market exclusivity for certain
forms of Novafil representing the majority of U.S. Novafi/ sules expired in July 2019,

In December 2020, the Company temporarily suspended sales of Zerbaxa, a combination antibacterial and beta-lactamase inlibitor for the treatment of
carlain baclerial infections, and subscquently 1ssued a product recall, following the identification of product sterility 1ssues. As o result, the Company recorded an
mtangible asset impairment charge in 2020 related to Zerbouxa (sce Note 9 to the consohidated financial statements) A phased resupply ol Zerbava was initiated In the
tourth quarter of 2021, which the Company expects to continue during 2022,

Tmninolagy
% Change % Change
Exclading Fureign Excluoding Fracign
78 o miflons) 2021 % Change Exchange 2020 "o Change Isxchange 2019
Simponi S 825 (2) % 6 "% 3 838 1% 1% § 830
Remncade 299 (2 %o (12) " 330 (201% (20) % 411

Sales of Simponi, a ence-monthly subcutancous treatment for certain milammatory diseases (marketed by the Company in Europe. Russia and Turkey),
declined 2% n 2021 and were nearly flat i 2020, Sales ol Simpons are being unfavorably ateeted by biostnmlar competition for compeling products. The Company
expects this competition will contrmue to unfavorably affect sales ot Simponi.

Sales of Remicade, a treutment for inflammatorny discases {marketed by the Company in Gurope, Russia and Turkey), declined 9% in 2021 and decreased
20% in 2020 driven by ongoing biosimilar competition in the Company s marketing territorics in Eurepe. The Company lost market exclustvity for Remicade in major
European markets in 2015 and ne longer has market exclusivity in any of its marketing terntorics. The Company is experiencing pricing and volume declines in these
markets as a result of biosimilar competition and expects the declines 10 continue.

The Company’s marketing rights with respeet to these products will revert to Janssen Pharmaceaticals. Inc. on Ociober 1, 2024,

Firology
% Change "o Change
Excluding Forvign Exvluding Foreign
(& wn aviflzans) 2021 % Change Exchange 2020 *y Change Exchange 2019
Molnupiravir $ 952 - - — 3 — — — 3 -
Tventress/iventrexs HD 769 (10) % 11y % 857 (121% (111 % 975
Zepatier 128 23 % (25) % 167 (55)% (54) % 370

Molnupiravir is an investigational oral antiviral COVID-19 medicine bemng developed in a collaboration with Ridgeback (sce Note 5 to the consolidated
financial stalements). The FDA granted an EUA for molnupiravir in December 2021; as updated in February 2022, to authorize molnupiravir for the treatment of mild to
moderate COVID-19 in high-risk adults for whom alternative FDA-approved or authorized treatment options are not
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accessible or clinivally appropriate. Also in December 2021, Japan’s MHLW granted Special Approval for Emergency for molnupiravir 1o treat infectious disease cansed
by SARS-CoV-2. In November 2021, the UK’s MHRA granted conditional marketing autherization for molnupiravir to treat mild to moderate COVID-1% in adults al
risk of developing severe illness. Merch has entered into advance purchase and supply agreements for molupiravie in mose than 30 markets and Merck began shipping
melnupiravir in the fourth quarter of 2021 to countries where it is approved or authorized. Sales of molnupiravie were $952 million in 2021 primarily consisting of sales
in the UL5.. the UK and Japan.

Worldwide sales of fsenmressitsentress HE. an HIV imegrase inhibitor for use in combination with other antiretroviral agents for the treatment of HEV-1
infection. declined 10% m 2021 and decreased 12% in 2020 primarily due to competitive pressure particularly in Furope and the U.S. The Company expects competitive
pressure {or fsentress/fsentress 1) 1o continue,

Global sales of Zepatier, a treatment for adult paticnts with chronie hepantis C virus genotype tG 1 1 or GT4 infection. declined 23% in 2021 primarily due
to lower demand trom competitive pressure in the U.S. and Europe. Worldwide sales of Zepatior declined 55% m 2020 driven by lower demand globally due 1o
competition and declining patient volumes. coupled with the impact of the COVID-1% pandemic.

Cardiovascular

% Change %0 Change
Excluding Foreign Fxcduding Foreign
8 in wilttons) 021 ¥ Change Exchange 2020 *a Change Exchange 2019
Alliance revenue - Adempas/Verquvo s 342 22 % 22 % 3§ 281 IR % 38 % § 204
Advmpas 252 14 % 11 % 220 3% 2 % 215

o Affiance revenue reprosents Merek's share ut profits from seles i Baver’s markcting rervitories, which are prodoct sales net of cost of sales and commerciabzation cosis fsee Nete § to the
conselidated finandial statomenis),

Adempas and Verquyvo are part of a worldwide collaboration with Baver to market and develop soluble gunanylate cyclase {sGC) modulators {sev Note 5 to
the consolidated financial statementsy. Adempas is approved for the treatment of certain types of PAH. Veryquvo was approved in the LS. in January 2021 to reduce the
risk of cardiovascular desth and heart failure hospitalization following a hospitalization for heart failure or need for outpatient intravencus diuretics in adults with
symplematic chronic heart failure und reduced efection traction. Verguvo was also approved in Japan in June 2021 and in the EU in July 2021, These approvals were
hased on the results of the VICTORIA irial. Alliunce revenue from the collaboration grew 22% in 2021 and rose 38% in 2020. Revenue from the cellaboration also
includes sales of Adempas and Verquve in Merck's marketing ferritories. Sales of Adempas in Merck’s marketing teeritories grew [4% in 2021 primarily reflecting
higher demand in Europe.

Diabetes
“% Change %% Change
Excluding Foreign Exchuding Eoreign
7S i miflionisi 2021 % Change Exclrange 2024 % Change Iixchange 2019
Januvia/Janumet 3 5,288 — % 2y % § 5.276 {4) % {4y % % 5,524

Worldwide combined sales of Januvia and Jammet. medicines that help lower blood sugar levels in adults with type 2 diabetes, were nearly flaf in 2021 and
declined 4% in 2020. Sales performance in hoth periods reflects continued pricing pressure and lower demand in the U.S, largely offsct by higher demand in centain
tnternational markets, particularly in China. The Company expects 1S, pricing pressure to continue. Junuvia and Jaumet will lose market exclusivity in the 118 in
January 2023, in the EU in September 2022, and in China in July 2022, The Company anticipates sales of Jawunda and Joanumef in these markets will decline
substantially afier the loss of exclusivity. Combined sales of Janwvia and Jarumet 1 the U.S., Burope and China represented 33%y, 24% and 9%, respectively, of total
combined Saruvia and Japumet sales in 2021,
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Animal Health Segment

% Change W Change
Excluding Foreign Excluding Forelgn
(8 in withans) 021 % Change Exchange 2020 T Cliange Exchange 2019
Eivestock 5 3,295 12 % 100 % § 2,939 6 Y% 9 % $ 2,784
Companion Animal 2,273 29 % 26 "o 1.764 0 " |- 1.609

Sales of Hivestock products grew 12% in 2021 primarily due 1o higher demand for ruminant products, inchuding amimal health intellhigence solutions for
animal identification, moaitoring and traccability. as well av higher demand for poultry and swine products. Sales of livestock products increased 6% in 2020
predominantly due to an additional five months of sales in 2020 related to the April 2019 acquisition of Antellig, a leader in digital animal identification, traceability and
monitoring salutions (see Note 4 to the consolidated financial statements). Sales of companion animal products grew 29% in 2021 and rose 10% in 2020 primarily due to
higher demand for parasiticides. including the Bravecto line of products, as well as higher demand for companion animal vaceines.

Costs, Expenses and Other

(% in millions) 2021 % Change 2020 Yo Change 2019

Cost of sales g 13,626 — Y% % 13.618 13 % 3% 12.016

Selling. general and administrative 9.634 g8 % 8.u535 (5} % 9455

Research and development 12,245 (9 % 13.397 18 % 9.724

Restructuring costs 661 15 % 575 (%) %% 626

Other (income) expense, net {1.341) 51 % (890) * 129
b 34,825 2y % % 35,655 12 % § 31.950

* Calenlation not meaningful.

Cost of Safes

Cost of sales was $13.6 billien in both 2021 and 2020 and was $12.0 billien in 201Y. Cost of sules includes the amortization of intangible assets recorded in
connection with acquisitions, collaborations, and licensing arrangements, which totaled $1.6 billion in 2021, $1.8 billion in 2020 and $1.7 killion in 2019. Costs in 2021
and 2020 ulsy include charges of $225 miltion and $260 million, respectively. related to the discontinuation of COVID-19 development programs (see Note 4 1o the
consolidated financial statements). Additionally. costs m 2020 and 2019 include intangible asset impairment charges of $1.6 billion and $705 million related to marketed
products and pther intangibles (sec Note 9 to the consolidated financial statements}. The Company may recognize additional impairment charges in the future related to
intangible assets that were measured at fair valuc and capitalized in connection with business combinatiens and such charges could be materiat. Costs in 2020 also
include inventory write-offs of $120 million related to a recall for Zerbaxa (sce Note ¥ to the consolidated financial statements). Alse included in cost of sales are
expenscs associated with restructuring activities, which amounted to $S160 million in 2021, S175 million in 2020 and $251 million in 2019, primarily reflecting
accelerated depreciation and asset write-offs related to the planned sale or closure of manufacturing facilities. Scparation costs associated with manufacturing-related
headcount reductions have been incurred and are reflected in Restructuring costs as discussed below.

Gross margin was 72.0% in 2021 compared with 67.2% tn 2020, [he gross margin improvement in 2021 reflects lower mmpairments and ameortization of
intupgible assets (noted above), as well as the [avorable effects of product mux and lower inventory write-offs. Partially offsettng the gross margin improvement i 2021
were higher manufacrring costs. the impact of molnupiravir (which has a lower gross margin due to profit sharing with Ridgeback as discussed in Note 5 to the
consolidated financial stalements), and higher compensation and benefil costs. Gross margin was 67.2% in 2020 compared with 69.3% 1n 2019. The gross margin decline
n 2020 reflects the unluverable effects of higher impairments and amortization of intangible assets. pricing pressure, a charge related to the discontinuation of COVID-
19 vaceme development programs, and higher inventory write-ofTs related to the tecall of Zerbaxa (noted above). partially oflset by the favotable effects of product mix
and lowCr restructuring costs.
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Selling, General and 4dministrative

Selling, general and administrative (SG&A)Y expenses were $9.6 billion in 2021, an increase of 8% compared with 2020, The increase was primanly due to
higher administrative costs, including compensation and benelits, higher promotional expenses (n support ot the Company’s key growth pillars, and higher acquisition-
related costs, including casts refated to the acquisition of Acceleron. The COVID-19 pandemic drove lower spending in 2020 which contributed 1o the increase in SG&A
expenses in 2021, These increases were parfially effset by the favorable effects of foreign exchange and a conmibution in 2020 to the Merck Foundation. SG&A
expenses were $9.0 billion in 2020, o decline of 3% compared with 2019, The decline was driven primarily by lower administrative, selling and promotional costs,
meloding lower travel and meeting expenses. due in part to the COVI-19 pandenic, and the faverable eflect of foreign exchange. pantially offset by a contribution to
the Merck Foundation,

Research and Development

Research and development (R&D) expenses were $12.2 billion in 2021 @ decline of 9%% compared with 2020 primarily due fo lower upfront payments related
to acquisitions and collaborations. The decline was partially oifset by higher clinical development spending and increased investment in discovery research and early
drug development. net of the reimbursement of a portion of molnupiravir developinent costs through the partnership with Ridgeback. Iligher compensation and benefit
costs, higher in-process research and development (IPR&D) impairment charges. as well as casts related to the acquisitton of Acceleron alse partislly offset the decline
in R&LY cxpenses i 2021, R&D expenscs were 513.4 billion i 2020, an increase of 38% comparcd wiath 2019, The inercsse was driven bargely by Ligher upfront
payments related to acquisitions and collaborations. higher ¢linical development spending and increased investment in discovery rescarch and carly drug development.
Higher restructuring costs also contributed to the increase in R&L> expenses m 2020. The increase in R&D expenses in 2020 was partially offset by lower [PR&D
impaiment charges 4nd lower costs resulting trom the COVID-19 pandemic. net of spending on COVID-19-related vaceime and antiviral research programs.

R&D expenses are compnsed of the costs ditectly incurred by Merck Rescarch Laboratories (MRLY, the Company’s research and development division that
focuses on buman health-related activities, which were $7.1 billion in 2021, $6.5 billion i 2020 and $6.0 billion in 2019, Also mcluded in R&D expenses are Animal
ITealth research costs. licensing costs and costs incurred by other divisions in support of R&D activities, including depreciation, production and general and
administrative. which in the aggregate were $3.0 billion in 2021, $2.6 billion in 2020 and $2.6 bilbon in 2019. Additionally. R&D expenses In 2021 include a 1.7
bilbon charge for the acquisition of Pandion. R&D expenses in 2020 include a $2.7 hillion charge for the acquisition of VelosBio Inc., a $462 million charge for the
acquisition of Oncelmmune and charges of $826 million related to transactions with Seagen. R&D expenses in 2019 include o $993 million charge for the acquisition of
Peloton. Sec Note 4 to the conselidated financial statements for more information on these transactions. R& D expenses alse include IPR&D impaitment charges of $275
million, $90 million and $172 million in 2021, 2020 and 2019, respectively (see Note § to the consolidated financial statementst. The Company may recognize additionat
impairmens charges in the future related to the cancellation or delay of other pipeline programs that were measured at fair value and capitalized in connection with
business combinations and such charges could be material. In addition, R&D expenses i 2021 and 2020 include 828 million and $83 million, respectively, of cosis
associated with restryciuring activities, primarily relating 1o accelerated depreciation. R&D expenses also include expense or meome related to changes in the estimated
tair value measurement of liabilities for contingent consideration recorded in connection with business combinations. The Company recorded $35 million of expenses in
2021 compared with a net reduction i expenses of $95 mithon and $39 million in 2020 and 2019, respectively, related to changes in these estimates.

Restructuring Costs

In 2019, Merck approved a global restructuring program (Restructurimg Program) as part of a worldwide mitiative focused on further optimizing the
Company’'s manufacturing and supply network, as well as reducing its global real estate footprint. This program is a contiguation of the Company s plant rationalication
and builds on prior restructuning programs. The actions currently contemplated under the Restructuring Program are expected to be substantially completed by the end of
2023, with the cumulative pretax costs to be incurred by the Company to smplemcnt the program estimated to be approximately $3.5 billion. The Company expects to
record charges of
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approximately $400 million in 2022 related to the Restructuring Program. The Company anticipates the sctions under the Restructuring Program wili result in annual net
cost savings of approximately $900 million by the end of 2023,

Restructuring costs, primarily representing separation and other related costs associated with these restructuring activitics, were $661 million in 2021, $575
million 1 2020 and $626 million in 2019. Separation costs incurred were associated with actual headeount reductions, as well as estimated ¢xpenses under existing
severance programs for headewunt reductions that were probable and conld be reasonably cstumated. Also meluded m restructuring costs are asset abandomment, facility
shut-down and other related costs, as well as employee-related costs such as cartailment, settlement and termination charges associated with pension and other
postretivement benelit plans and share-based compensation plan costs. For segment reporting, restructursng costs are unallecated expenses.

Additional costs associated with the Campany’s resiructuring activities are included in Cost of sales. Sefling. geneval and adminisirative expenses and
Research and development costs. The Company recorded aggrepate pretax costs of $868 million in 2021, $880 millien in 2020 and $915 million in 2019 related o
restrueruring progrant sctivities (see Note 6 to the consolidated financial statements;.

(her fncome) Expense, Ney

Onher {incorme) expense, net. was 51.3 billion of income in 2021 cowpared with $890 million of income in 2020 primarily due to higher income from
investments in equity securities, net. largely related to higher realized and unrealized gains on certain investments Including the disposition m 2021 of the Company s
ownership interest in Preventice Solutions Inc. {Preventice) as a result of the acquisition of Proventice by Boston Scientfic, partially offsct by higher foreign exchange
losses and pension scltlement costs. Other (income) and expense, net, was 58590 miliion of income in 2020 comparcd with §129 nullion of expensc in 2019. primarily due
to higher income from investments in equity securities, nel. largely related to Moderna, Inc.

For details on the components of Other {income) cxpense, net, see Note 15 to the consolidated financial statements.

Segment Profits

(8 in nuillions) 2021 2020 200y

Pharmaceutical segment profits $ 30977 % 26,106 % 23 448
Animal lealth segment protits 1,950 1,669 1,612
Other non-reportable segment profits — 1 (7)
Other {19.048) (21,913 {17.882)
Income from Centinuing Operations Before Taxes $ 13,879 § 5863 § 7.171

Pharmaceutical segment profits are comprised of segment sales less standard costs, as well as SG&A expenses directly incurred by the segment. Animal
Health segment protits are comprised of scgment sales, less all cost of sales, as well as 8G&A and R&D expenses directly incurred by the segment. bor internal
management reporting presented to the chief operating decision maker, Merck does not aflocate the remaining cost of sales not meluded in segment prolits as deseribed
above, R&D expenses imeurred by MRL. or general and adminisirative expenses, nor the cost of financing these activitics. Separate divisions maintain responsibility for
monitoring and managing these costs, including depreciation related to fixed assets utilized by these divisions and, therefore, they are not included in segment profits.
Also excluded from the defermination of segment profits are cosls related to restructuring activities and acquisttion and divestiture-related costs, including the
amonization of intangible assets and amortization of purchase acvounting adjustments, intangible assel impairment charges, and expense or income related to changes in
the estimated fair value measurement of liabilities for contingent consideration, Additionally, segment profits do not reflect other cxpenses from corperate and
manufacturing cost centers and other miscellaneous income or expense. These unaliocated itews are reflected in “Otlier” in the above table. Also included in “Other” ar
miscellancous corporate profits (losses). as well as operating profits (losses) related to third-party mianufacturing sales. Beginning in 2021, the amertization of intangible
assets previously included as part of the calculation of
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segment profits is now included in unalloceted non-sepment corporate expenscs. Prior period Pharmaceutical and Animal Health segment profits have been recast to
refleet this change on a comparable basiy.

Pharmaceutical segment profits grew 19% in 2021 primarily due to higher sales and the lavorable effect of foreign exchange, partially offset by higher
adminstrative and promotional costs. Pharmaceutival segment profits increased 11% in 2020 driven primarily by higher sales, as well as lower selling and promotionat
costs. Animal Health segment profits grew 17% m 2021 retlecting higher sales, partially oftset by higher promotional, selling and adiunistrative costs. Ammal Health
segmiem protits increased 4% in 2020 drven primarily by lugher sajes and lower promotional and selling costs, partially otfset by higher R&DD costs and the unfavoerable
ellect of [oreign exchange.

Taxes on Income

The effective income [ax rates from continuing operations were 11.0% in 2021, 22.9% in 2024 and 21.8% in 2019, The tull yeur effective income 1ax rate
refleets a favorabie mix of income and expense, as well as higher foreign tax credits from ordinary business operations that the Company was able to credit in 2021, The
efleclive ncome 1ax rate from continung operations 1n 2021 also retlects the henehicial impact of the seftlement of' a foreign fax matter, as well as a net tax benefit of
$207 million related to the settlement of certain federal income tax matiers (see Note 16 to the consolidated financial statements). The effective income tax rate from
continuing operations in 2021 also reflects the unfavorable effect of a charge [or the acquisition of Pandion for which no tax benetit was recognized. Fhe etfective
income tax rate in 2020 refleets the ynfavorable impact of a charge for the acquisition of VelosBio for which no tax benefit wus recognized. The effective income tax
rate in 2019 reflects the fuvorable impact of a $106 million net tax benefit related to the scttlement of certain federal income tax matters {see Note 16 to the consolidated
financial statements) and the reversal of tax reserves established in vonnection with the 2014 divestiture of Merch's Consumer Care (MCC} business due to the lapse in
the statute of limitations. In addition, the effective mmcome tax rate in 2019 reflects the unfavorable impact of a charge for the acquisition of Peloton for wlhich no tax
benefit was recognized and charges of $117 million related to the finalization of treasury reguiations for the fransition tax assoviated with the 2017 enactment of LS. tax
lepisiation known as the Tax Cuts and Jobs Act (TCIA) (sce Note 16 to the conselidated financial statements).

Net Income (Loss) Attributable to Noncontrolling Interests

Net income (toss) attributable 10 noncontrolling intercsts was $13 millior in 2021, %4 million in 2020 and $(84) million in 2019, The loss it 2019 was driven
primarily by the portion of goodwill impairment charges related to certain businesses in the lealthcare Services scgment that were attributabie to noncontrolling
interests.

Non-GAAP lncome and Non-GAAP EPS from Continuing Operations

Non-GAAP income and non-GAAP EPS are alternative views of the Company's performance that Merck is providing because management believes this
information enhances investors” understanding of the Company’s results as it permits investors to understand how management assesses performance. Non-GAAP
imcome and non-GAAP EPS exclude certain items because of the nature of these items und the impact that theyv have on the analysis of underlyiny business performance
and trends. The excluded items {which should not be considered non-recurring) consist of acquisition and divestiture-related cosis, restructuring costs, income and losses
trom investmients in equity sceuritics and certain other items. These excluded items are significant components in understanding and assessing financiat performance.

Non-(GiAAP income and hun-GAAP EPS are important internal measures [or the Company. Senier management receives a menthly analysis of operating
results that includes non-GAAP EPS. Management uses these measures internally for planning and forecasting purposes and 10 measure the performance of the Company
along with ether metrics. In addition. senior management's annueal compensation is derived in part vsing non-GAAP pretax income. Since non-GAAP income and non-
GAAP EPS are not measures delermined in accordance with GAAP. they have no standardized meanmy. prescribed by GAAP and. therefore, may not be comparable to
the caleulation of similar measures of other companies. The information on nen-GAAP invome and non-GAAP EPS should be considered in addition to. but not as a
substitute [or or superior to, net income and EPS prepared in accurdance with generally accepted acvounting principles in the U.S (GAAP}.
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A reconciliation between GGAAP financial measures and non-GAAP [inancial measures (from continuing operations) 1s as follows:

{5 in millions except per share amounis) 2021 2020 2016
Income from continuing operations before 1axes as reported under GAAP b} 13,879 § 5863 3 7171
Increase {decrease) for excluded items
Acquisition and divestiture-related costs ¥ 2,484 3,642 2,970
Rextructuring costs 368 580 915
Income from investments m equity secunlies, net {1,884) {1,292y (132
Other items:
Charge tor the acquisition of Pandion 1.704 - _
Charges for the discontinuation of COVID 9 development programe, 225 305
Charge tor the acquisition of VclosBio (43) 2,660 —
Charyes for the formation of collaborations 12 — 176 —
Charge for the acquisition of OncoImmune —_ 463 .
Charye fur the acquisition of Peloton — — 993
Other (d) 2m 55
Non-GAAP tncome from continuing operations betore taxes 17,229 13576 11.972
Taxes on income as reported under GAAP £521 1,340 1,565
Estimated tax benefit on excluded items 206 793 710
Nel tax benefit from the settlement of certain tederal income tax matters 207 — 106
Adjustment to tax henefits recorded in conjunciion with the 2015 Cubist Pharmaceuticals. Inc. acquisition — (67)
Tax benefn from the reversal of tax reserves related to the divestinre of MCC — — 86
Net tax charge releted to the finalization ol treasury regulations related to the cnactment of the TCJA — — (11n
Non-GAAP taxes on income from centinuing operations 1,934 2,666 2,350
Non-GAAP net income trom continuing vperationg 15,295 11,510 9622
Less: Net income (loss) aitributable to noncontrolling interests as reported under GAAP 13 4 (’4)
Acquisitien and divestifure-related costs atiributable to noncentrolling interests — — (89)
Non-GAAP net income from continuing operations attributable to noncontrolling interests 13 4 5
Non-GAAP net income attributable to Merck & C'o, Inc. $ 15,282 % 11.506 9617
EPS assuming dilution from continuing operations as reported under GAAP 1 486 % 1.7 % 221
LPS difference 1.16 275 1.52
Non-GAAP EPS assuming dilution from continuing operations 3 6.02 § 4.53 8§ 3.73

A dmount in 2020 includes a 316 billion intengifle gyaet impairnent charge related to Zetbaxa, Amownt in 2019 includes @ 3612 million intangible assct fmpairment charge relared to Sivextro. See

Note @ jo the consulidated financial statements.
7 Incdudus 3526 miltion reluted to irunsactions with Seagen. Sce Note 4 to the consolidated financiul statencents.

3 The estimuted tav impacf on the ovcluded ftens & determined by wppdying the statiton rate of the veiginating tervitony of the non-GA4P wdjstments.

Acquisition and Divestitire-Related Cosis

Non-GAAP income and non-GAAP EPS exclude the impact of certain amounts recorded in connection with acquisitions and divestitures. These amounts
include the amortization of intangible assets and amortization of purchase accounting adjustments to inventories. as well as intangible asset impairment charges, and
expense or income related to changes in the estimated fhair value measurernent of liabilities for contingent consideration. Also excluded are integration. transaction. and
cerlain other costs associated with acquisitions and divestitures. Non-GAAP income and non-GAAP EPS also exclude amortizution of intangible assets related to

collaborations and licensing arTangemenlts.
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Restriecturing Costs

Non-GAAP income and non-GAAP EPS exclude costs related to restructuring actions (see Note 6 o the consolidated financial statements). These amounts
inclede emplovee separstion costs and accelerated depreciation associated with facilities to be closed or divested. Accelerated depreciation costs represem the difference
between the depreciation expense to be recognized over the revised useful life of the assel. based upon the anticipated date the site will be closed or divested ot the
equipment disposed of. and depreciation expensc as determined utilizing the uwseful life prior to the restructuring actions. Restructuring cosls also include asset
abandonment, facility shut-down und other related costs, as well as employce-related costs such as curtailment. settlement and termination charges associated with
pension and other postretirement bene{it plans and share-baved compensation costs.
fneonie and Losses frott yestinents in Lgity Securitics

Non-GAAP income and non-GAAP EPS exelnde realized anel nnrealized gains and losses from investments in equily sccuritics cither owned directly or
through ownership interests in investment funds.
Certain Other ftems

Non-GAAT income and non-GAAP EPS exclude certain other items. These items are adiusted for after evaluating them en an individual basis, considering
their quantitative and quabitative aspects. Typically. these consist of items that are unusual in nature, significam ro the results of a particular period oy not indicative of
future operating results. Excluded from non-GAAP income and non-GAAP [:P$ are charges tor the acquisitions of Pandion, VelesBio, Oncolmmune and Pelaton, as
well as charges related to collaborations, including transactions with Seagen (see Note 4 to the consolidated financial statements). Also excluded from nen-GAAP
income and non-GAAP bPS are charges related 10 the discentinuation of COVID-19 development programs (see Note 4 10 the consolidared financial statements).
Additionally. excluded from non-GAAP income and non-GAAP EPS are cerlain tax items. including net tax benetits related to the seulement of certain federal income
tax matters, 2n adjustmenl 1o lax benefits recorded tn conjunction with the 2015 acquisition of Cubiat Pharmaceuticals, Inc., a tax benetil related to the reversal of tax
reserves established m connection with the 2014 divestiture of MCC, and & net 1ax charge related 1o the inalization of .S treasury regulations rebated to the TCIA (see
Note 16 to the consolidated financial statements).

Research and Des elopment

Research Pipeline

The Company currently has several candidates under regulatory review in the U.S. and internationally, as well as in late-stage clinical development. A chant
reflecting the Company's corrent research pipeline as of February 22, 2022 and related discussion is set forth in [tem 1. “Business — Research and Development” above.

Acquisitions, Rexearch Colluborutions and License Agreements

Merck continues to remain focused on pursuing opportunities that have the potential te drive both near- and long-term growth. Certain recent transuctions are
summarized below; additional details are included in Note 4 to the consolidated financial statements. Merck actively monitors the landscape tor growth oppertunities that
meet the Company’'s strateyic criteria.

In March 2021, Merck and Gilead entered into an agreement to jointly develop and commercialize long-acting treatments i HIV that combine Merck’s
investigational NRI'L, islatravir, and Gilead's investigational capsid inhibitor. lenacapavir. The collaboration will initially focus on long-acting oral formulatiens and
long-acting injectable formulations of these combination products, with other formulations potentially added to the collaboration as mutually agreed. There was no
upfront payment made by erther party upon entering into the agreement.

In April 2021, Merck acquired Pandion, a clinival-stage biotechnology company developing novel therapeutics designed to address the unmet needs of
paticnts living with awtoimmune diseases. for total consideration of $1.9 billion. Pandion is advancing a pipeline of precision immune medulators targeting critical
immune control nodes.

In November 202 1. Merck acquired Acceleron, a publicly traded biopharmaceutical company, for fotal consideration of $11.5 billion. Acceleron is evaluating
the T(iF-beta superfamily of proteins that is known to play a central role in the regulation of cell growth. differentiation and repair. Acceleron’s lead therapeutic
candidate.
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sotatercept (MK-7962). has a novel mechanism ol action with the potential to improve short-term and/or long-term clinical oulcomes in patients with PAH. Sotatercept is
in Phase 3 trials as an add-on o current standard of care for the treatment of PAHL [n addition (o sotatercept, Acceleron’s porttelio includes Reblozyl (luspatercept}, a
{irst-in-class erythroid maturation recombinant fusion protein that is approved in the 1.8, Europe, Canada and Australia for the treatment of anemia in certain rare blood
digorders and is being evalugted in clinical trials for additional indications for hematology therapres. Reblosyl is being developed and commercishized through a global
collaboration with Brstol Myers Squibb.

Aegquired In-Process Research and Development
In vonnection with business combinations. the Company hos recorded the fair value of in-process rescarch prejects which, an the rime of acquisition. had not
yei reached technological leasibility. At December 31,2021, the bulance of IPR&D was $9.3 billion (see Note 9 to the consolidated financial statements).

The IPR&D projects that remain in development are subject to the inherent risks and uncertainties in drog development and it 18 possible that the Company
will not be able to suceessfully develop and complete the IPR&D programs and profilably comnmercialize the underlying product candidates. the time periods to recerve
approvals frem the FDA and other regulatory agencies are subject to uncertanty. Sigmficant delays in the approval process, or the Company s tailure to obtam approval
at all, would delay or prevent the Company trom realizing revenues from these products. Additionally, 1f the IPR&D programs require additional climeal trial data than
previously anticipated. or il the programs fail or are abandoned during development, then the Company will not realize the future cash flows it has estimated and
recorded as IPR&ID as of the acquisition date. 1 such circumstances were to oceur, the Company’s future operating results could be adversely atfected and the Company
may recagnize impairment charges, which could be matenial.

In 2021, 2020, and 2019 the Company recorded [PR&D impairment charges within Researef and development expenses of S275 millien, $90 million and
$172 million, respectively (see Note 9 1o the conselidated financial statements).

Additional research and development will be required before any of the remaining programs reach technelogical feasibility. The costs to complete the
research projects will depend on whether the projects are brought to their final stages of development and are ultimately submilted to the FDA or other regulatory
agencies for approval.

Capital Expenditures

Capital expendityres were $4.4 billion in 2021, $4.4 billion in 2020 and $3.4 billion in 2019. Expenditures in the U.S. were $2.8 billion in 2021, 52.6 billion
in 2020 and S1.9 billien in 2019. The Company plans to inves! approximately $20 billion in capital projects from 2021-2025 including expanding manufacturing
capacity {ur oncology, vaccine and animal health products.

Depreciation expense was $1.6 billion in 2021, $1.7 billion in 2020 and $1.6 billion in 2019, of which $1.1 billion 10 2021, $1.2 bilbon m 2020 and §1.2
ballion in 20714, related to locations in the LS. Total depreciation expense in 2021, 2020 and 2019 included accelerated depreciation of $91 nullion, $268 million and
$233 million, respectively, assaciated with restructuring activitics (see Note & to the consodidated tinancial statements).

Analysis of Liquidity and Capital Resources

Merek’s strong financial profile enables it fo fund research and development. focus on external alliances, support in-line products and maximize speoming
launches while providing significant cash returns to sharcholders.

Selected Dota

(S 1 nndlions} 2021 2020 2019
Working capital $ 6,394 $ 437 $ 5,263
Total debt to total liabilitics and equity 313 % 34.7 % 312 %
(lash provided by operating activities of continuing operations 1o total debt 0.4:1 0.2:] 0.3:1
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The increase in working capital in 2021 compared with 2020 is primarily related to deercased short-term debt.

Cash provided by operating activities of continuing operations was $13.1 billion in 2021 compared with $7.6 billion in 2020 and $8.9 billion in 2619, The
higher cash provided by operating activities ol conlinuing operations in 2021 reflects stronger eperaling performance. Cash previded by operating activities of
continuing operations includes uptront and mitestone payments related to collaborations of $435 muillion in 2021, $2.9 hillion in 2020 2nd $805 mtllion in 2019, Cash
provided by operatmg activitics of continuing operations continues 10 be the Company’s source of funds to finance operating needs, with excess cash serving as the
primary source of funds 1o finance capital eXpenditures, Ireasury stoek purchases and dividends paid (o sharcholders.

Cash used in investing activities of continuwing operations was $16.4 billion in 2021 compared with $9.2 billion in 2020. The higher use of cash in investing
activities of centinuing operations was primarily due 1o higher cash used for avquisitions. including for the acquisition of Acccleron. and lower proceeds from sales of
securitics and other investments, partially effset by the 2020 purchase of Seagen common stock, Cash used in investng activities of continuing operations was $9.2
billion in 2020 compared with $2.5 billion in 2019, "Lhe inerease was driven primarily by lower proceeds from the sales of secutitics and other mvestments, higher use of
cash for acqunsitions, higher capital expenditnres and the purchase of Seagen common stock, partially offset by lower purchases of securities and other investments.

Cash provided by financing activities of confinuing operations was $3.1 billion in 2021 compared with a use of cash i finuncing activities of confinumg
aperations of $2.& billien in 2020, The change was primarily driven by the cash distribufion received (rom Organon in connection with the spin-off (see Note 3 to the
consolidated financial statements), higher proceeds trom the issusnce of debt (see below) and lower purchases of treasury stock, partially offset by a net decrease in
short-term borrewings in 2021 compared with a not increasc in short-tynin borrowings in 2020, higher payments on debt (see below) and higher dividends paid to
shareholders. Cash used in financing activities of continuing operations was $2.8 hillion in 2020 compared with $8.9 billion in 2019. The lower use of cash in financing
activities of continuing operations was driven primarily by a net increase in short-term borrowings in 2020 compared with a net decrease in short-term borrowing in
2019, as well as lower purchases of reasury stock. partially offvel by higher payments on debt ¢see below). lower proceeds from the issuance ot debl (see below). higher
dividends paid to sharcholders and lower proceeds from the exercise of stock opiions.

In December 2021, the Company issued $8.0 billion principal amount of senior unsecured notes consisting of $1.5 hillion of 1.70% notes due 2027,
$1.0 billion of §.90%, notes due 202K, $2.0 billion of 2.15% notes due 2031, $2.0 billion of 2.75% notes due 2051 and §1.5 billion of 2.90% notes due 2061, Merck used
the net proceeds Trom the offering of the 2027 notes. the 2031 notes. the 2051 notes and the 2061 notes for general corporate purposes, including the repayment of
cutstanding commereial paper borrowings (including commercial paper borrowings in connection with Merck’s acquisition of Acceleron), and other indebiedness.
Merck allecated an amount equal 1o the net proceeds of the offering of the notes due in 2028 to finence or refinance, in whele or in part, projects and partnerships in the
Company’s priority ESG arcus.

In June 2020. the Company issued $4.5 billion principal amount of senior unsccured notes consisting of $1.0 billien o 0.75% notes due 2026, $1.25 billion of
1.45% notes due 2030, $1.0 billion of 2.35% notes due 2030 and $1.25 billion of 2.45% notes due 2050. Merck used the net proceeds from the offering for general
corporate purpuses, including the repayment of outstanding commercial paper borrowings and other indebtedness.

In March 2019, the Company issued $5.0 billion principal amount ol senior unsecured noles consisting of $750 million of 2.90% notes due 2024, $1.75
billion of 3.40% notes due 2029, $1.0 billion of 3.90% notes due 2039, and $1.5 billion of 4 060" notes due 2049, The Company used the not proceeds from the offering
for general corporate purposes, including the repayment of outstanding commercial paper borrowings.

In February 2022, the Company's $1.25 billion. 2.35% notes matured in accordance with their terms and were repaid. In 2021, the Company’s $1.15 billien,
3.875% notes and the Company’s €1.0 billton, 1.125% netes matured in accordance with their tenms and were repaid. in 2020, the Company's $1.25 billion, 1.85% notes
and $700 million tloating-rate notes matured in accordance with their terms and were repaid.
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The Company has a $6.0 billion credit facility that matures in June 2026, The facility provides backup lquidity for the Company’s commercial paper
borrowing facility and is to be used for general corporate purposes. The Company has not drawn tunding from this facility.

The Company expects [oreseeable liguidity und capital resource requirements to be met through existing cash and cash equivalents and unticipated cash flows
[roni operations. as well as commercial paper borrowings and long-term borrowings if needed. Merck believes thal jts sources of financing will be adeguate to mect its
future requirements. The Company's niaterial cash requircments arising in the normal course of business primarily include:

Debe Obligations and Interext Pavmenis — See Note 10 to the consolidated financial statements for further detail of the Company’s debi obligations and the
timing of expected future principal and interest payments.
Tax Liabities — n connection with the cnactment of the TCTA, the Compuny is required to pay a one-time transition 1ax. which the Company has elected to

pay over a pertod of eight years through 2025 as permutted under the TCIA. Additionally, the Company has lizbilities for enrecognized tax benefits, includmg interest
and penalties. See Note 16 to the consolidated financal statements for further inforntation pertaining to the transition tux and liablitics for unrecognized tax bencfits.

Operating Leaves  See Nute 10 to consolidated financial statements for further details of the Company’s lease obligations and the timing of expected future
lease payiments.

Contingent Milesione Pavments — The Company has accrued liabilities for contingent sales-based milestens payments related 1o collaborations will
AstraZencca, Eisai. and Baver where payment has been deemed probable. but remains subject 1o the achicvement of the related sales milestone. See Notc 5 to the
consulidated finuncial statements for additional information retated to these sales-based milestones.

Purchase Obfiganions — Purchase obligations are cnforceable and legally binding obligations [or purchascs of goods and services including minimum
inventory contracts, research and development and advertising. Purchase obligations also include future inventory purchases the Company has committed to in
connection with certain divestitures. As of December 31, 2021, the Company had total purchase obligations of $5.3 billion, of which 51.6 billien is estimated 1o be
pavable 1n 2022

In March 2021, the Company [iled a sceuritics registration statement with the U8, Securities and Exchange Commission (SEC) under the automatic shelf
reyistration process available 1o “well-known seasoned issuers™ which is effective for three years.

Effective as of November 3. 2009, the Company cxecuted a full and unconditional guarantce of the then existing debt of ils subsidiary Merck Sharp &
Lohme Corp. (MSD) and MSD executed a full and unconditional guarantee of the then existmg debt of the Company (excluding commercial paper), including for
payments of principal and interest. These guaraniees do not extend te debt issued subsequent to that date.

The Company belicves it maintains a conservative financial profile. The Company places its cash and investments in instruments that meet high credit quality
standards, as specified in its investment policy guidelines. These guidelines also limit the amount of credit exposure to any one issuer. The Company does not participate
in any off-balance shect arrangements involving unconsolidated subsudiaries that previde financing or potentially expose the Company to unrecorded financial
obligations.

In November 2021, Merck's Board of Directors increased the guarterly dividend. declaring a quarterly dividend of $0.69 per share on the Company’s
outstanding commen stock that was paid in January 2022, Tn January 2022, the Board of Dircetors declared a quarterly dividend of $0.69 per share on the Company's
comumon stock for the second quarter of 2022 payable in April 2022,

In Qctoher 2018, Merek's Board of Directors autherrzed purchases of up w $10 billion of Merck's common stock for its treasury. The teasury stock purchase
authorization has no time limit and will be made over ime in open-markel transactions, block transactions, on or off an exchange, or in privately negotialed transactions.
In May 2021, Merck restarted s share repurchase program, which the Company had temporarily suspended in March 2020. The Company spent $840 million to
purchase 11 million shares of its common stock for s treasury during 2021 under this program. As of December 31, 2021, the Company’s remaining share repurchasc
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authorization was $5.0 billion. The Company purchased $1.3 billion and $4.8 billien of its common stock during 2020 and 2019, respectively, under authorized share
repurchase programns.

Financial Instruments Market Risk Disclosures

The Company manages the impact of foreign exchange rate movements and interest rate nmosements on its carnings. cash flows and fair values of assets and
[1abifities through operational means and through the use of varions financial instruments. including derivative insfruments.

A significant portion of the Company’s revenues and earnings in foreign affiliates is exposed to chunges in foreign exchange rates. The objectives of and
accounting related to the Company™s foreign curtency risk management program, as well as its Interest rate risk management activities are discussed below.

Foreign Currency Risk Management
The Company has established revenue hedging. balance shect risk management. and net investment hedging programs to prelect against volatility of future
foreign cunency cash Flows and changes in [4ir vilue caused by changes in foreign exchange rates.

The objective of the revenue hedging program is to reduce the variability caused by changes in foreign exchange rates that would affect the ULS. dollar value
of future cash flows derived trom foreign currency denominated sales, primarily the euro. Japanese yen and Chinese renminbi. To achieve this objective, the Compuny
will hedge a portion of its forecasted foreign currency deneminated third-party and intercompany distributor entity sales (forecasted sales) that are expected to oceur over
its planning cvele. typically no more than two vears into the future. The Company will layer in hedges over time, increasing the poron of forecasted sales hedged as it
gets closer to the expected date of the ferccasted sales, The portion of forecasted sales hedged is based on asscssments of cost-benetit profiles thar consider namral
offsctting exposures. revenue and exchange rate yvolatilities and corrclations, and the cost of hedging instruments. ‘The Company manages its anticipaled transaction
exposure principally with purchased local cutrency put options, forward contracts, and purchased celiar options.

The fair values of these derivative comtracts are tecorded as cither assets (gain positions) or liabilities (loss positions) in the Consolidated Balance Shecr.
Changes in the fair value ol derivative contracts are recorded each period in either current earmings or Other Comprehensive fncome (Lossi (OQCI). depending on whether
the derivative is designated as part ol a hedge transaction and. if so, the type of hedge transaction. For derivatives that are designated as cash flow hedges, the unrcalized
gains ot lusses on these contracts are recorded i Accrnndlated Other Compreliensive Loss (AOCL) and reclassified inte Sales when the hedged anticipated resenue is
recognized. For those derivatives which are not designated as cash flow hedges, but serve as cconomic hedges of ferccasted sales, unrcalized gains or losses are recorded
in Selex cach period. The cash tlows from beth designated and non-designated contracts are reported as operating activitics in the Consolidated Statement of Cash Flows.
The Company does not enter into derivatives tor trading or speculative purposes.

Because Merck principally sells foreign currency in its revenue hedging proyram. u uniform weahening of the U.S. dolfar would yicld the Rargest overall
potential loss in the market value of these hedge instruments. The market value of Merck's hedges would have declined by an estimated $648 million and $593 million at
December 31, 2021 and 2020, respectively. from » uniform 10 weakening of the 11.5. dolfar. The market value wus determined using a foreign exchange option pricing
mode] and holding all factors except exchange rates constant. Although not predictive in natare, the Company believes thata 10% threshold reflects reasonably possible
near-term changes in Merck's major foreign currency exposures relative to the U1.S. dollar.

The Company manages operating uctivities and net asset positions at each local subsidiary in order to mitigate the effects of exchange on monctary assets and
liabilities. ‘The Company also uses a balance sheet risk management progrumn to mitigate the exposure of net monelary assets that are denominaicd in a currency other
than a subsidiary’s functional currency from the effects of volatility in foreign exchange. In these instances. Merck principally utilizes forward exchange contracts to
olfset the effects of exchange on exposures denominated in developed country currencies. primarily the curo. Japanese yen. British peund. Canadian dollar and Swiss
franc. For exposures in developing country currencies. including the Chinese renminbi, the Company will enter into forward contracts to offset the effects of exchange
on cxposures when it is decmed ceonomical to do so hascd on a cost-bengelfit analysis that considers the magnitude of the cxposure, the volatility of the exchange rate and
the cost of the
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hedging instrument. The cash flows from these contracts are reported as operating activitics in the Consolidated Statement of Cash Flows.

Monctary assets and liabilitics denominated in a currency other than the tunctional currency of a given subsidiary are remeasured at spot rates in ctfect on the
balance sheet date with the effects of changes in spot rates reported in Other (income) expense, nel. The forward contracts are not designated as hedges and are marked to
market through Orker fincomet expense, net. Accordingly, tarr value changes in the forward contracts help nungate the changes in the value of the remeasured assets and
labilittes attributable 10 changes m foreign currency exchange rates, except to the cxtent ol the spot-forward differences. These differcnces are not significam due o the
short-term nature of the contracts, which typically have average maturities at inception of less than ope year

A sensitivily analysis 1o changes in the value of the U.S. dollar on forcign currency denominated derivatives, investments and monetary assels and labilities
indicated that if the U.S. dallar uniformly weakencd by 10%, against all currency cxposurcs of the Company at December 31, 2021 and 2020, Income firom Continuing
Operations Before Tuves would have declined by approximately 3125 million and $9% million in 202§ and 2020, respectively. Because the Company was in a net short
(pavable) position relative o its major forcign currencies after consideration of forwaord contracts, a uniform weakening of the ULS. dollar will yield the largest overall
potential net Joss in carnings due to exchange. This measurement assumes that a change in one loreign eurrency relative to the 13.S. dollar would not affect other toreign
currencies relalive to the ULS. dollar. Although net predictive in nature, the Company believes that o [0% threshold rellects reasonably possible near-term changes in
Merck’s major foreign currency exposures relative to the 1S, dollar. The cash flows {rom these contracts are reported as operating activilies in the Consolidated
Statement of Cash Flows,

The C'ompany also uses forward exchange contracts to hedge a portion of its net investiment in foreign operations against movements in exchange rates. The
ferward contracts are designated as hedges of the net investment in a foreign operation. The unrealized gains or losses on these contracts are recorded in foreign currency
translation adjustment within GCY. and remain in AOCL until either the sale or complete or substantially complete liquidation of the subsidiary. The Company exeludes
cerlain portions of the change in fair value of its denvative instruments trom the assessment of hedge cttectiveness (excluded components). Changes in fait value of the
excluded components ate recognized in OCL. The Company recognizes in carnings the initial value of the eacluded components on a straight-line basis over the life of
the dertvative instrument, rather than using the mark-to-market approach. [he cash flows from these contracts are reported as inyesting activities in the Consolidated
Statement of Cash Flows.

Forcign exchange risk is also managed theough the use of forcign currency debt. The Company's senior unsecured curo-denoninated notes have been
designated as. and are effective as, economic hedges of the net investment in a foreign operation. Accordingly, foreign currency transaction gains or losses duc to spot
rate fluctuations on the euro-denominated debt instruments are included in foreign currency translation adjustment within GCY.

Interest Rate Risk Management

‘The Company may use interest Tate swap contracts on certain investing and borrowing transactions 10 manage its nel exposure to inlerest rate changes and to
reduce its overall cost of borrowing. The Company does not use leveraged swaps and. 1n general. does not leverage any of is investment activities that would put
prineipal capital at risk.

At Deceruber 31, 2021, the Company was a party to nine pay-floating, receive-fixed interest rate swap contracts designated as [air value hedges of fixed-rate
notey in which the notional amounts match the amount of the hedged fixed-rate notes as detailed in the table below.

3 i mitlions) 2021

Number ol Interest Rate Taotal Swap Notional
Debt Instrument Par Value uf Debt Swaps Held Amount
2.40% notes dug 2022 $ 1,000 4 3 1,000

2 35% notes due 2022 7 1.250 5 1.250

' These mierest rate swaps matured w Febriary 2622,
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The interest rate swap contracts are designated hedges of the fair value changes in the notes atiributable to changes in the benchmark London Interhank
Offered Rate (LIBOR) swap tate. [he fair value changes in the notes attributable to changes in the LIBOR swap rate are recorded 10 inlerest expense along with the
offsetting fair value changes in the swap contracts. See Note 2 1o the consulidated financial statements for a diseussion of the pending discontinuauon of LIBOR as part
of reference rate reform. The cash flows fram these contracts are reported as operating activitics in the Consolidated Statement of Cash Flows.

The Conmpany’s investment portfolio includes cash equivalents and short-ferm mivestients. the market values of which sre not significantly affected by
changes in inferest rares, The market value of the Company's medium- to long-term fixed-rate inveshuents is modestly aftected by changes in U.S. interest rates.
Changces in medium- to long-term U8, interest rates have a more significant impact on the market value of the Company's fixed-rate borrowings, which generally have
longer maturities. A sensitivily analysis to measure potential changes in the market value of Merck’s investments and debt fram a change in interest riles indicated that a
one pereentage point MCTCAse In interest rates at December 31 2021 and 2020 would have positively atfected the net aggregate market value of these instruments by $3.2
billion and $2.6 billion, respectively. A one percentage point decrease at December 31, 2021 and 2020 would have negatively affected the net aggregate market value by
$3.9 billier and $3.1 billion. respectively. The fair value of Merek's debt was determined using pricing muwdels reflecting one percentage point shitts in the appropriate
vield curves. The fair values ol Merdk's nveshinenls were detertningd vsing a combination of priving and duration models.

Critical Accounting Estimates

The Company’s consohdated financial statements are prepared in conformity with GAAP and, aceordingly, include certain amounts that are based on
management’s best estimates and judgments. Fstimates are used when accounting for amoeunts recorded in connection with acquisitions, including initial far value
determinations of assets and liabilitics (primarily 1PR&D. other intangible assets and contingent considération), as well as subsequent fais vakue measurements,
Additionally. estimates are used 1n determining such items as provisions for sales discounts and returns. depreciable and amortizable lives. recoverahility of inventories,
including those produced m preparation for product launches, amounts recorded for contingencies. cnvironmental liabilities, accruals for contingent sales-based
milestone payments and other reserves, pension and other posiretirement benefit plun assumptions. share-based compensation assurnptions, restructunng costs,
impairments of long-lived assets ¢including intangible assets and goodwilt} and investments, and taxes on income. Because of the uncertainty mherent in such estimates,
actual results may differ from these estimates. Application of the following accounting polivies result in accounting estimales having the potential for the most
significant impact on the fnancial statements.

Acyuisinons and Dispositions

‘lo determine whether transactions should be accounted for as acquisitions (or disposals) of assets or businesses, the Company makes cerlain judgments,
which mcinde assessment of the inputs, processcs, and outpuls assoviated with the acquired set of activitics. If the Company determines thay substantially al) of the fair
value of gross asscts included ih a transaction is concentrated in a single asset {or a group of similar asscts), the assets would not represent a business. To be censidered a
business, the assels 1 a transaction need to include an input and a substantive process that together significantly contribute to the ability to create outputs.

In a business combination, the acquisition method of accounting requires that the assets acquired and liabilities assumed be recorded as of the date of the
acquisition at their respective fair values with limited exceptions. The far values of intangible assets are deteemined wilizing information availuble near the acquisition
date based on expectations amnd assumptions that are deemed reasonable by management. Given the considerable judgment involved in determining fair values, the
Company typically obtains assistance [rom third-party valuation specialists for significant items. Assets acquired and liabilities assumed in a business combination that
arise from contingencies are generally recogmized at fair value. I fair value cannot be determined, the asset or liability is recognized if probable and reasonably
cstimable; if these eriteria are not met, no asset or liability is recognized. Fair value is defined as the exchange price that woeuld be received for an asset or paid to transfer
a liabiltity {an exit price) in the principal or most advantageous market for the asset or lability in an orderly transaction hetween market participants on the measurement
date. Accordingly. the Company may be required to value assets at fair value measures that do not reflect the Company”s intended use of those assets. Any exvess of the
purchase price (consideration transferred)
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over the estimated fair valucs of net assets acquired is recorded as goodwill. Tramsaction costs and costs to restructure the acquired company are expensed as incurred.
‘The operating results of the acquired business are reflected in the Company’s consolidated linancial statements after the date of the acquisition.

The judgments made in determining estimated fair valucs assizned to assets acyuired and liabilities assumed in a business combination. as well as asset lives,
can materially atfeet the Company's results of operations.

The fair vulues of jdentifiable intangible usscts related to currently marheted products and product rights are primarily determined by using an income
approach through which Lmr value is estimated based on each usser’s discounted projected net cash flows. The Company’s vstimates of market participant net cash flows
consider historical and projected pricing, margins and expense levels: the performanece of competing products where applicable: relevant industry and therapeutic arca
growth drivers and factors: current and expected trends in technology and product life eyeles; the time and investment that will be required to develop products and
technologies: the ability to obtain marketing and regulatory approvals: the ability to manufacture and commercialize the products: the extent and timing of potential new
product introductions by the Company’s competitors: and the life of each asset’s underlying patent and any related patent termi extension. if any. The net cash flows are
then probability-adjusted whers appropriate to consider the uncertaintics assoclated with the underlying assumptions. as well as the risk profile of the net cash flows
utilized in the valvation. The probability-adjusted futnre net cash flows of cach product are then discounted 10 present valoe utihzing an appropriate discount rate.

The fair valucs ot identifiable intangible assets related o 1IPR&D are also determined using an income approach, through which fair value is estimated buased
on cach asset's probability-adjusted future net cash flows, which reflect the different stages of development of each product and the associated probability of successful
completion. The net cash flows are then discounted to present value using an appropriate discount rate. Amounts allocated to acquired IPR&D are capitalized and
avcounted for as indefinite-lived intangible assets, subject to impairment testing until completion or abandonment of the projects. Upon successful completion of cach
[PR&D project, Marck will make a detenminaiiun as to the then-useful ife ol the intangible asset, generally determined by the penod in which the substantial majonity of
the cash llows are expected to be generated, and begin amortization.

Certain of the Company’s business combinations involve the potential for future payment of consideration that is contingent upon the achievement of
perfonmanve milestones, including product development milestones and royally payments on future product sales. The fair value of contingent consideration liabalities is
determined at the acquisition date using unobservable nputs. These inputs include the estimated amount and timing of projected cash flows, (he probability of success
(achievement of the contingent event) and the risk-adjusted discount rale nsed to present value the probability-weighted cash flows. Subsequent to the acquisition date. at
each reporting period until the contingency is resolved, the contingent consideration liability is remeasured at current fair valve with changes (cither expense or income)
recorded in earnings. Changes in any of the inputs may result in a significantly different fair value adjustment.

It the Company determines the transaction will not be accounted tor as an acquisition of a business, the transaction will be accounded for as an asset
acquisition rather than a business combination and, therefore, no goodwill will be recorded. In an asset acquisition, acyuired IPR&D with no altemative future usc is
charged to expense and contingent consideration is not recognized at the acquisittlon date. In these nstances, produet development milestenes are recognized upon
achievement and sales-based mylestones arc recognized when the milestone 15 deemed probable by the Company of being achieved.

Revenue Recognition

Recopnition of revenye requires evidence of a contract, probable collection of sales proceeds and completion of substantially all performance obligations.
Merck acts as the principal in substantially all of its customer amangements und therefore records revenue on a gross basis. The majority of the Company’s contracts
related to the Pharmacceutical and Animal Health segments have a single performance ubligation - the premise to trunsfer goods. Shipping 1y considered immaterial in the
context of the overall customer arrangement and damages or loss of goods in transit are rare. Therefore, shipping i not deemed a separately recognized performance
obligation.

The vast majority of revenues from sales of products are recognized at a point in time when control ot the goods 1s transferred to the customer, which the
Company has determined 1s when title and risks and rewards of
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ownership transler to the customer and the Company is entitled to pavment. For certain services in the Animal Heahth segment, revenue is recognized over time,
generally ratably over the contract term as services are provided. These service revenues are not material.

The nature of the Company s business gives rise to several types of variable consideration including discounts and retums, which are estimated at the time of
sale generally using the expected value method. although the most likely amount method is used tor prompt pay discounts.

In the U5, sales discounts are issued o customers af the poinl-of-sale, through an intermediary whelesaler (known as chargebacks). or in the form ol rebates.
Additionally. sales are generally made with a liniited right of return under certain conditions. Revenues are recorded net of provisions {or sales discounts and returns.
which are established af the time of sale. In addition. if collection of uccounts Teceivable is expected to be in excess of one year, sules are recorded net of time value of
money discounts, which have not been material.

The LS. provizjon for aggregate cusiomer discounts covers chargebacks and rebates. Chargebacks are discounts that oceur when a contracted customer
purchases through an intermediary wholesaler. The contracted customer generally purchases product from the whelesaler at its contracted price plus a mark-up. The
wholesaler, in turn. Jiarges the Company bach for the difference between the price ininally paid by the wholesaler and the contract price paid to the wholesaler by the
custorner. The pravision for chargebacks is hased on expected sell-through levels by the Company’s wholesale customers to contracted customers, as weldl as estimated
wholesaler inventory levels. Rebates are amounts owed based upon definitive contractual agreements or legal requirements with private scetor and public sector
(Medicaid and Medicare Part D) benefit providers afier the final despensing of the product to a benelit plan participant. The provision for rebates is based on expected
patient usage, as well as inventory levels in the distribution channel o determine the contractual obligation to the bencfit providers. The Company uses historical
custorer segment utilizatinn nux, sales forecasts, changes 1o product mix and price, inventory tevels in the disiribution channel, government pricing caleulations and
prier payment history in order (o cstimate the expeected provision. Amounts acerued for aggregate customoer discounts are evaluated on a guarterly basis through
comtparison of information provided by the whaolesalers, health maintenance organizations, phammacy benefit managers, federal and state agencivs, and other customers
to the amounts acerued.

The Company cominually menitors its provision for aggrepate customer discounts. There were no material adjustments to estimates associated with the
ugyregate customer discount provision in 2021, 2020 ar 2019,

Summiarized information about changes in the aggregate customer discount acernal related to ULS. sales is as tollows:

(S in millions) 2021 2020

Balance January 1 ] 2776 S 2,078

Current provision 12,412 11,423

Adjustments to prior years (110) 24)
Payments {12,234) (10,701
Balance December 31 ) 2,844 S 2,776

Accruals for chargebacks are reflected as a direct reduction to accounts receivable and accruals for rebates as current liabilities. The acerued balances relative
to these provisions included in Accounts receivable and Accrued and other current lighilities were $207 million and $2.6 billion, respectively. at Decemlbrer 31, 2021 and
were S208 million and 82.6 billion. respectiy ely, at December 31, 2020,

OQutside of the 1.5, variable consideration in the form of discounts and rebates are a combination of commercially-driven discounts in highly competitive
product classes, discounts required to gain or maintain reimbursement. or legisiatively mandated rebates. fn centain European countries, legislatively mandated rebates
are culenlated based on an estimate of the govermment’s total unbudyeted spending and the Company s specific payback vbligation. Rebates may also be required based
on specific product sales thresholds. The Company applics an estimated [actor against its actual invoiced sales to represent the expected leve] of future discount or rebale
obligations associated with the vale.

The Company maintains a returns policy that atlows its U.S. pharmaceutical customers to return product within a specified pened prior to and subsequent to
the expiration date (generally, three 1o six menths before and 12

73



Lable of {ontent

months after product expiration). The estimate of the provisien for returns is based upon historical experience with actual returns. Additienally. the Company considers
factors such as fevely of inventory m the distribution channel, product daling and cxpiration perfod. whether products have been discontinued. entrance in the market of
generic or other competition, changes in formularies or launch of over-the-counter products, among others. The product returns provision for LS, pharmacceutical sales
as a pereentage of LS. net pharmacentical sales was 0.9% in 2021, 0.3% 1in 2020 and 1.0% in 2019, Outside of the U8, returns are only allowed in certain countries on
a limited basis.

Merck’s payment terms for U.S. pharmaceutical customers are typically 36 days trom receipt of inveice and for U.S. animal health customers are typically 30
days from receipt of iny o1ce; however, certamn products, including Kevirnda, have longer payment terms, some of which are up to 90 days. Outside of the LLS.. payment
terms are typicatly 30 days 1o 90 day s, although certain markets have longer payment terms.

Through its distribution programs with U.S. wholesalers, the Company encourages wholesalers to align purchiases with underlying demand and maintain
inventories below specified levels. The terms ot the programs allow the wholesalers to cam fees upon providing visibility into their inventory levels, as well as by
achieving certain performance parameters such as inventory management. customer service levels, reducing shortage claiins and reducing product retums. Information
provided throvgh the wholesaler distyibution programs includes items such as sales trends, mventery on-hand. on-order quantity and product returns.

Wholesalers generally provide only the above-mentioned data to the Company, as there is no regulatory requirement to repert lot level information to
manufacturers. which is the level of information needed to determine the remaining shelf hife and original sale date ef inventory. Given current wholesaler inventory
levels. which are generally less than a month. the Company believes that collection of order lot information across all whelesale customers would have limited use in
estimating sales discounts and returmy,

Inventories Produced in Preparation for Product Lawniches

The Compuny capitalizes inventories produced in preparation for product launches sufficient to support estimated nmtial market demand. Typically.
capitalization of such inventory does not begin until the relatedt product candidates are in Phasc 3 clinical trials and arc considered to have a high probability of
regulatery approval. The Company monitors the status of each respective product within the regulatory approval process: however. the Company generally does not
disclose specilic liming for regulatory approval. If the Company is aware of any specific risks ar contingencies other than the normal regulatory approval process or if
there are any specilic issues identitied during the research provess relating to salety, efficacy. manufacturing. marketing or labeling. the related inventory would
generally not be capitalized. Expiry dates of the inventory are affected by the stage of completion. The Company manages the fevels of inventory at each stage 1o
optimize the shelf life of the inventory in relation 1o anticipated market demand in order to avoid product expiry issues. For mventories that are capitalized. anticipated
future sales and shelf lives support the realization ot the inventory value as the inventory shelf life is sufficient to meet initial product launch requirements. Inventories
produced in preparation for product launches capitalized at December 31,2021 and 2020 were $256 miltion and $279 millon, respectively.

Contingencies and Environmental Lighilities

The Company is involved in various claims and legal proceedings of a nature considered normal to its business, including product liability, intellectual
properly and commercial litigation, us well as certain additional matters including governmental and environmental matters {sce Note 11 to the consolidated financial
statements). The Company records accruals for contingencies when it is probable that a liability has been incurred and the amount ¢an be reasonably estimated. These
accruals are adjusted periodically as assessments change or additional information becomes available. For product fiability claims, a portion of the overail accruul 1s
actuarially determined and considers such factors as past experience, number of ¢laims reported and estimates of cluims incurred but not yet reported. Individually
significant contingent losses are accrped when probable and reasenably estimable.

Legal defensc costs expected to be incurred in connection with a loss contingency are accrued when probable and reasonably estimable. Some of the
significant factors considered in the review of these legal defense reserves are as follows: the actual costs incurred by the Company: the development ol the Company s
legul defense strategy and structure in light of the scope of its litigation; the number of cases being brought against the Company; the costs and cutcomes of completed
trials and the most current information regarding anticipated timing, progression, and related costs of pre-trial activities and trials in the associated litigation. The amount
of legal defense
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reserves as of December 31, 202] and 2020 of approximately $230 million and $235 million. respectively. represents the Company’s best estimate of the minimum
amount of defense costs to be incurred 1n conneetion with 118 putstanding litigation; however, events such as additional trials and other events that could anse in the
course of its litigation vould affect the ultimate amount of legal defense costs to be incurred by the Company. The Cempany will continue to moenitor its legal defense
costs and review the adequacy of the assoviated rescrves and may determine 1o increase the reserves at any time in the future 1f, based upon the factors set forth. it
believes it would be appropriate to do so.

I'he Company and its subsidianes are parties to a number of proceedings brought under the Comprehensive Environmental Response, Compensation and
t.iability Act, commonly known as Superfund, and other federal and state cquivalents. When a legitimate claim for cuntribution is asserted. a liability is imtially acerued
hased upon the cstimated transaction costs to manage the site. Accruals are adjusted as site invesiggations. feasility studies and related cost assessments of remedial
techniques are completed. and as the extent to which other potentially responsible parties who may be jontly and severally liable can be expected to contribute 15
determined.

The Company is also remediating envirenmental contamination resulting from past industrial activity at certain of its sites and takes an active role in
identitving and accruing for these costs. In the past. Merck performed a worldwide survev to assess all sites lor potential contamination resulting from past indusiriat
activities. Where assessment indicated that physical investigation wus warranted, such investigation was performed. providing a better evaluation of the need for
remedial action. Where yuch newd was identitied, remedial action was then imitiated. As defininve information became available during the course of nvestipations
and or remedial efforts at each site. estirmates were refined and aceruals were established or adjusted accordingly. These estimates and related aceruals continue 10 he
refined annually.

The Comipany believes that there are no compliance issues associated with applicable environmental laws and regulations that would have a material adverse
effect on the Company. Expenditures for remediation and environmental habilities were $12 mullion in 2021 and are estimated to be $24 million in the aggregate lor the
years 2022 through 2626, [ management s opinton, the liabilities for all envirommental matters that are probable und reasonably estimable have been acerued and totaled
$40 million and S43 million ar December 31, 2021 and 2020, respectively. These liabiliies are undiscounted, do not consider potential recoveries from other parties and
will be paid out over the periods of remediation for the applicable sites. which are expecled to occur primarily aver the next 15 years. Althongh 1t is not possible o
predict with certamty the oufcome of these matters, or the sltimate costs of remediation, management does not behieve that 2ny reasonably possible expenditures that
may be incurred in cxeess of the liabilies accrued should exceed approximately 544 million in the aggregate. Management also does not belweve that these expenditures
should reselt in a material adverse effect on the Company s financial condition. results of operations or hguidity for any year.

Share-Based Compensation

The Company expenses all share-based payment awards to employees. including grants of stock options. over the requisite service period based vn the grant
date fair value of the awards, [he Company determunes the fair value of certain share-based awards using the Black-Scholes option-pricing model which uses both
tistoricat and current market data w estimate the fair value. This method incorporates various assumptions such as the rish-free interest rate, expected volatlity, expected
dividend yield and expected life of the options. Total pretax share-based compensation expense from continuing operations was $479 million in 2021, 8441 million in
2020 and S388 million in 2019, At December 31, 2021, there was $699 million of total pretaa unrecogmized compensation expense related 10 nonvested stock option,
restricted stock unit and performance share unit awards which will be recognized over @ weighted-average period of 1.9 vears. For scgment reporting, share-based
cowpensation costs are wnallocated expenses.

Densians and (ther Postretirement Berefic Plans

Net periodic benefit cost for pension plans totaked $74% million in 202 1. $450 miltion in 2020 and $134 million in 2019. Ner periodic benetit credit for other
postretirement benefit plans was $83 millien in 2021, $59 million in 2020 and $49 million in 2019. Pension aund other postretirement benefit plan information tor
financial reporting purposes is caleulated using actuarial assumptions including a discount rate for plan benefit obligations
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and an expected rate of Teturn on plan assets. The changes in net periodic benefit vost yeur over year for pension plans are attribulable 1o settlement charges incurred by
certam plans, as well as changes in the discount rate.

‘I'he Company reassesses its bencfit plan assumptions on a tegular basis. For both the pension and other postretirement benefit plans, the discount rate is
evaluated on measurement dates and modified to reflect the prevailing market rate of a portloho of high-quahty tixed-ineome debr instruments that would provide the
future cash flows needed to pay the benctits included 1 the benefit obligation as they come due. The discount rates for the Company’s U.S. pension and other
postretirement henefit plans ranged from 2.60% to 3.10% at December 31, 2021, compared with a range of 2. 10% to 2.80"; at December 31, 2020.

‘Ihe expected tate of return for both the pension and other postretirement benelit plans represents the sverage rate of return to be carned on plan asscts over
the period the benefits included in the benefit obligation are 1o be paid. In developing the expected rate of return, the Company considers long-term compound
annualized returns of historical market data. cutrent market conditions and actual returns on the Company’s plan assets. Using this reference information, the Company
develops forward-looking remarn expectations for sach assel category and a weighted-average expected long-termt rate of return for a target portfolio allocated across
these investment categories. The expected portfolio performance reflects the contribution of active management as appropriste. For 2022 the expected rate of return for
the Company's LS. pension and ofher postretirerment benef1t plans will be 6.70%, compared to 2 range of 6.50% to 6.70% in 2021

The Company has cstablished investment guidelmes for its U.S. pension and other postretirement plans to create an assct allocation that is expected to deliver
a rate of return sufficient fo meet the long-tert obligation ot each plan. given an acceptable level of risk. The target investment portfolio of the Company’s LS. pension
and other postretirement benefit plans is allocated 30% to 45% in LS. cquities. 15% to 30% In international cquities, 35% 10 45% in fixed-income investments, and up
0 5% in cash and other investments. The portfolio’s equity weighting is vonsistent with the long-term nature of the plans™ henefit obligations. The expected annual
standard deviation of returns of the target portfolio, which appreximates 11%. retlects both the equity allocation and the diversification benefits among the asset classes
in which the portfolio invests. For international pension plans, the targeted investment portfolio varies based on the duration of pension habdities and leeal government
rules and regulations. Although a significant percentage of plan asscts are invested in LS. equities, concentration risk is mitgated through the use of strategics that are
diversitied within management guidelines.

Actuarial assumptions are based upon management’s best estimates and judgment. A reasonably pessible change of plus (minus) 25 basis points in the
discount rate assumption, with other assumptions held constant, would have had an estimated $85 million favorable (unfaverable) impact on the Company's net periodic
benefit cost in 2021. A reasonably possible change of plus (minus) 25 basis pomts in the expected rate of return assumption, with other assumptions held constant, would
have had an estumated $58 million favorable (unfavorable) impact on Merck's net periodic henefit cost in 2021, Required funding obligations tor 2022 relating to the
C'ompany’s pension and other postretirement henetit plans are not expecled to be material. The preceding hypothetical changes in the discount rate and expected rate of
return assumptions would not impact the Company’s funding requirements.

Net loss amounts. which primarily retlect differences between expected and actual retums on plan assets as well as the effects of changes in actuarial
asswmptions, are recorded as a component ot AOCL. Expected returns for pension plans are based on a calculated market-related value of assets. Net koss amounts in
AQCL in excess of certain thresholds are amortized into net periodic benelit cost over the average remaining service life of employees.

Resiructuring Costs

Restructuring costs have been recorded m connection with restructuring programs designed to streamline the Company’s cost structure. As a result, the
Company has made estimates and judgments regarding its fature plans. including future termination benefits and vther exit costs to be incurred when the restructuring
actions take place. When accruing termination costs. the Company will recognize the amount within ¥ range of costs that is the best estimate within the range. When no
amount within the range is 2 better cstimate than any other amoeunt, the Company recognizes the minimum amount within the range. [n connection with these actions,
management also assesses the recos erubility of long-lived assets employed in the business. In certain instances. asset lives have been shortened based on changes in the
expected useful lives of the affected assets. Severance and other related costs are reflected within Resfructuring costs. Asset-related charges are reflected within Cosr of
sales, Selling, general and administrative expenses and Research and development expenses depending upon the nature of the asset.
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Impairments of Long-Lived Assets

The Company assesses changes in economic, regulatery and legal conditions and makes assumptions regarding estimated future cash [lows in evaluating the
value of the Company s property. plant and equipment, goedwill and other intangible assets.

The Company penodicully evaluates whether current facts or circumstances indicate that the carrying values of its long-lived assets to be held und used may
not be recuverable. If such circumstances are defermined to exist, an estimate of the undiscounted future cash flows of these assets, or appropriate assel groupings, is
compared to the camving value to determine whether an impairment exists. If the asset is determined to be impaired, the loss is measured based on the ditterence
Fetween the asset’s fair value and its carrying value. [T quoted market prices are not availuble, the Company will estimate fair value using a discounted value of estimated
future cash flows approach.

Goudwill represents the excess of the consideration transferred over the Fur value of net assets of businesses acquired Goodwill 12 assigned to reporting unirs
and evaluated for impairment on at Jeast an annual basts, or more frequently thimpairment indicators exist, by tirst assessing qualitative factors to determine whether it 1s
mote likely than not tiat the Tair value of 2 reporting unn is less than ats carrying amount. Some of the tactors considered n the assessment winclude general
macroeconomic conditions, conditions specific to the industry and market, cost [acters which could have a significant etfect on carnings or cash {lows, the overall
finaneial perfermance of the reporting unit, and whether there have been sustained declines m the Company™s share price. If the Company concludes it is more likely
than not that the fair value of a reporting unit is less than tts cartying amount, 2 quantitative fair value test s performed. 11 the carrying value of a reporting umt s greater
than its fair valug, u goodwill impairment charge will be recorded for the difference (up to the carrying value of goodwill).

(Mher acquired intangible assets (excluding JPR&D) are initially recorded at [air value. assigned an estimated usefu] life, and amertized primarily on a
straight-line basis over their estimated useful lives. When events or circumstances warrant a review, the Company will assess recoverability from future operafiens using
pretax undiscounted cash flows derived from the lowest appropriate asset groupings. Impairments are recognized in operating results 1o the extent that the carrying value
ol'the intangiblc asset exceeds its fair value, which is determined based on the net present value of estimated tisure cash flows.

IPR&D that the Company acquires in conjunction with the acquisition of a business represents the fair value assigned to incomplete research projects which.
al the time of acquisition. have not reached technological feasibility. The amounts are capitalized and accounted fur as indefinite-lived intangible assets. subject to
impairment testing until completion or abandonment of the projects. The Company cvaluates IPR& D for impairment at least annually, or more frequently it impairment
indicators exist, by performing a quantitative test that compares the fair value of the IPR&D intangible asset with its carrying value. For impairment festing purposes, the
Cumpany may combine separately recorded IPR&D intangible assets into one unit of account based on the relevant facts and circumstances. Generally, the Company
will cambine IPR&D intangible assets for testing purposes if they operate as a single assct and are essentially inseparable. [f the fair value 15 less than the carrying
amount, an impairment loss is recognized in operating results.

The judgments made in evaluating impairment of long-lived intangibles con materially affect the Company’s resuits of operations.

Taves on Income

The Company’s eftfective tax rate is based on pretax income. statutory tax rates and tax planning opportunitics available in the vanious jurisdictions in which
the Company operates. An estimated effective tax rate for a year is applied to the Company’s quarterly operating resubls. In the event that there is 4 signiticant vnusual or
one-time item recogiized, or expected to be recogmized, in the Company s quarterly operating results, the tax attributable to that item would be separately caleulated and
recorded at the same time as the unysual or one-time item. The Company considers the resolution of prior year tax matiers to be such items. Significant judgment s
required in determining the Company’s fax proviston and in evaluating is tax positions. The recognition and measurement of a tax position 1s based on management’s
hest judgment given the lacts, circumstances and information available a1 the reporting date. The Company evaluates tax posttions to determine whether the benetits of
tax positions are more likcly than not of being sustmined upon audit based on the technical merits of the tax
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posttion. For fux positions that are more likely thun not of being sustained upon audit, the Cempany recognizes the amount of the benefit that is greater ihan 50% likely
of bemng realized upon ultimate sedffement in the fnancial statements. For tax positions that are not more likely than not of being sustained upon audit, the Company docs
not recognize any penion of the benetit in the financial statements, 1¥ the more likely than not threshobd is not met in the petiod for which a tax position is taken, the
Company may subscquently recogmee the benefit of that tax position it the tax matter is effectively sctiled. the statute of limitations expires, or if the more likely than
not threshold 14 met i a subsequent period (see Note 16 1o the consolidated financial statements).

Tax regulattons require items to be included in the tax return at different times than the ttems are reflected in the financial statements. Timing differences
create deferred tax assets and labilities. Deterred tax assets generally represent items that can be used as a tax deduction or eredin in the tax return in future years for
which the Company has alrcady recorded the tax benefit in the lInancial statements. [he Company establishes valuation allowances for its deferred 1ax assets when the
amount of expected future taxable income is not likely 1o support the use of the deduction or credit. Deferred tax ligbilitics gencrally represent tax expense recognized in
the financial statements for which payment has been deferred or expense for which the Company has alreudy taken a deduction on the tax return, but has not yet
recognized as expense in the financial statements.

Recently Issued Accounting Standards

For a discussien ot recently 1ssucd accounting standards. sec Note 2 to the consohidated financial statements.

Cautionary Factors That May Affect Future Results

Thus report and other written reports and oral statements made from time o tme by the Company may contain so-called “forward-looking statements,” all of’
which are based on management’s current expectations and are subjoct to risks and unecnainties which may cause resubts to differ materially from those set forth in the
statements. One can identtly these forward-looking statements by their use of words such as “anticipates,” “expeets,” “plans,” “will,” “estimates.” “forecasts,” “projects”
and other words of similar meaning, or negative variations of any of the foregoing. One can also identify them by the fact that they do not relate strictly to historical or
current facts. These statements are likely to address the Company’s growth strategy, tinancial results, product approvals, product potential, development programs,
environmental or other sustainahility initiatives, and melude statements related to the expected impact of the COVID- 19 pandemic. One must carefully consider any such
statement and should understand that many factors could cause actual results to differ materially from the Company s forward-looking statements. These factors include
inaccarate assumptions and a broad varicty of other risks and uncertainties. including some that are known and some that are not. No forward-looking statement can b
guaranteed and actual Future results may vary materially.

The Company dees rot assume the obligation to update any forward-looking statement. One should carefully evaluate such statemnents in light of factors.
including risk tactors. described in the Company’s filings with the Securitics and Exchange Commission, especially on this Form 10-X und Forms 10-Q and §-K. In
[tem 1A “Risk Factors™ of this annual report on Form 10-K the Company discusses in more detail varicus important risk factors that could cause actual results to differ
from expected or histone results. The Company notes these factors for investors as permitted by the Private Securities Litigation Reform Act of 1995, OQne should
understand that 1t 15 not passible to predict or identify all such factors. Consequently, the teader should not consider any such list 1o be a complete statement of all
potential risks or uncertaintivs.

Item 7A. Quantitative and Qualitative Disclosures aboutl Market Risk.

The information required by this Item s incorporated by reference to (he discussion under “Financial Instruments Market Risk Disclosures™ in Item 7.
“Munagement's Discussion and Analysis of Financial Condition and Results of Operations.”™
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Item 8. Financia] Statements and Supplementary Daia.

(a) Financial Statements

The consolidated balance sheet of Merck & Cu., Inc. and subsidiaries as of December 31, 2021 and 2020. and 1he related consolidated statements of income, of
comprehensive meome, of equity and of cash tlows for each of the three years m the period ended December 31, 2021, the nutes to consolidated financial statements. and
the seport dated February 25, 2022 ot PricewatethouseCoopers 1.1P, independent registered public accounting firm, are as follow

Consolidated Siatement of Income
Merek & Co.. Inc. and Subsidiarics
Yeurs Ended Decenbey 31

{8 in milhons excepd per share amounis)

2021 2020 2019
Sales $ 48,704 % 41518 3§ 39,121
Costs, Expenses and Other
Cost of sales 13.626 13.618 12016
Selling. general and adminsstratine 9.634 K055 9.45%
Research and development 12,245 13.397 9724
Restruclunmg cosis 061 373 626
Other (mcome} expense, aet {1,341} (Ru0) 129
34,828 33,655 31,950
Ineome from Continmag Operations Belore Taxes 13,879 5,863 7.171
Taxer on ncome trom Continung Cyperations 1,521 1,340 1,505
Net Income from Cunlir\uing Operahons 12,358 4,521 5,606
1 asy: Net Incume (Loss) Aunbutable to Nonconttolling Interests 13 4 (Bt
Net Income frem Continuing Operations Attributable to Merck & Co |, Inc. 12.345 4519 5,690
Income from Discontinued Operations, Net of Taxes and Amnounts Attiihutable to Noncontolling Interests 704 2,548 4153
Net Tncome Attributable to Merck & Ca., Inc. $ 13,049 g 7067 % 0,843
Basic Earmings per Common Share Attributable 1o Merek & Co., Inc. Common Shareholders
Income frem Continuing Operations 3 488 3 179 % 222
Income fiom Dicontimyed Operations .28 101 .62
Net Income % 5.16 % 279 % 3.84
Earnings per Common Share Assuming Dilution Atiributable to Merck & Co., Ine. Common Sharcholders
Income from Cuntmuing Operahons $ 486 § 1.78 % 2.21
Inceme from Miscontinued Operations 0.2% 1.0 .61
Net Income 5 514 % 278 % 381
Consolidated Statement of Comprehensive Income
Merck & Co., [ne. and Subsidiarices
Years Ended December 31
(8 in millions)
2021 2020 2019
Net Income Attributabie 1o Merck & Co., Inc. $ 13,04% § 7067 § 9843
Other Comprehensive Incoime ( Loss) Net of Taxes:
Net unrealized gain ¢loss) on derivatives, net of reclassifications 410 (297) (135)
Net unrealired (1uss) gain on investments, net of reclassifications — (18) 96
Benefit plan net gain {Joss) and prior service credit {tost), net of amortization 1,769 (279} (70%)
Cumulative ranslation adjnstment {423) 133 96
1,756 {441) {648}
Comprehensive Income Attributable to Merck & Co., [nc. b 14,805 3 6,626 § 9.195

The accomparving rotes are an integral part of these consolidated financial statements.
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Consolidated Balance Sheet

Merck & Co.. Inc. and Subsidiaries
December 31

(8 in miflions except per share anotoits)

2021 2020
Assets
Current Assets
Cash and cash equivalents 8,096 § 8,050
Accounts receivable inet of allowance fur doubtfil accounts of $62 in 2021
and $67 in 2020} 9,230 6,803
Inventories (excludes inventories of 52,194 in 2021 and $2.U 40 10 2020
classified m Other assels - see Nowe §) 5,953 5,554
Chher cwrent assets 6,987 1674
Cutrent ssets of discontinucd operations — 2683
Total current assers 30,266 27.764
Investments 370 785
Propurty, Plant and Equipnicnt {at cost)
Land 326 336
Buildings 12,529 11.995
Machmery. cquipment and office furnishings 16,303 15,864
Construction in pregress 8313 H.968
37471 35,162
Less: aceumulated depreciation 18,192 18.162
19279 17,000
Guoodwill 21,264 18,882
Othey Intangibles, Net 22,933 14,101
Other Assets 11,582 Y.RE1
Napcurrent Assets of Discontinued Operatigns — 3,175
105,694 § G1.58%
Liabilities and Equity
Currentt Liabilitics
Loans payable and curtent portion of long-term debt 2412 % 6431
Trade accounts payable 4,609 4.327
Accrued and other current habilitics 13,859 12212
Income taxes payable 1,224 1.597
Ihvidends payable 1,768 i.074
Current habilities of dicontinued operations — 1,086
Total current liabilities 23,872 27327
Long- I'ern Debt 30.690 25360
Deterred Income Taxes 3.441 1,005
Other Noncwrent Laahiliries 9,434 12,306
Noncurrent Liabilities of Discontinued Operations — 186
Merck & Co., Inc. Stackholders’ Equity
Comnion stock, 3U.5¢ par value
Authenized - 6.500,000.000 sharcs
Issued - 3,577.103,522 shares 1n 2021 apd 2020 1,788 1.788
(rher paid-in capital 44,238 39.588
Retained camings 53,696 47362
Accumulated other comprehensive loss (4.429) (6,634)
95,293 32,104
Less ireasury stock. at cost: 1049.499.023 shares in 2021 and 1.046.877.695 shares in 2020 37,109 36.787
Total Merck & Co., Inc ~tockholders” equity 38,184 25317
Nonceontrolling Inierests 73 47
Total equity 18,257 25404
105,694 § 91.58%

The accompanying notes ave an integral part of this consolidated financial statement.
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Consolidated Siatement of Equity
Merch & Co., Ine. and Subsidiaries
Years Ended December 31

(5 in millions except per share amounts)

Avcomulsted
Uther Now-
Common Paid-In Retained Comprehensive Treasury contrHling
Stock Capita] Earnings Laxs Stock Interesis Total
Balance January 1. 2019 $1.78% % IREL 8 42,579 § {3,5459) (50.929) § 181 26,882
Net ineoni attributable to Aerck & Co | Ine - 4,843 — - 9.843
Other comprehensive loss, net of axes - — 164K} - —- (64Ry
Cash dividends declared on commoen stock (52,26 per shawe) - {5820 - (5,120}
Treasury stock shares purchascd — 1 i) — (5.760) — (4.760Y
Net loss attributable to noncontzolling umerests — — - i66 thiny
Distributivns attributable to noncontrelling mieresis — - — — 211 (21
Share-based compensation plans and other — (148} — 759 — 01l
Balance December 31, 2019 1,78% 35,660 36,602 (6,193} {535.950) 54 26,001
Net incotng attrtbutable to Merck & (o e — - T067 - — 7067
Other comprehensive less, net of taxcs — - — (341) — — (441
Cush dis idends declured on common stock 432 I per share) -— 16,307} - - — (6,307
Ticasury stock sharcs purchased — — — {L.281 — (1L,281)
Net income attithutable 10 noncontrolling intes ests — - 15 15
Dustributions attributable to noncontrolling mterests — — — — — {22 N
Share-basud compensation plans and other {72) — A4 — 372
Balance December 31, 2020 1,788 39588 F7362 (6,634) (56.787) 87 25,403
Net incame attributable to Merck & Cou Ine, —_ — 13,049 — —_ — 13,049
(Mher comprehensive ineome. net of taxes — — — 1,756 — — L756
Cash dividends declared on cofpmon steck ($2.64 per share) —_ — (4.715} — — —_ (5,715
Treasury stuck shares purchased — —_ — —_ {840y — [£.2 1))
Spin-uft of Grganen & Co. — 4.643% —_— 449 — {1 5091
[Net income attributable to nencontrolling interests — —_— _ —_— —_ 16 i6
Distributions attributable te noncontrolling inlerests —_ — — — —_ {291 29
Share-based compensation plans and other — 7 — — S1% 525
Balance Decemnber 31, 2021 $ 1788 % 44,238 S 5369 8 {4.419) 187, 109) % 73 AR.257

The uccampanving notes ave an integral part of s consolideted financial statement,
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Consolidated Statement of Cash Flows
Merck & Co.. [nc. and Subsidiaries
Years Ended December 31

(5 in millions)

2021 2020 20014
A HI ST MO ReTling et a0, CHainHIn s O g rathmnsy
Net income fiom contisuing opevations 5 EZ A5 45008 S olis
Adustmentsie reconcile ned imcome] fom conlinuineencilioas[ie seleasl proyided by opezding st bes ol connuual aperiems
Amportization Lele oS
Intunggibohe assct impairment charges w2 1o
) : 11940 (170)
1558 — —
ity fonthoe, — Lokl —
Charge Jou the acguisition of Peloten Therapeutics, Lnc. — _ g
hare-based compensalon 4 -1 3N
805 1.iwd A5
et changes in assets and liahilities.
invenlories 1673} Fhasy [RERH
Accrucd and othar cunent Rabiiiticy 7 01,132 s
Noncurment liabilines . ELE] (A17Y [RERS}
(1 thery (1.758) 124330 70
Net Cash Frovided by Opemting Actwvitics of Continuing Cpemsons 13,122 rol? LR
Wctivitied,of Gonlinwing O perativns)
Capital expenditures (4145} A2 361y
Purchases ol secyrities oud other invesimenty " s 13,203
1026 2312 8,522
(11,174} - -
11,5543 - —
— 12,0800 —
&:‘_qw‘sillml o ALl 2y Inc — 12,5451
Acguisition of Aniclliy Corpurstiun, et of cash acgqur — - (3,620
Acquisition,ofj Peloton)CerupeutieyAing Fnetof cash acquirad — - - CLD40}
{iher acquisitiony, net of cash acquired a9 §1,n% $204%
Lthery [CIH 125 374
Wet Cash Used in Investing Activitics of Cantinuing Operistiony (16421} it 193 (2.52;
CosHRRE T Kinancing A tviGis oL Contnuiog Uperations
Net change in shori-ferm borrowings (3,980} 2589 R
Proceads fram issnance of debt T93% Fe T R
DB TN O! R oy 9,000 - —
Purchases of treasery atuck FLED) 112611 [C T
Procceds from exviene of stuck wptions 2 i 3Rt
1286} 1438) 5
3007 [T {K.Rpl}
w7 1ain 4 550
1134y (250} (100
Ne1 eash vsed ie Iaticing ac (504} — —
Net Cash Flows Provided by Tigconimued Operations 9 2.iRA 4456
Flieut of Exclange Bote Chattxes on C adl, Cosh Equivalenis and Reminicied Cush (133 53 L7
Net Inerease [Decrease) tn Cach, Cash Byuivalents and Restricted (lash 14 {1,764 96T
Cash. Cash B quivalents and Restricted Cash at Begimning of Yean finciuades 9103 of restneted eazh at Janvary | 2021 ieladed oo Othor Assets - see Note 7Y K15} EASE) TueT
Loss- Cash and cash equinalents related to discontimued eperaions — 12 —
(av. € ash gui olen § and Restzicted Cash @t End el Yedr fincludes $71 ol sesinaied vl & December 3 2021 mcluced 0 Other Assels - see Nule T ¥ H1A7 A,13% € ERAL]

The accompanying notes are an integral part of this consolidated financial statement.
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Notes to Consolidated Financial Statements
Merck & Co.. [nc. and Subsidiaries

(S in millions except per share amoutiits)

1.  Nature of Operations

Merck & Co., Ine. (Merck or the Company) 15 a globul health care company that delivers innovative health selutions through its prescription medicines,
vacelnes. biologic therapies and animal heaith products. The Company’s operations are principally managed on a products basis and include two operating segments,
which are the Pharmaceulical and Animal Health segments, both of which are reportable segments.

The Pharmaceutical segment includes human bealth phannaceatical and vaccine products. Human health pharmaceutical products consist ot therapeutic and
preventive agents, generally sold by prescription, for the treatment of humun disorders. The Company sells these human health pharmacewtical products primarily to drug
wholesalers and retaders, hospitals, government agencies and munaged health care providers such as health maintenance organizations, pharmacy benefit managers and
other Institutions. Human health vacemne products consist of presentive pediatric, adolescent and adult vaceines. The Company sefls these human healih vacewnes
primarily to physicians. wholesalers, physician distributors and government entities.

The Animal Health segment discovers. develops, manufacturcs and markets a wide range of veterinary pharmaccuticl and vaceine products, as well as hcalth
management solutions and sen ices, for the prevention, freatment and control of discase in all major livestock and companion animal species. The Company also offers
an eatensive suite of digitally connected identification, traceability and monitoring products. The Company sells its products to velerinarians, distributors and animal
producers.

The Company previously had o 1lealtheare Services segment that provided services and solutions focused on engagement, health analyrics and clinical
services to improve the value of care delivered to patients. The Company divested the remaining businesses i this segment during the first quarter of 2020.

Spin-Off of Organon & Co.

On June 2. 2021, Mcrek completed the spin-off of products from its women's health, biesimilars and established brands businesses into a new, independent,
publicly traded company named Organon & Co. (Qrganon) through a distribution of Organon’s publicly traded stock to Company shareholders. ‘The distribution is
expected to qualifly and has been treated as tax-fiee to the Company and its sharcholders for U.S. federal income tax purposes. The established brands included in the
transaction consisted of dermatology, hon-opioid pan management, respiratory. sclect cardiovascular produets, as well as the rest of Merck's diversified brands
[ranchise. Merck's existing research pipeline programs comtinue to be owned and developed within Merck as planned. The historical results of the businesses that were
contributed to Organon in the spin-off have been reflected as discontinued operations in the Company's consolidated financial statements through the date of the spin-oft’
{see Note 3).

2. Summary of Accounting Palicies

Principles of Consolidation The consolidaied financial statements include the accounts of the Company and all of its subsidiaries in which a controlling
intzrest is mainfained. Intercompany balances and transactions are eliminated. Controlting interest is determined by majority ownership intercst and the absence of
substantive third-party participating rights or, in the case of variable interest entities, by majority exposure tv expecied losses, residual retums or both. For those
consolidated substdiarics where Merck ownership is less than 100%, the outside sharcholders® inmterests arc shown as Noacontrolling interesis in equity. Investments in
affiliates over which the Company has significant influence but net a controlling intercst, such as interests in entities owned equally by the Company and a third party
that are under shared control, are carried on the eyuity basis.

Acquusitions  In a business combination, the acquisition method of accounting requires that the assets acquired and liabilitics assumed be recorded 2s of the
date of the acquisition at their respective fair values with Imited exceptions. Assets acquired and liabilitics assumed in a business combination that arise from
contingencies are generally recognized at fair value. I fair value cannot be determined, the asset or liability 18 recogmzed if probable and reagsonably estimable; 1f these
criteria are not met. no asset or liability is recognized. Fair value is
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defined as the exchange price that would be received for an asset or paid o transter a liability {un exit price} in the principal ot most advantapgeous market for the asset or
liability in an orderly transaction between markel participants on the measurement date. Accordingly, the Compuny may be required 1o value assers at fair value
measures that do not reflect the Company s intended use of those assets. Any excess of the purchasc price {consideration fransferred) over the estimated fair values of net
assets acquired is recorded as goodwill Transaction costs and costs to restructure the acquired company are expensed as incurred. The operating results of the acquired
business are reflected in the Company”s consolidated financial statements after the date ot the acquisitien. 1f ihe Company determines the assets acquired do not mect the
definition of a business under the acquisjtion method of accounting, the transaction will be accounted for as an acquisition of assets rather than a business combination
and, therefore, no goodwill wiil he recorded. In an asset acquisiion. acquired in-process research and development (IPR&DY with no alternatise future use 1s charged to
expense and contingent consideration is not recognized at the acquisition date.

Foreign Currency Translation — The net assets of international subsidiaries where the local currencies have been detenmaned to be the functional currencies
are ranslated into U8 dollars using current exchange rates. The US. doliar etfects that arise [Tom translating the net assels of these subsidiuries at changing rates are
recorded 1n the foreign currency ranslation account, which is included in Accumidated other comprehensive toss (AOCL) and reflected as a separate component of
equity. For thoxe subsidiaries that operate in highly inflationary ccomomies and for those subsidiaries where the ULS. dollar has been detenmuned to be the funetional
CUrTencyY. non-menetary foreign curmency assets and liabilities are translated using historical rates. while monctary asscts and liabilities are translated at current rates,
with the 1J.5. dollar effects of rate chunges included in Other (income) expense, itet.

Cash Equuvalenis Cash equivalents are comprised of certain highly Liquid investrments with original maturities of less than three months.

Deventories — Inventones are valued at the lower of cost or net realizable value. The cost of a substantial majonty ot 1LS. pharmaceutical and vaceine
inventories i determined using the Jast-in, first-cut |LLIFQ) method for both tinancial reperting and tax purposcs. The cost of all other inventories is determined using the
first-in, first-out (F1IFOQ) method. [nventories consist of currently marketed products, as well as certain inventories produced in preparatien for produet launches that are
considered to have a high probability of regulatory approval. In evaluating the recoverability of inventories produced m preparation for product launches, the Company
considers the likelihood that rev enue will be obtained from the future sale of the related inventory together with the status of the produet within the regulatory approval
process.

fnvestments  Investments in marketable debt securities classified as available-for-sale are reported at fair value. Fair values of the Company s investments
in marketable debt securities are determined using quoted market prices in active markets for identical assets or liabilities or quoted prices tor similar assels or liabilities
or other inputs that are observable or can be comroborated by observable market data for substantially the full term of the assets or liabilities. Changes in fair value that
are notl tmpairment related are repotted net of taxes in Qther Comprehensive Income (OCI. The Company considers available evidence in cvaluating potential
impairments of ifs mvestments in markerable debt securities, including the extent to which fair value is less than cost, whether an ellowance for credit loss is required, as
well as adverse factors that could aftect the value of the securities. An impairment has vecurred if the Company does not expect (o recover the entire amertized cost basis
of the marketable debt security. [F the Company does not intend to sell the impaired debt security. and it is not more likely thun not it will be required fo sell (he debt
security before the recovery of its amortized cost basis, the amount of the impairment recognized in eamnings. recorded in Other (income) expense. set is limited 1o the
portion attributed to credit loss. The remaining portion of the impairment related to other factors is recognized in ()C/. Realized gains and josses for debt securities are
included in Other (inconte) expense, net.

Imvestments tn publicly traded equity sccurities are reported at fair value determined using quoted market prices in active markets for identical assets or
guoted prices tor similar assets ot other inputs that arc observable or can be corroborated by observable market data. Changes in fair value are included in Other (income)
expense. aet. Unrealized gains and losses frem mvestments that are directly owned are determined at the end of the reporting period. Gains and Tosses from ownership
imerests in investment funds. which are accounted for as equity method investments. are reported on a one quurter lag. [nvesiments in equity secunties without readify
deternminabie fair values are recorded at cost. plus or minus subsequent observable price changes in erderly transactions for identieal
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or similar investments. minus impaitments. Such adjustments are recognized in Other (income) expense, net. Realized pains and losses for equity securities are included
i Other (income) expense, net.

Revenue Recognition - Recognition of revenue requires evidence of a contract, probable collection of sales procecds and completion of substantially all
performance obligations. Merck acts as the principal in substantially all ol its customer amrangements and thercfore records revenue on a gross busis. The majority of the
Company’s conlracts related to the Pharmaceutical and Animal Health segments have a single performance obligation - the promise 1o transfer goods. Shipping is
considered immaterial in the context of the overall customer amangement and damages or loss of goouds in transit are tare. Therefore, shipping is not deemed a separately
recagnized performance obligation.

The vast majority of revenues (rom sales of products ate recognized at a point in time when control of the goods 1s translerred to the customer, which the
Company has determuimed is when title and risks and rewards of ownership tfransfer to the customer and the Company is entitled to payment. The Company recognizes
revenue trom the sales of vaccines to the Federal government for placement into saceine stochpiles in accordance with Securities and Exchange Commission (SEC)
[nterprevation, Commission Guidunce Regarding Accounting for Sates of Vaceines and BioTervor Countermeasures 1o the Federal Government for Placement into the
Pediuiric Vaceine Stockmle or the Strategic National Stockpile. This interpretation atlows companies to recogmize revenue for sales of vaccines into ULS. government
stockpiles even though these sales might not meet the enteria for revenue recognition under other zceounting guidance. Some custumers have bill-and-hold arrangements
with the Company. Revenue for Will-and-hold arrangements is recognized when control transfers to the customer even though the customer docs not yet have physical
possession of the goods. Control transfers when the bill-and-hold arrangement has been requested by the customer, the product is identified as belonging te the customer
and 1s ready tor physical ransfer, the product cannot be directed for use by anyone but the customer and. in certamn circumstances. the customer has inspected and
accepted the product at the Company's facility. For certain services in the Animal Health segrent, revenue is recogniged over time, generally ratably over the contract
term as services are provided. These service revenues are not malerial.

The nature of the Company's business gives risc to several types of variable consideration including discounts and returns, which are estimated at the time of
sale generally using the expected value method, although the most likely amount method is used for prompt pay discounts.

In the U.S.. sales discounts are issued to customers at the point-of-sale, through an intermediary whelesaler (known as chargebacks). or in the form of rebates.
Additionally, sales are generally made with a limited right of retumy under certain conditions. Revenues are recorded net of provisions for sales discounts and returns.
which are established at the time ot sale. In addition. if coilection of accounts receivable is expected 1o be in excess of one year, sales are recorded net of time value of
money discounts, which have not been matenial.

The U.S. provision for aggregate customer discounts covering chargebacks and rebates was S12.3 billion in 2621, $11.4 billion in 2024 and $9.9 billion in
2019, Chargcbacks are discounts that occur when a contracted cusiomer purchases through an intermediary wholesaler. The contracted customer generally purchases
product from the wholesaler at its contracted price plus a mark-up. The whelesaler, in tumn, charges the Company back tor the difference between the price initially paid
by the wholesaler and the conttact price paid to the wholesaler by the customer. The provisien for chargebacks is bascd on expected sell-through levels by the
Comparny s wholesale customers to contracted customers, as well as estimated wholesaler inventory levels. Rebates are amounts owed based upon definitive contractual
agreements or legal requirements with private sector and public sector (Medicaid and Medicare Pant D) benefit providers after the final dispensing of the product to a
benefit plan participant. The prevision for rebates is based on expected patient usage. as well as mnventory levels in the distribution channel to determine the centractual
obligation to the benefit providers. The Company uses historical customer segment utilization mix. sales forecasts, changes to product mix and price. inventory levels in
the distribution channel, yovernment pricing calculations and prior payment history in vrder o estimate the expecied provision. Amounts acerued for aggregate customer
discounts are evalualed on a quarlerly basis through comparison of information provided by the wholesalers, health mainienance organizations. pharmacy benefnt
managers. federal and state agencies. and other customers to the amounts accrued. The accrued balances relative to the provisions for chargebacks and rebates included
i Aceoiehts receivable and decrned and vther current Habilities were $207
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million and $2.6 billien. respectively. at December 31, 2021 and were $208 million and 32.6 billion, respectively, at December 31, 2020,

Qutside of the U.S., variable consideration in the form of discounts and rebates are a combination of commerciatly-driven discounts i highly competitive
product classes, discounts required to gain or maintain reimbursement, or legislatively mandated rebates, [n certain European ceuntries. egisatively mandated rebates
are caleulated based on an estimate of the government’s total unbudgeted spending and the Company’s speaific payback obligation. Rebates may alse be required based
on spectfic product sales thresholds. The Company applies an estimated factor against is actual invoiced sales 10 represent the expected level of future discount or rebate
obligations associated with the sale.

The Company maintains a returns policy that allows its 1S, pharmaceutical customers to return product within a specified period prior 1o and subsequent to
the expiration date {gencrally, 1hree to six months before and 12 months after preduct ¢xpiration). The cstmate of the provision for returns is based upon historical
experience with actual returns. Additionally, the Company considers factors such as levels of Inventory in the distibution channel, product dating and cxpiration period,
whether products have been discontinued, entrance in the market of generic or other competition. changes in formularies or launch of over-the-counter products, among
others. Outside of the U.S., returns are only allpwed in certsin countries on a limited busts,

Merck's payment terms for 1S, pharmaceutical customers are typicully 36 days [rom receipt of invoice and for U.S. animal health customers are typically 30
days from receipt of invoice; however, certain products, including Keyrruda. have longer payment terms, some of which are up 10 90 days. Outside of the LS., payment
terms are typically 30 days t6 90 days, althoagh certin markets have longer payment terms.

Sec Note 19 lor disageregated revenue diselosures.

Depreciation —— Depreciation is provided over the estimated useful lives ol the assets, principally wsing the straighi-line method. For tax purposes.
accelerated tax methods are used. The estimated useful lives primarily range from 25 te 45 years for Buifdings. and from 3 to |5 vears for Machinery, eqinpnent and
affice furnishings. Depreciation expense was $1.6 billion in 2021, $1.7 billion in 2020 and $1.6 billion in 2019.

Advertising and Promotion Costs - Advenising and promotion costs are expensed as incuwrred. [he Company recorded advertising and promotion expenses
e $2.0 billion in 2021, $1.8 billion in 2020 and $1.9 hilhon in 2014

Saftware Capitalizafion The Company capitalizes certain costs incurred in connection with obtaining or developing intemal-use software including
external direct costs of waterial and services. and pavroll costs for employees directly involved with the software development. These costs are included in Properry,
plunt and equipmen. In addition, the Company capitalizes verfain costs incurred to implement a cloud computing arrangement that is considered a service agreement.
which are included in Other Assers. Capitalized software costs are being amortized over periods ranging from 3 to 10 years. with the longer lives generally associated
with enterprise-wide projects implemented over multiple years. Costs incurred during the preliminary project stage and post-implementation stage, as well as
maintenance and fraimmng costs, are expensed as incuired.

Gaodwill  Goodwill represents the excess of the consideration transferred over the {air value of net assets of busiesses acquired. Goodwill is assigned to
reporting umits and evaluated for impairment on at least an annual basis. or mare frequently if imparrment indicators exast, by first assessing qualitative lactors to
determine whether it is more likely than not that the fair value of a reporting unit 13 less than its carrying amount. 1f the Company concludes it is more likely than not that
the tair value of a reporting unit 1s kess than its carrying amount, a quantitative fair value test is performed. It the carrying value of a reporting umit is greater than 1ts far
value. a goodwill impaiement charge will be recorded for the difference (up to the carrying value of goodwill).

Acquired Intangibles  Acquired intangibles include products and product rights. trade names and patents. licenses and other. which are initially recorded at
fuir value, assigned an cstimated useful life, and amortized primarily on a straight-line basis over their estimated useful lives ranging from 2 1o 24 years. The Company
periodically evaluates whether current facts or circumstunces indicate that the carnying values of its acquired intangibles may not be recoverable. If such circumstances
are determined to exist, an estimate of the undiscounted
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future cash flows of these assets, or appropriate asset groupings, (s compared to the carrying value to detetmine whether an impairment exists. If the asset is determined
to be impaired, the loss is measured bascd on e difference between the carrying value of the intangible asset and its fair value, which is determined based on the net
present value of estimated future cash flows.

dcquired In-Process Research and Developsent - IPR&D that the Company acquires in conpunction with the acquisition of a business represents the fair
value assigned to incomplete research projects which. at the time of acquisition, have not reached technological feasibility. The amounts are capitalized and ure
accounted for as indefinite-lived imungible assets, subject to impairment testing until completion or abandonment of the projects. Upon successful completion of each
[PR&D project, Merck will make a determination as to the then-vseful life ol the imangible asset. generally determined by the penod in which the substantial majority of
the cash flows are expecied 1o be generated, and begin amortization. The Company evaluates [PR&D for impaimment at least annually, or mere frequently 1f impairment
mdicators exist. by performing a quantitative test that compares the fair value of the IPR&D intangible assct with its carrying value, If the fair value is less than the
carrying amount. an impairment loss is revognized n operating results.

Conttngent Considerdarion — Certain of the Company’s acquisitions involve the potenrial for future payment of consideration that is contingent upen the
achievement of performance milesiones. including product development milestones and royalty payments on future product sales. If the frunsaction is accounted for as u
business combination, the fair value of contingeni consideration habilities is determined at the acquisition date using unobservable inputs. These inputs include the
estunated amount and tinung of projected cash tlows, the probabulity of success (achievement of the cantingent esent) and the risk-adjusted discount rate used to present
value the probability-weighted cash flows. Subsequent to the acquisition date, at cach reporting peried until the contingency is resolved, the contingent consideration
liability is remeasured at current fair value with changes (either expense or income} recorded in earnings. Significant events that increase or decrease the probability of
achieving development and regulatory milestones or that increase or decrease projected cash flows will resull in corresponding increases or decreases in the fair values of
the related contingent consideration obligations. I the transaction is accounted for us an acquisitien of an asset rather than a business. contingent consideration 1s nol
recognized at the acquisition date. In these instances, product development milestones are recognized upon achievement and sales-based milestones are recognized when
the milestone is deemed probable by the Company of being achieved.

Research and Development - - Research and development is expensed as imcurred. Nonrefundable advance payments for goeds and scrvices that will be used
in futnre rescarch and development activitics are expensed when the activity has been performed or when the goods have been received rather than when the payment is
made. Rescarch snd development cxpenses inciude restiucturing costs and IPR&D impainnent charges. In addition. rescarch and development cxpenses include expense
or income related to changes in the estimated fair value measurenent of liabilitics for contingent consideration associated with IPR&D assets. Rescarch and development
expenses also include upfront and milestone payments related to asset acquisitions and licensing transactions invelving clinical development programs that have not yet
reeeived regulatery approsal.

Collahorative Arrangements — Merck has entered mto collaborative arrangements that provide the Company with varving nghts o develop, produce and
market products topether with s colluborative partners. When Merck is the principal on sales transactions with third parties. the Company recognizes sales. cost of sales
and selling, general and administrative expenses on u gross basis. Profit sharing amounts it pays to its collaborative partners are recorded within Cost of sales. When the
collaborative partner is the principal on sales transactions with third parties, the Compuny reeords profit shanng armounts received from its collaborative partners as
alliance revenue (within Safes). Alliance revenue is recorded net of cost of sales and includes an adjustment to share commercialization costs between the partners in
aecordance with the collaboration agreement. ‘I he adjustment is determined by comparing the commercialization costs Merck has incurred directly and reported within
Selling, general and administrative expenses with the costs the collaborative partner has incurred. Research and development costs Merck incurs related to collaberations
are recorded within Research and development expenses. Cost reimbursements 1o the collaborative parmer or payments received from the collaborative partner 1o share
these costs pursuant to the terms of the collaboration agreements are recorded as increases or decreases to Revearch and development expenses.
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In addition. the tenns of the collaboration agreements may require the Company to make payments based upon the achievement of certain developmental,
regulatory approval or commercial milestones. Uplront and milestone payments payable by Merck to collaborative partners prior to regulatory approval are expensed as
incurred and included 1n Research and developiment expenses. Payments due to collaborative partners upon or subsequent to regulatory approval are capitalized and
amortized over the estimated useful life of the corresponding infangible assct to Cost of sales provided that tuture cash flows support the amounts capitalized. Sales-
based milestoncs payable by Merck to collaborative partners are accrued and capitalized, subject to cumulative amortization catch-up, when probable of being achivved.
The amortization catch-up is ealeulated cither from the sime of the first regulatory approval for indicatiens that were unapproved at the time the collaboration was
formed, or from time of the formation of the collaboration for approsved products. The related intangible assct that 15 recognized is amortized to Cost of sales over its
remnaining useful life, subjcet 1o impairment testing.

Shure-Bused Compensation — The Company expenses ali share-based puyntents to employees over the requisite service period based on the grant-date fair
value of the awards.

Reshructuring Costs - The Company records liabilities for costs associated with exut or disposal activities in the pened i which the liability 15 ncurred. In
accordance with existing benefit arrangements, employee termination costs are accrued when the restructuring actions are probable and estimable. When aceruing these
costs. the Company will recognize the amount withun a range of costs that is the best estimate within the range. When no amount within the range is a better estimaie
than any other ameunt, the Company recognizes the minimum amount within the range. Costs for one-time termination benefits i which the employee is required to
render service until termination n order to receive the bencfits arc recognized ratably uver the tuture service period.

Contingencies and Legal Defense Costs The Company records accruals for contingencies and legal defense costs expected to be incurred in connection
with a loss contingency when it is probable that a liabtlity has been incurred and the amount can be reasonably estimated.

Taves on Jncome — Deferred taxes are recognized for the future tax elfects of temporary differences between financial and income tax reporting based on
enacled tax laws and rates. The Company evaluates tax posilions to determine whether the benefits of tax positions are more likely than not of being sustamned upon audit
based on the technical metits of the tax posiion. For tax posttions that are more likely than not of being sustained upon audit. the Company recognizes the amount of the
henetit that is greater than 50% likely of being realized upon ultimate sceitlenient in the financial statements. For tax positions that are not more likely than not of being
sustained upon audit, the Company does not recogneze any portion of the benefit in the financial statements. The Company recognises interest and penaltres associated
with uncertain tax positions as a component of Taxes on Income from Continging Operations. The Company accounts for the lux eflects of the tax on global intangible
low-taxed income (GIL'T1) of certain foreign subsidiarics in the income tax provision in the period the tax arises.

Use of Estimates — The consolidated (inancial statements are prepared in conformity with accounting principles generally aceepted in the 115, (GAAP) and,
aceordingly, include certain amounts that are based on management's best estimates and judgments. Estimates are used when accounting for amounts recorded in
connection with acquisitions. including initial fair value determinations of assets and liabilities (primarily TPR&D, other intangible assets and contingent consideration),
as well as subsequent fair value measurements. Additionally, estimates are used in determining such items as provisions for sales discounts and returns. depreciable and
amottizable lives. recoverability of inventories. including those produced in preparation for preduct launches. amounts recorded for contingencies. environmental
liabilities, accruals for contingent sales-based milestone payments and other reserves. pension and other postretirement benefit plan assumptions. shure-based
compensation assumplions, restructuring costs, impaimments of long-lived assets (including intangible assets and goodwill) and investments, and taxes on income.
Because of the uncertainty inherent in such estimates, actual results may ditffer {Tom these estimates.

Reclassifications — Certain reclassifications have been made to prior year smounts to conterm fo the current year presentation.
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Recenth Adopted Accounting Standards — In December 2019, the Financial Accounting Standards Board (FASB) issued amended guidance on the
accounting and reporting of income taxes. The guidance is intended to simplify the accounting for income raxes by removing exceptions related to cortain infraperiod tax
allocations and deferred tax liabilities; claritving guidance primarily related to evaluating the siep-up 1ax basis for goodwill in a business combination; and reflecting
enacted changes i tax laws or fates 10 the annual etfective tax rate. The Company adepted the new gndance effective January 1, 2021, There was no impact 1o the
Company’s consolidated financial statements upon adoption.

In Japuary 2020, the FASB issued new guidance intended to clarify certain interactions between accounting standards related to equity securtties. equity
method investments and certain derivatives. The puidance addresses accounting for the transition a0 and out of the equity method of accounting and measuring certain
purchased options and forward confracts 1o aequire investnents. The Company adopted the new gudanee effective January 1, 20210 There was no impact 1@ the
Company’s consolidated financial stafements upon adoption.

In August 2020, the FASB 1ssued amended guidance on the accounting for comertible instruments and contracts i an entily 's ewn equity. The guidance
rewoves ie sepuralion modul for convenible debt instruments and preferred stock. amends requirements for conversion options to be classified 0 equity as well as
amends diluted eamings per share (RPS} caleulations for certain convertible debt instruments. The amended guidance is etfective for interim and annual periods in 2022,
The application of the amendments 1n the new guidance are to be applied either on a modificd retrospective or o refrospective basis. There was no impact to the
Company's consolidated financial statements upon adoption on January 1, 2022,

Recently fssued Accounting Standards Not Yet Adopted  1n March 2026, the FASB issued optional guidanve to case the potential burden in accounting tor
{ur recogmizing the effects of) reference rate reform on financial reporting and subsequently issued clarifying amendiments. The guidance provides optional expedients
and exceplions for accounting for contracts, hedging relationships, and other transactions that reference the London Interbank Offered Rate (LIBOR) or another
reference rate expected 1o be discontinued because ol reference rate retorm. The optional guidance s eflective upon issuance and can be applicd on a prospective basis at
any time hetween January 1. 2020 through December 31, 2022. The Company is currently evaluating the impact of adoption on its consolidated finuncial statements. The
Company s progressing in its evalvation of LIBOR cussation exposures, including the review of debf-related conlracts. leases. business development and licensing
arrangements, royally and other agreements. The Company has amended certain apreements and continues to review other agreements for potential impacts. With regurd
to debt-related exposures in partivular. all existing interest rate swaps linked 10 LIBOR will mature in 2022. The Company is still evaluating the impact to its LIBOR-
hased debt. Based on its evaluation thus [ar. the Company does not anticipate a material impact to its consolidated financial statements as a result of reference rate
reforin.

In October 2621, the FASB 1ssued smended guidance that requires acquinng entities (o recognize and measure contract assets and habilitics in a business
combinahion m accordance with existing revenue recognition guidanee. The amended guidance 15 effective for intenim and annual periods in 2023 and #s to he applied
prospectively. Early adoption is permitted on a retrospective basis to the beginning of the fiscal year of adoption. The adoption of this gusdance will not have a matenial
impact on the Company’s censolidated financial statcments for prior 2equisitions: however. the mpact in future periods witl be dependent upon the contract assets and
contract habilitics acquired 1n {uture business combinations.

In November 2021, the FASB issued new guidance to increase the transparency of transactions with a gos erament that are accounted for by applying a grant
or contribution accounting mode] by analogy. The guidance requires annual disclosures of such transacteons to include the nature of the transactions and the significant
terms and conditions, the accounting treatment and the impact o the company’s tinancial statements. The guidance is effective for annual periods beginning in 2022 ynd
is 1o be applied on either a prospuctive or retrospective basis. The Company is currently evaluailng the impact of adoption on its consolidated tinancial statements.

3. Spin-Off of Organon & Co.

On June 2, 2021, Merek completed the spin-off of Organon through a distribution of Organon’s publicly traded stock to Company shareholders. [n
connection with the spin-off, each Merck sharcholder received one-tenth of a share of Organon’s conmuon stock for each share of Merck commeon stock held by vuch
shareholder. [he
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distributien is expected to qualify and has been treated as tax [ree to Merck and its sharcholders tor U.S. [ederal income tax purposes. Indebtedness ot §9 5 billion
principal amount, consisting of term loans and senior notes, was issuced in 2021 in connection with the spin-off and assumed by Organon. Merek is no longer the obligor
of any Organon debt or financing arrangements. Cash proceeds of $9.0 billion were distributed by Organon to Merck in connection with the spin-ott.

Also in connection with the spin-off, Merck and Organon entered into a separation and distribution agreement and also entered into vatious other agreeinents
to effect the spin-off and provide a frumework for the relationship between Merek and Organon after the spin-efll including a transition services agreement (TSAL
manutacturing and supply agreements (MSAs), trademark license agreements, infellectual property license agreements, an emplovee matters agreeiient, a lax matters
agreement and certain other commercial agreements. Under the TSA. Merck will provide Organon various services and, similarly, Organon will provide Merck various
services. The provision of services under the TSA generally will terminaie within 25 months tollowing the spin-otf. Merck and Organon also enlered inte a scrics ot
interim operating agreements pursuant to which in varions jurisdictions where Merck held livenses, permits and other rights in connection with marketing. import and/or
distoibution of Organon products prior te the separation. Merck will continue to market, import and disiribute such products until such time as the relevant licenses and
permits are lransterred 1o Organon. Under such interim operating agreements and in accordance with the separation and distribution agreement, Merck will continue
operations in the aftected markets on behall of Organon, with Organon receiving all of the economic benetits and burdens of such activities. Additionally. Merck and
Organen entered into a mumber of MSAs pursvant to which Merck will (a) manufacture and supply cerfain active pharmaceutical ingredients for Organen, (b) toll
manufacture and supply certam tormulated pharmaceutical products lor Grganon, and {¢) package and label certam finished pharmaceuatical products for Organan.
Similarly, Organon and Merch entered nte a number of M8As pursuant 1o which Organen will (a) manufacture and supply certain formulated pharmaceutical preducts
for Merck, and (b} package and label certain finished pharmaceutical products for Merck. The terms of the MSAs range 1n initial duration from four years to ten years.

Ameunts included in the consolidated statement of income for the above MSAs include sales of $219 million and related cost of sales of $195 million in
2021. Amounts included in the conselidated statement of income tor the TSAs was immaterial in 2021, The amount due from Organen under the above agreements was
$£964 million at December 31, 2021 and is reflected in Grher crrrent assers. The amount due to Organon under these agreements was $400 million a1 December 31, 2021
and 18 meluded m Accried and othier current liabifities.

The results of the women’s health, blosimilars and cstablished brands businesses (previously included in the Pharmaceutical segment) that were contributed
to Organon in the spin-off. as weil as interest expense related to the debt issuance in 2021, have been retlected as discontinued operations in the Company s consolidated
staternent of tncome as fiaconte from Discontinued Operations, Net of Taxes und Amounts Attributable to Noncontrolling Iirerests through June 2. 2021, the date of the
spin-oft. Prior periods have been recast to reflect this prescatation. As a result of the spin-off of Organon. Merck incurred separation costs of $556 million in 2021 and
$743 million in 2020. which are alse included in fucome from Discontinued Qperations. Net of Tuxes und Amatints Auributable to Nonconmtrolling fnterests. These costs
primarily relate 1o professional fees for separation activities within finance, tax, legal and informarion technology functions, as well s investment banking fees. As of
Iecember 31, 2020, the assets and habilitics associated with these businesses are classified as assets and lab:litics of discontinued operations in the consolidated balance
sheet.
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Details of fncome from Discontinwed Operations, Net of Taves and Amoimts Attributable to Noncontrolling Interests are as folbows:

Years Ended December 31 20217 2020 2019
Sales $ 2,512 % 6476 § 7,719
Costs. Expuenses and Other
C'ost of sales 789 1,867 2,096
Selling, general and administrative 877 1.513 1160
Research and development 103 161 [4%
Restructuring costs 1 3 12
Other (income) expense, net (15) 4 10
1,755 3,548 3,426
Income from discontinued operations before taxes 757 2928 4,293
Tax provision 50 369 122
Income from discontineed operations, net of taxes 707 2,559 4,171
Less: Income of discontinued operations attributable to noncontrolling intercsts 3 11 18
Income from discontinued operations, net of taxes and amounts attributable to noncontrolling interests $ 704 2,548 8% 4,153

t Refleors amannts through the June 2, 2021 spin-off date.

Details of assets and liabilities of discontinued operations are as follows:

Decemher 3 2020
Cash and cash equivalents 3 12
Accounts receivable. less allowance for doubtful accounts 1.048
Inventories 756
Other current agsets 867
Current assels of discontinued operations 3 2,683
Property, plant and equipment, net 3 986
Goodwill 1,356
Other intangibles, net 503
Other assets 330
Noncurrent Assets of Discontimued Operations $ 3,175
Trade accounts payzble 3 267
Accerued and other current liabilities 841
Income taxes payable {22}
Total current liabihties of discontinued operations $ 1,080
Deferred inconie taxes 4 0
Other noncurrent liabilities I[76
Noncuirent Ligbilities of Discontinued Operations S 186

As a result of the spin-olf of Organon, Merck distributed net liabilities of §5.1 billion as of June 2, 2021 consisting of debt of $9.4 billion (descnibed above),
goodwill of 1.4 billion, property. plant and equipment of $981 tmillion, cash of $429 million. inventory of $815 million, other intangibles, net, of $519 million and other
net liabilities of $328 million. The spin-off also resulted in a nel decrease to 40CL of $449 million consisting of 8421 million for the derceognition of net losses on
foreign curtency translation adjustments and 3238 million associated with emplovee benefit plans. The distribution of the net liabilities and reduction to AQCL resulted in
a net 54.0 bittion increase to Otfrer paid-in capital.
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bapenses tor curlailments, settlements and termination benefits provided to eertain employees were meurred in connection with the spin-off rsee Note 14).
Additionally, all omstanding Merck stock options. restricted stock units (RSUs) and performance share units (PSUs) (whether vested or unvested) were converted into
adiusted Merck awards tor current and former Merck employees or Organon awards for Organen employees (see Note 13),

4. Acquisitions, Research Collsborations and License Agreements

The Compuny continues 1o pursue aequisitions and the establishment of external alliances such as research collaborations and licensing agreements to
complement its internal rescasch capabilitics. These arrangeinents often include upfrom payments, as welt as expense reimbursements or payvments to the third party, and
milestone. royalty or profit share amungements, contingent upon the oceurrence of certain future events linked to the success of the asset in development. The Company
also reviews its marheted products and pipeline to examine candidates which may provide more value through out-licensing and. as part of 1ts portfoliv asscssment
process, may also divest cerfain asscts. Pro forma financial information for acquired businesses is not presented if the historical financial results of the acquired entity arc
nol sigaificast when compared with the Company's financial resalrs.

2021 Transactions

In November 2021, Merck acquired Acceleron Pharma Inc. (Acceleron). a puoblicly traded biopharmaceutival company, for total copsideration of
$11.5 billion, Aceeleron is evaluating the transforming growth factor (1(iF)-beta supertamily ol proteins that is knawn te play a central role in the regulation of cell
growth, differentiation and repair. Acceleron’s lead therapeutic candidate, sotatercept (MK-7962), has a novel mechanism of action with the potential to improve short-
term and/or tong-term chinical outcomes in patients with pulmonary arterial hypertension (PAH). Sotatercept is 1n Phase 3 trials as an add-on to current standard ot care
for the treatment of PAHL Under & previous agreement assumed by Merck. Bristol Myers Squibb (BMS) was granted an exclusive license to develop and commerciahize
sutatercept outside of the pulmonary hypertension (PH) field (for which Merek would be eligible to receive contingent milestones and royalty payments), however,
Merck retans the worldwide exclusive rights to develop and commercialize sotatercept in the PH field. The agreement provides for Merck to pay 22% royalties on future
sules of sotatercept in the PH field to BMS.

In addition to sotatercept. Avceleron’s pertfolio includes Rebfozyd (luspaterceptd, a first-in-class erythroid maruration recombinant fusion protein thai s
approved in the U.S., Europe, Canada and Australia for the treatment of anemia in certain rare blood disorders and 1s also bejng evaluated in Phase 2 and Phase 3 trials
for additional indications for hematology therapies. Reblecid is being developed and commercialized through a global collaborziion with BMS. In connection with this
ongoing volfaboration, Merck receives a 20% sales royalty from BMS which could increase to a maximum of 24% based on sales levels. This royalty will be reduced by
$0% upon the earlier of patent cxpiry or generic entry on an indication-by-indication basis in cach market. Merck is cligible to receive future conlingent milestone
payments including up te $20 million in regulatery milestones and up 1o $80 million in sales-based milestoncs.

The transaction was accounted for as a business combination. The Company incurred $280 million of costs directly related to the acquisition of Acceleren,
consisting primarily of share-based compensation payments 1o settle non-vested equity awards attributable 10 postcombination service, scverance, as well as investment
banking and legal fees. These costs were included in Selfing. general and udministative expenses and Research and development costs 1 2021

92



The estimated tair value of assels acquired and liabilities assumed from Acceleron is as lollows:

November 1Y, 2021

(ash and cash equivalents $ 340
tnvestments 285
Identifiable intangible assets: (/

IPR&LDY - sotatercept 6,380

Products and product nights - Reblozyl (12 year useful hfe) 3.830
Deferred mmcome tax liabilities, net (1,832)
Other assets and liabilites, net 89

Total identifiable nct assets 9092
Goodwill 2422
Consideration transterred f 11.514

M The estimeted fair volne of the ddentifiable intangible assety refated to sotatercopt und Reblozvl were determined ueing an income approach, specificedly the multi-period oseess earnings method.
The futiure probubditv-werghted net cuash flows were disconnted to present valuwe wtifizing a discount rote of 7.3% for soratercept and 6.0%, for Reblosyl. dcmal cash fows are el w ke difforent
thai thuse assumed.

The goodwill recagnized s fargely atterhutahle 1o anttaipated sywergies expected to arise dfter the ucgtisition wntd was aflocdared 1o the Plurmacentival segment. The goodvill o not deductible for
Tedy purpases

In April 2021, Merck acquired Pandion 't herapeutics, Inc. (Pandion), a clinical-stage biotechnology company developing novel therapeutics designed te
address the unmet needs of patients living with autoimmune diseases. Pandion is advancing a pipebine of precision immune modulators targeting ¢ritical immune control
nodes. Total consideration paid of $1.9 billion included $147 million of costs primarily comprised of share-based compensation payments 1o setile equity awards. The
wransaction was accounted for as an acquisition of an asset. Moereh recorded net assets of $150 million (primarily cash) and Researeft and developmoent expenses of §1.7
billion mn 2021 related to the transaction. There ate no future contingent payments associated with the acquisition.

In March 2021, Merck and Gilead Sciences, Ine. (Grlead) entercd o an agreement to jontly deselop and commercialize long-acting treatments in 1TV that
combine Merck's investigattional nucleoside reverse transenptase translocation inhibitor, islatravir, and Gilead s investigational capsid ainhithitor, lenacapavir. The
collaboration will initially focus on long-acting oral formulations and leng-acting injectable formulations of these combinatien products, with other formulations
potentially added to the collaboration as mutually agreed. There was no upfront payment made by either party upon entering into the agreement.

Under the terms of the agreement, Merck and Gilead will share operational responsibilitics. as well as development, commercialization and marketing costs,
and any future revenues, {Global development and commercialization costs wibl be sharved 60% Gilead and 40% Merck across the oral and imectable formulation
programs. For long-acting oral products, Gilead will lead commervialization in the U.S. and Merck will lead commercialization in the EU and the rest of the world. For
long-aciing injeciable products. Merck will lead conunercialization in the U.S. and Gilead will lead commercialization in the EU and the rest of the world. Gilead and
Merck will co-promote in the 118, and certain other major markets, Merck and Gilead will share global product revenues equally until product revenues surpass certain
pre-agreed per formulation revenue tiers. Upon passing $2.0 billion a year 1n net product sales for the oral combination. the revenue split will adjust ¢ 65% Gilead and
35% Merck for any revenues above the threshold. Upon passing 33.5 billion a year in net product sales for the injectahle combination. the revenue split will adwst to
65% Gilead and 35% Merck for any revenuaes above the threshold.

Beyond the potential combinations ol investigational lenacapavir and investigational islatravir, Gilead will have the option to license certain of Merek’s
investigational oral integrase inhibitors to develop in combination with lenacapavir. Reciprocally, Merck will have the option to license certain of Gilcad's
mvestigational oral integrase inhibitors to develop in combination with islatravir. Bach company may exercise its option for an investigational oral integrase inhibitor of
the ether company following completion of the [irst Phase 1 c¢linical trial of that integrase inhibutor. Upon exercise of an option, the compantes will split development
costs and resenues. unless the non-exercisimg company decides to opt-out.

In December 2021, the U.S. Food and Drug Adnunistration {FDA) placed full or partial clinical holds on investigational new drug applications for certain
oral, impiant and injectable formulations of islairavir based on
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observatiens of decreases in total lymphocyte and CD4+ T-vell counts in some participants receiving islatravir in clinical studies. As a result of these holds. Merck and
Gilead made the decision to stop all dosing of participants in a Phase 2 climeal study cvaluating slatravir and lenacapavir in people living with HIV who are
virologically suppressed on antirctroviral therapy. The two companics are agsessing whether a different doging of islatravir in combination with lenacapay ir may provide
a once-weckly oral therapy option for people Tiving with HIV. Merck and Gilead remain commatted to their colfaboration.

[n January 2021, Merck entered 1mto an exclusive license and rescarch collaboration agreement with Artiva Bietherapeutivs. Inc. {Artiva) to discover. develop
and manufacture CAR-NK cells thal target cerlain solid tunors using Artiva's proprictary platform. Merch and Artiva agreed to engape in up to three different tescarch
programs, cach covering a collaboration target. Merck has sole responsibility lor all development and commereialization activities (including regulatory filing and
appronal), Under the terms of the agreement. Merck made an upfront payment of S30 million, which was included in Research and development expenses in 2021, for
license and other rights for the first two collaboration targets and agreed (o make another upfront payment of $15 million for license and other rights for the third
coellaboration target when it is selected by Merck and aveepled by Arntiva. In addition. Artiva is eligible 1o receive future contingent milestone payments (which span all
three collaboration fargels). aggregating up to $217.5 million in developmental milestones, $570 millivn in regulatory mitestones, and $1.05 billion in sales-bazed
mikeslones. The agreement alse provides for Merck to pay tiered rovalties ranging ffom 7% to 14% on future sales.

2026 Transactions

In December 2020, Merck acquired Oncolmmune, a privately held. clinical-stage biopharmaceutical company, for an upfront payment of $423 millon.
Oncolmmune’s lead therapeutic candidate (MK-7110) was being evaluated for the treatment of patients hospitalized with COVID-19. The transaction was accounted for
as an acquisition of an asset. Under the agrecient, prior 1o the completion of the acquisition, Oncolmmune spun-out certain rights and assets unrelated to the MK-7110
program 1o 4 new ontity owned by the existing shareholders of Oncolmmune. In connection with the closing of the acquision, Merck invested $50 mullion for a 20%
ownerslip interest 1o the new entity, which was valued at $33 million resulting in a $17 nullion premium. Mercek also recognized otlier net liabilities of $22 mullion. The
Company recorded Research and development expenses of $462 million in 2020 related 1o this transaction. In 2021, Merck reecived feedback from the FDA that
additienal data would be necded to support a potential Emergency Use Authorization (BUA) application and therefore the Company did not expect MK-7110 would
become available until the first half of 2022, Given this timeline and the technical. chnical and regulatory uncertainties, the availability of a number of medicines for
patients hospitalized with COVID-19, and the need to concentrate Merek's resources on accelerating the development and moanutacture of the most viable therapeutics
and vaecines, Merck decided 1o discontinue development of MK-7110 for the treatment of COVID-19. Due to the discontinuation, the Company recorded charges of
$207 mulhion i 2621, which are reflected in Cosf of sales and relate to fixed assets and maicnals written off, as well v the recognition of hiabilities for purchase
commitments.

Also in December 2020, Merck acquired VelosBio Ine. (VelosBio), a privately held. clinical-stage biopharmaceutical company, for $2.8 billion. VelosBio's
lead tnvestigational candidate is zilovertamab vedotin (MK-2140). an antibody-drug conjugate targeting receptor tyrosine kinase-like orphan receptor 1 (RORI1) that is
currently bemng evaluated for the treatment of patients with hematologic malignancies and selid tumeors. The transaction was accounted for as an acquisition of an asset.
Merck recorded net assets of $180 million (primarily cash) and Research und develupment expenses of $2.7 billion in 2024 related to the transaction. During 2021, the
Company recorded adjustients to these amounts which resulied in a reduction of Rescurch and development expenses ot $43 million. an increase to total consideration
paid of $47 millien, and an increase te net assets recorded of $90 million.

In September 2020, Merck and Seagen [ne. (Seagen) announced an oncology collaboration to globally develop and commercialize Seagen’s ladiratuzumab
vedotin (MK-6440). an investipational antibody-drug conjugate taryeting LIV-1. which 1s currently in Phase 2 chinica) trials. The collaboration will pursue a broad joint
development program cvaluating ladiratuzumab vedotin us monotherapy and in combination with Keytrruda (pembrolizumab) in triple-negative breast cancer, hormone
receplor-positive breast cancer and other LIV-1-expressing solid tumors. The companies will equally share profits worldwide. Under the tenns of the agreement.
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Merck made an uptront payment of $600 million and a $1.0 billion equity investment in 5 million shares of Seagen common stock at a price of $200 per share. Merck
recorded 3616 midlion in Research and development expenses in 2020 related to this transaction reflecting the uptront payment as well as a $16 million premum relating
to the equity shares based on the price of Svagen common stock an the closing date. Seagen is also eligible 10 recetve future contingent milestone payments of up to
$2.6 billion, including 3850 million in development milestones and $1.75 billion in sales-based milestones.

Concurrent with the above transaction, Scagen granted Merek an exclusive Heense to commercialize Tukysa (tucatimb), @ small molecule tyrosine Kinase
inhibitor, for the freamment of human cpidermal growth factor receptor 2 (HER2)-positive cancers, in Asia, the Middle Cast and Latin America and other regions eutside
of the U.S., Canada and lurope. Merek will be responsible for marketing applications secking approval in its territories. supported by the positive results from the
HER2CLIMB clinical trial. Merck will also co-fund a portion of the Fukysa global development plan, which encompasses several ongeing and planned trials across
HER2-posilive cancers, including breast. colorectal, pastric and other cancers sct forth in a global product development plan. Muerck will solely fund and conduct
country-specitic clinical trials necessary to support anticipated regulatery applications in is territeries. Under the lerms of the agreement, Merck made upfront payments
aggregating $210 million, which were recorded as Research and development expenses in 2020, Scagen is alse ehgible Lo eveive fuire contingent regulatory approval
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milestones of up 1 36> mullion and will recerve tiered rovalties ranging from 20% o 33% based on annual sales levels of Tukysa in Mereh's territories.

Additionally in September 2020, Merck acquired a biologics manufacturing facility located in Dunboyne. Ireland from Takeda Pharmaceutical Company
Limited for €256 million ($302 millien). The transaction was accounted Yor as an acquisition of an asset. Merck recorded property. plant and equipment of 3289 million
and other net assets of $13 mallion. There are no tfuture contingent payments associated with the acquisition.

In July 2020, Merck acquired the U.S. rights te Sentinel Flaver Fabs and Sentmel Spectrum Chews from Virbac Corporation for $410 million. Sentinel
products provide protection against common parasifes in dogs. The transaclhion was accounted for as an acquisition of an asset. Merck recognized intangible assets of
$401 million related to currently marketed products and nventory of $2 nullion at the acquisition date. The estimated fair values of the identiffable intangible assets
related to currently marketed products were determined using an income approach. Actual cash flows are likely to be different than those assumed. The intangible assets
related to currently marketed products will be amortized over their estimated uvsetul lives of 15 years. There are no future vontingent payments associated with the
acquisition.

Also in July 2020, Merck and Ridgeback Biotherapeutics LP (Ridgeback). a closely held biotechnology compuany, closed a collaboration agreement te
develop molnupiravir (MK-44%2), an orally available antiviral candidate in clinical develepment for the treatment of patients with COVID-19. See Note 5 for additional
mformation related 10 this collaboration.

In June 2020, Merck acquired privately held Themis Bioscience GmbH (Themis), a company focused on vaccines {including a COVID-19 vaccine candidate,
V591) and immune-modulation therapies tor inlections discases and cancer for $366 million. The acquisition originally provided tor Merck to make additional
contingent payments of up lo $740 mullion. The transaction was accounted for as a business combination. The Company determined the fair value of the contingent
consideration was S8R5 mllion 21 the acquisition datc utilizing a probability-weighted estimated cash flow stream vsing an appropreste discount rate dependent on the
nature and timing of the milestone payments. Merck recognized intangible assets for IPR&D ot §E13 millien, cash o’ $59 million, deferred tax assets of $72 million and
other net habilities of 332 million. The ¢xcess of the consideration transferred over the fair value of net assets acquired of $239 million was recorded as goodwiH that
was allocated to the Pharmaceutical segment and is not deductible for tax purposes. The fair values of the identiflable intangible assets related to [PR&D were
determined using an income approach. Actual cash flows are likely to be ditferent than those assumed. In January 2021, the Company announced it was discontinuing
development of V591 as discussed below. As o result. in 2020, the Company recorded an IPR&D impairmient charge of $90 million within Research and development
expenses. The Company alse recorded a reduction in Rescurch and developpent expenses resulting from a decrease in the related liahility for contingent considerstion of
%45 milbion since future contingent milestone payments have been reduced to $4350 millivn in the aggregate, including up to $60 million for development milestones. up
to $196 million for regulatory approval milestenes. and up te $£94 million for commercial milestones.
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In May 2020, Merck and the International AIDS Vacceine Initiative. Inc. (JAV1). a nenprofit scientific rescarch organization dedicated 10 addressing urgent.
unmel global health challenges. announced a cellaboration 1o develop V390, an investigalional vaccine against SARS-CoV-2 bemg studied for the prevention of
COVID-19. The agreement provided for an ypfront payment by Merck of $6.5 mdlion and also provided for future contingent payments based on sales. Merck also
stgned an agreement wath the Biomedical Advanced Research and Development Authority {BARDAJ, part ot the office of the Assistant Scerctary for Preparedness and
Response within an ageney of the U8, Depariment of Health and Human Scrvices. to provide inittal funding support to Merck for this effort. In Japuary 2021, the
Company announced it was discontinuing development of V340 as discussed below.

In Japuary 2021, the Company anneunced the discontinuation of the development programs for its COVIED-19 vaceine candidates, V549 and V3591, followng
Merck's review of findings fream Phase 1 clinical studies for the vaccimes. In these studies. both V590 and V391 were generally well tolerated, but thie immune responses
were inferior 1o those seen foHewing natural infection and those reported tor other SARS-CoV-2/COVID-1% vagvines. Due Lo the discontimuation, the Company recorded
a charge ot $305 million in 2020, of which $260 mullion was reflected in Cosr of safes and related to fixed assels and materials written off, as well as the recognition of
liabilities tor purchase commitmrents: The remaining $45 million of rosts were retlected in Rescareh and development expaises and represent amounts related o the
't hemis acquisition noted above (an [IPR&IDY impairment charge. partially offset by a reduction in the related liabiity for contingent consideration).

In January 2020, Merck acquired ArQule. Ine. (ArQule). a publicly traded biopharmaceutical company focused on Kinase inhibitor discovery and
development for the treatment of patients with cancer and other discases. Total consideration paid of $2.7 billion included $138 mullion of share-based compensation
payvments to settle equity awards attributable to precombination service and cash paid fer transaction costs on behalf of ArQule. The Company incurred $95 million of
costs direetly related to the acquisition of ArQule, consisting almost entirely of share-based compensation payments to scttic non-vested equity awards attributable to
pusicombination scrvice. These costs were included in Seliing, gencral and adninistrative expenses in 2020, ArQule’s lead imvestigational candidate. nemtabrutinib
{MEK-1026). 15 1 novel. oral Bruton's tyresine kinase (BTK ) inhibitor currently being evaluated for the treatment of B-cell malignancics. The transaction was accounted
for as a business combuation.

‘Ihe estimated fair value ol assets sequired and liabitities asswmed from ArQuie is as follows:

Jannary 16, 2020

Cash and cash equivalents $ 145
1PR&D - nemtabrutinib 2,280
Licensing arrangement for ARQ 087 80
Deferred income tax liabilitics (361}
Other assets and liabilities, net 34

Total identifiable net assets 2,178
Goodwill @ 512
Consideration transferred $ 2,690

W The estinubed fal valice of neptahratinid wos defesmined wsing an income approach The e probabiliny weightcd ier cash flows were discounted to present valiee wiilizing a divconnt rate of
12.5%. A taal cash flovns e kel to be different than those assiomed

Y The goodwill was eflocated ro the Phoarne ourfe ol segmont and iy aot deductible for vue purposes
In 2021. Merck recorded a 8275 million intangible asset impairment charge related to nemtabrutinib (see Note 43,

2019 Transactions

In July 2019, Merck acquired Peloton Therapeatics, Ine. {Peloton), a clinical-stage biopharmaceutical company focused on the development of novel small
meleeule therapentic candidates targeting hypoxia-inducible factor-2u (HIF-2u) for the treatment of patients with cancer and other non-oncology discases. Merch made
an upfront payment of $1.2 billion. The ransaction was accounted for as an acquisition of an asset. Merck recorded cash of $157 millien. deferred tax liabilities of $32
millien. and other net liabilitics of $4 million at the acquisition
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date, as well ax Research and develupment expenses of $993 million in 2019 related to the transaction. Former Peloton shareholders received a $50 millien milesione
payment from Merck in 202) upon {irst commercial sale of Peloton’s lead candidate. Welireg (belzutifan). which was approved as monpotherapy in the U.S. in August
2021. Tormer Peloton sharebolders are also eligible to receive $30 million vpon LS, regulatery approval as a combination therapy, as wel as up to $1.05 billion of
sales-based milestones.

On April 1, 2019, Merck acquired Antelliq Corporation {Antelligh, a leader 1n digital amimal identification, traceability and monttoring solutions. These
solutions help veterinarians. farmers and pet owners gather critical data to improve management, health and well-being ot livestock and pets. Merck paid $2.3 billien to
acquire all outstanding shares of Anteihyg and spent $1.3 mllion 1o repay Antelliq’s debt. The transuchion was accounted for as a business comhbination.

The estimaded {air value of assets acquired and liabilties assumed from Antelliq is as follows:

Apnl 1,219

Cash and cash equivalents 8 3
Accouuly receivable 73
Inventones 33
Property, plant and equipment 60
Identifiable intangible assets (useful lives ranging from 18-24 years) 2.689
Deferred income tax Habilities (589
Qther assets and liabilities, net (82)
Total identifiable net asscts 3275

Goodwill @ 1,376
Consideration translerred S 3,651

The vetimmared fuly vadues of Tdentifiahie intangihle arsels relate primarily to wade names and were determted wafng an fuconme approdch The fotee probabilin: welghted ret cash flovs were
dise onnted to prosenf value wtilicing « discount rate of 1150 Actead cash fows are Whely 1o be ditierent fian those assimod
3

The puodhwit] recognized i largel atibuteble to anricipated svacrgivs expected to urise affer the acquisition and was allocared 1o fhe tatimal Healeh segment The govdaddl s nor deductible for
TUN PR PUSCS.

I'he Company incurred $47 million of transaction costs directly related o the acquisiton of Antellig, consisting largely of advisory fees, which are retlecied
in Sctling. gencral und administrative expenses in 2019,

Also in April 2019, Merck acquired lmmune Design. a late-stage mmmunotherapy company employing next-generation fir vivo approaches to cnable the
bedy™s inwnme svstem to fight disease. for $301 million in cash. The transaction was accounted for as a business combination. Merck recognized intangible asscts of
$156 million. cash of $83 million and other net assets of 842 million. The excess of the consideration transterred over the tair value of net assets acquired of $20 million
was recorded as poodwill that was allocated to the Pharmaceutical segment and is not deductible for tax purposes. The fair values of the 1dentifiable intangible assets
related to [IPR&D were determined using an income approach. Actual cash flows are likely 10 be different than those assumed.

5, Collaberative Arrangements

Merck has entered mto collgborative arrangements that provide the Company with varying rights to develop, produce and market products together with ils
collaborative pariners. Both parties in these arrangements are active participants and exposed to significant risks and rewards dependent on the commesrcial suvcess of the
activities of the collaboration. Merck's more significant collaboratiy ¢ arrangements are discussed below.

AstraZeneca

In 2017. Merck and AsiraZeneca PLC (AstraZeneca) entered into a global srrategic oncology collaboration to co-develop and co-commercialize
AstraZeneca’s Lynparza (olaparib) for multiple cancer types. Independently, Merck and AstraZencea will develop and commercialize Lynparza in combinations with
their respective PD-E and PD-L 1 medicines. Keytruda and Imfinzi. The companices are also jointly developing and
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commercializing AstraZeneca’s Koselugo (selumerinib) for multiple indications. Under the terms of the agreement. AstroZeneca and Merck will share the development
and commereialization costs for Lynparza and Koseluge monotherapy and non-P1-L1 PD-1 combination therapy oppartunities.

Profits from Lynparza 2nd Koseluge product sales generated through monotherapies or combination therapies are shared equally. AstraZencea is the principal
on Lynparza and Koselugo sales transactions. Merck records its share of Lynparea and Koselupo product sales, net of cost of sales and commercializalion costs, as
alliance revenue, and its share of development costs associated with the cellaboration as part of Research and development expenses. Rembursements received from
AstraZeneca for rescarch and development expenses are recogmzed as reductions to Rescarch and development costs.

As part of the agreement, Merck made an uplront payment 1o AstraZencea and also made payments over a multi-year period for certain license options. In
addition, the agreement provides for contingent psyments from Merck te AstraZeneca related to the suceessful achievement of sales-based and regulatory milestones.
Merck made sales-based wilestone payments to AstraZeneca agpregating $550 mullion and $200 million in 2020 and 2019, respectively. As of December 31, 2021,
sales-based milestone payments acerued but not yet puid totaled $400 million. Potential tfuture sales-based milestone payments of $2.7 billien have net yet been acerued
as they are not deemed by the Company to be probable at this time.

In 2024 and 2019, Lynparza received regulatory approvals ingeering capitalized milestone payments of $160 mithon and $60 million, respectively, in the
aygregate from Merck to AstraZeneca. Potential Tuture regulatory milestone payments of $1.4 hillion remain under the agreement.

The intangible asset balance related to Lynparza (which includes capitalized sales-based and regulatory milestone payments) was $1.1 billion at
December 31, 2021 and is included 1y Orher fntangibles, Net. The amount is being amortized over its estimated uselul Iife through 2028 as supponed by proiceted future
cash flows. subject to impairment testing.

Sununarized financial information related to this collaboeration is as tollows:

Years Ended Decembher 31 2021 2020 2019
Alliance revenue - Lynparza b} 98¢ 3§ 725 % 444
Alliance revenuc - Koseluge 29 8§

Total alliance revenue ] 1,018 § 733§ 444
Cost of sales 1} 167 247 148
Selling, general and administrative 178 160 138
Research and development 120 133 168
Decenther 31 2021 20120

Receivables from AstraZeneca included in Qther current assets $ 271 % 215

Payables to AstraZeneca included in Trade accounts pavable and Aceried and other errrent liubilities ' 415 423

b Represents amortizarion of capitalized midestone pavments,

e ldes accrned milestope payments,

Eisai

In 2018, Merek and Eisal Co., Ltd. (Eisal) announced a strategic collaboration for the worldwide co-development and co-commerciulization of Lenvima
{lenvatinib), an orally available tyrosinc kinase inhibitor discovered by Fisai. Under the agreement, Merck and Eisai will develop and commercialize Lenvima jointly,
both as menotherapy and in combination with Keytiuda. Eisal records Lenvima product sales globally (Eisai is the principal on Lenvima sales fransactions} and Merck
and isai sharc applicable profits equally. Merck records its share of Lenvima product sales, net of cost of sales and commercialization costs, as alliance revenue.
Expenses incurred during co-develepment are shared by the two companies in accordance with the collaboration agreement and reflected in Research and development
expenses. Certain expenses incurred sulely by Merck or Eisai arc not
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sharcable under the collaboration agreement. including costs incwired in excess of agreed wpon caps and costy related to certain combination stndies of Kevirnde and
Lenvima,

Under the agreement, Merck made an upfront pavment 1o Fisai and also made payments over a mulii-year period for certain option rights (of which the tinal
$125 nullion option payment was made 1 March 2021} In addition, the agreement provides for contingent payments from Merek to Eisal related to the suceessful
achievement of sales-based and regulatory nulestones. Merck made sales-based milestene payments to Eisar aggregating $200 million, $500 milhon and $34 mullion in
2021, 2020 and 2019, respectively, As of December 31, 2021, sales-based milestons payvments aceryed but not yet paid totaled $600 millton. Potential tulure sales-based
milestone payments of $2.6 billion have not yet heen acerued as they are not deemed by the Company to be probable at this tme.

In 2021 and 2020, Lenvima recetved regulatory approvals triggenng capitalized milestone payments of 375 million and 510 million, respectively, from
Merck to Eisul. As of December 31, 2021, a regulatory approval milestone payment of $25 million was accrued bul not yet paid. Potential future regulatory milestone
payments of 825 million remain under the agreement.

The intangible asset balunge related to Lenvima (which includes capitalized sales-based and regulatory milestone payments) was 51.0 bilbon at December 31,
2021 and is included in Gther Intaugibies. Net. Uhe amount iy being amortized over its estimated usedul hife through 2026 as supported by projected future cash flows,
subject to impairment testing.

Sunumiarized [inancial information related to this collaboration is as follows:

Years Ended December 31 2021 2020 2019
Alltance revenue - Lenvima $ 704 % 580 % 404
Caost of sales ¥ 195 271 206
Selling. general and administrative 127 3 80
Research and development 173 185 186
Decenther 31 2021 2020

Receivables from Eisai included in Other current assets 3 200 3 157

Pavables to Eisai included i Acorued und other cirrent liabilities ™ 625 335

Payables to Eisai included in Other Noncurrent Liabilities ¥ — 600

' Represcnts amortization of capitadized mifestone payiments.
T nchdes accrned mifestone and Jutie oprion paymenis

0 dne fudes acorned milestane payvments.

Bayer AG

In 2014, the Company entered into a worldwide chinical development collaboration with Bayer AG (Bayer) to market and develop soluble guanylate cyclase
(sGC'y modulaters including Baycr's Adempas (nociguat). 1he two companies have implemented a joint development and commercialization strategy. The collaboration
alse includes development of Bayer's Verquve (vericigual), which was approved in the U.S. in January 2021, in Japan in June 2021 and in the EU in July 2021 Under
the agreement, Bayer commercializes Adempas in the Americas. while Merck commercializes in the rest of the world. For Verquvo, Merck commereializes in the U.S.
and Bayer commercializes in the rest of the world. Both companies share in development costs and profits on sales. Merck records sales of Adempas and Verquvo in its
marketing territories, as well as alliance revenue. Alliance revenue represents Merck's share of profits from sales of Adempas and Verquvo ia Bayer’s marketing
territories, which are product sales net of cost of sales and commercialization costs. Cost of sales includes Bayer's share of profits from sales in Merck’s marketing
territeries.

In addition, the agreement provided tor contingent payments from Merck to Bayer related to the successful achievement of sales-based milestones. Merck
made a sales-based milestone payment to Bayer of $375 million in 2020. In 2021. following the approval of Verquve noted above. Merck determined it was probable
that sales of Adempas and Verquve in the fuure would trigger the remaining $400 million sales-based milestone
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pavment that was ontstanding under this agreement. Accordingly, Merck recorded a liability of 5400 miltion and a corresponding increase te the intangible assets related
to this collaboration. Merck zlse recognized $153 million of cumulative amortization catch-up expense related to the recognition of this milestone in 2021, In fanuary
2022, Mereh made this final milesione payment ta Bayer.

The mtangible asset bakances related 10 Adempas (which includes the acquired intangible asset balance, as well ss capitalized sales-based milestone payments
attributed to Adempas) and Verquvo (which reflects the portion of the final sules-based milestone payment that was attributed to Verguvo) were $806 million and $68
million. respectively, at December 31, 2021 and are included in Other fntungibles, Net. Ihe asscts are being amortized over their estimated usctul tives (through 2027 for
Adcmpas and through 2031 for Verquvo) as supported by projected future cash {lows, subject to impairment testing.

Summarized Anancial information related to this collaberation s as follows:

Years Ended Decenher 31 2021 2020 2019
Alliance revenue - Adempas/Verguvo 5 42 5 281 % 204
Net sales of Adempas recorded by Morck 252 220 21s
Net sales of Verquvo recorded by Merck 7 — —
Total sakes 3 601 5 501 0s 419
Cost of sales ¥ 424 196 188
Sclling, general and administrative 126 47 34
Research and developiment 53 63 126
December 31 2021 2020

Receivables from Bayer included in Other current assets 3 114 §$ 65

Pavables to Bayer included in Acerved und other current Liahilittes '~ 472 —

3 fnetudes amortization of intargiple assets, Amount i 2021 ing hules $133 sullion of cumulative amernzaten catCh-ngp expense as noted above, I addition. cost of sales in all perrods now e ludes
Buver's share of profits from sales i Mevek's marketng territortes.

< ltides accrned sulestone payment,

Ridgeback Biotherapeutics LP

In July 2020. Merck and Ridgeback. a closcly held hiotechnology company. entered into a collaboration agreement (o develop melnupiravir §MK-4482). an
orally available antiviral candidate in clinical development for the treatment of patients with COVID-19. Merck gained exclusive worldwide rights to develop and
commercialize molnupiravir and related molecules. Under the terms of the agreement. Ridgeback received an upfront payment and is cligibls to receive [ufure contingent
payments dependent upon the achieveent of certzin developmental and regulatory approval milestones. The agreement alse provides for Merck 1o reimburse Ridgebuck
for a portion of certain third-party contingent milcstone payments and royaltics on net sales, which is part of the profit share calculation. Merck is the principel on sales
transactions. recognizing szles and related costs. with profit sharing amounts recorded within Cost of sales. Profits from the collaboration are split equally between the
pariners. Reimbursements from Ridgeback for its sharc of research and development costs (deducted from Ridgeback’s share of profitst are reflected as decreases to
Research and development expenses.

[n December 2021, the FDA granted EUA for molnupiravir. Under a previously announced procurement agreement with the U.S. government. Merek agreed
10 supply 3.1 million courses of moulnupiravir to the U.S. government upon EUA or approval from the FDA. ot which approximately 888,000 courses were delivered in
2021, This procurement of molnupiravir is being supported in whole or in part with federal funds. Additionally, in December 2021, Japan’s Ministry of [ealth, Labor
and Welfare granted Special Approval for Emergency in Japan for molnupiravir. Under a supply agreement. the Japanese yovernment will purchase 1.6 million courses
of molnupicavir, of which approximately 200,000 courses were delivered in 2021. Also, in Nevember 2021. the Medicines and Healtheare products Regulatory Agency
in the United Kingdom (UK) granted conditional marketing authorization for melnupitavir. The UK government has committed to purchase a total of 2.23 million
courses of molnupiravir. of which approximately 152,000 courses were delivered in 2021. Merck has entered into advance purchase and supply agreements tfor
molnupiravir in more than 30 markets.
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Merck and Ridgebuck are committed to providing timely access 1o melnupiravir globally through a comprehensive supply and access approach. which
includes mnvesting at risk to produce nullions of courses of therapy: tered pricing based on the ability of governments to finance health care; entering into supply
agreements with governments as noted abese: allocating up to 3 million courses of therapy te the United Nations Children’s Fund (UNICER) for use in adults; and
granting voluntary licenses (o generie manufacturers and to the Medicines Patemt Pool {MPP} to make generic malnupiravir available in more than 100 Tow- and middle-
meome countries following local regulatory authorizations or approvals. Merck, Ridgeback and Emory Umiversity will nat reeeive royalties for sales of moloupiravir
under the MPP agreement (molnupiravir was invented at Emory University and licensed to Ridgeback) for as long as COVID-19 remains classifted as a Public Health
Emergency of Intemational Concern by the World Health Organization.

Summarized linancial information related to this collaboration is as follows:

Years Ended December 31 2021 2020
Molnupiravir sales s 952 $ —
Cost of sales ¥/ 494 I3
Selling, general and administrative 33 b
Rescarch and development 12 6l 323
Decembrer 31 2021 2020

283 % 3

Payables to Ridgeback included in Acerued and other current liabilities 5 §

I Includes rovaln expense wnd amortization of cupitalized milestone pa ments.
2 Amrerent in 2020 tncfudes uplront pavimoent.

S Eicindes gocrued vy alfy and milestone puyments

6. Restructuring

In 2019, Merck approved a glohal resuucturing program (Restructuring Program) as part of a worldwide initiative focused on further optimizing the
Company's manufacturing and supply network, as well as reducing 1ts global rual estate footprint. This program is a continuation of the Company’s plant rationalization
and huilds on prinr restructuring programs. The actions currently contemplated under the Restructuring Program are expected to he substantially completed by the end of
2023, with the cutaulative pretax costs to be incurred by the Company to implement the progran estimated to be approximately $3.5 bilion. The Company cstimates that
approximately 70% of the cumulative pretax eosts will result in cash outlays, primanly related to employee separation expense and facility shut-down costs.
Approximately 30% of the cumulative pretax costs will be non-cash. relating primarily to the accelerated depreciation of fucilities to be closed or divested.

The Company recorded [ofal pretax costs of 3863 million in 2021, $830 million in 2020t and 5915 million in 2019 related fo restruclunng program activiies.
Since incephion of the Restructuring Program through December 31, 20210 Merck has recorded total pretax sccumulated costs of approximately $2.7 biliion. The
Company expects {o record charges of approximately $400 million in 2022 related 10 the Restructuring Program. For sepment reporling, restructuring charges are
umitllocated expenses.
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The [ollowing table swmmarizes the charges related to restructuring program activities by tvpe of cost:

Suparation Accelerated
Costs Depreciation Other Total

Year Ended December 31, 2021
Cost of sales % — 3 32 % 108 % 160
Selling, general and administyative — 12 7 1%
Rescarch and development — 27 1 23
Restrocturing costs 453 — 210 661

5 451 8 91 % 326 % 368
Year Ended December 31, 20121
Cust of sules $ — 3 143 3 320§ 175
Selling. general and administrative - 44 3 47
Research and development _ 81 z 83
Restrycluring costs 385 — 190 575

b3 3RS % 268 % 227 % 880
Year Ended December 31, 2019
Costof sales £ — % 198 % 53 8 251
Selling, general and administrative — 33 1 34
Rescarch and development — 2 2 aq
Restructuring costs 572 — 54 626

5 572§ 233 % 110 5 913

Separalion costs are associated with actual headeount reductions, as well as those headeount reductions which were prabable and could be reasonably
estimated.

Accelerated depreciation costs primarily telate to manutacturing. research and administrative facitities and equipment to be sold or closed as part of the
pregrams. Aceelerated depreciation costs represent the difference between the depreciation expense 1o be recognized over the revised usetul life of the asset. based upon
the anticipated date the sile will be closed or divested or the equipment disposed of, and depreciation expense as determined utilizing the useful life prior to the
restructuring actions. All the sites have and will continue te operate up through the respective closure dates and, since future undiscounted cash flows ure sutficient to
recover the respective book values, Merck is recording accelerated depreciation over the revised useful life of the site assets. Anticipaiced site closure dates, particularly
related to manufactunng locations, have been and may continue to be adjusted to reflect changes resulting from regulatory or other factors.

Other activity 1 2021, 2020 and 2019 includes asset abandonment, facility shut-down and other related costs, as well as pretax gains and losses resulting
from the sales ot facilitics and related assets. Additionally, other activity includes certain employce-related costs associated with pension and other postretirement benefit
plans (see Note 14) and sharc-based compensation.

The following table summarizes the charges and spending relating to restructuring program activitics:

Scparation Accelerated
Costs Depreciation Othuer Total
Restructuring reserves January |, 2020 ) 690 % — ¥ 25 % 715
Lxpenses 388 268 227 880
(Payments) receipts, net (508} — 27hH {779)
Non-cash activity — (268} 18 {230
Restructuring reserves December 31, 2020 567 — 19 586
Expenses 451 91 326 868
{Payments} receipts, net (422} _— {186) (608)
Non-cash activity — (€40 (118) (209)
Restructuring reserves December 31, 2021 77 $ 590 3 — % L 637

i The remaining casl ondlons are expected tebe swbhsinnnally completed v the end of 2023,
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7. FKinancial Instruments
Derivadve Instruments and Hedging Activities

The Comparny manages the impuaet of forcign exchange rate movements and interest rate movements on its carnings. cash flows and fair values of assets and
liabilities through operational means and through the usc of various financial instruments. including dernvative mstruments.

A significant portion of the Company's revenues and camings in foreign affiliates 1 exposed to changes i foreign exchange rates. The objectives of and
accounting related to the Company s forgign currency risk management program, as well as its interest rate tisk management activities are discussed below.

Foreign Currency Risk Munagement
The Company has established revenue hedging, balance sheet risk management and net investment hedging programs to protect agawnst volatility of futurs
toreign currchvy vash Mows wid changes in fair value caused by changes i foreign exchange rates.

The objective of the revenue hedging program 1s to reduce the variability caused by changes in forergn exchange rates that would affect the UL.S. dollar value
of future cash lows derived trom foreign currency denominated sales. primarily the euro. Japanese yen amd Chinese tenminbi. To achieve this abjective, the Company
will hedpe a portion of its torceasted foreign currency denominated third-party and intercompany dastributer entity sales (furecasted sales) that are expeeted 10 oceur over
its planning cycle, typically no more than twe years inte the future. The Company will laver in hedges over time, increasing the portion of forecasted sales hedged as 1t
gets closer to the expected date of the foreeasted sales. The portion of forceasted sales hedged is based on assessments of cost-benetit profiles that consider natural
offsetting cxposures, revenue and exchange rate volatilities and comrelations, and the cost of hedging instruments. The Company manages its anticipated transaction
exposure principally with purchased local currency put options. forward conlracts, and purchased collur options.

The fair values of these derivative contracts are recorded as either assels (gain positions) or Liabilitics (Joss positions) in the Consolidated Balance Sheet.
Changes in the fair value of dervative contracts are recorded gach period in either current earnings or (2C1 depending on whether the derivative is designated as part of a
hedge transaction and, it so. the type ol hedge transaction. For derivatives that are designated as cash tlow hedges, the unrealized gaims or losses on these contracts are
recorded m AQCL and reclassified inte Safcs when the hedged anticipated revenue is recognized. For these derivatives which are not designated as cash tlow hedges. but
serve as economic hedges of forecasted sales, unrealized guins or losses are recorded in Safes cach peried. The cash [tows from both designated snd non-designated
coniracts arc reported as operating aclivities in the Consolidaled Statement of Cash Flows. The Company does not enter mto derivatives for trading or speculative
PUIpGSEs.

The Company manages operating achivities and net asset positions at each local subsidiary in order to mitigate the cffects of exchange on monctary assets and
habilitics. The Company also uses a balance sheet rish management program to mitigate the exposure of net monetary assets that are denominated in a currency other
than a subsidiary’s functional currency from the effects of volatility in foreign exchange. In these instances, Merck principally utilizes torward exchange contracts to
offset the effects of exchange on exposures denominated in developed country currencics, primarily the euro. Japanese yen, British pound, Canadian dollar and Swiss
tranc. For exposures in developing couritry currencies, including the Chincse renmminby, the Company will enter into forward contracts 1o offset the effects of exchange
on cxposures when it is deemed economical to do so hased on a cost-benefit analysis that considers the magnitude of the exposure, the volatility ol the exchange rate and
the cost of the hedging instrument. The cash flows from these contracts are reported as operating activities in the Consolidated $tatement of Cash Flows.

Monetary assets and liabilities denominated in a currency other than the functional currency of a given subsidiary are remeasured at spot rates in effecl on the
balance sheet date with the effects of changes in spot rates reported in ther (income) expense, net. The forward contracts are not designated as hedges and are marked 1o
market through Oher (frconie] expense. per. Accordingly, fair value changes in the forward contracts help mitigate the changes in the value of the remeasured assets and
liabilities attributable to changes In foreign currency exchange rates. except to the extent of the spot-Lorward differences. These differences are not significant due to the
short-term nuture of the contracts, which typically have average maturities at inception of less than one year.
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The Company afsc uses torward exchange contracts to hedge a portion of its net invesument in foreign operations against movements in exchange rates. The
forward contracts are designated as hedges ot the net mvestment in a toreign operation. The unrealized gains or losses on these contracts are recorded in fereign currency
translation adjustment within GC/, and remain m AOCL unuil erther the sale or complete or substanteally complete liquidation of the subsidiary. ‘The Company excludes
certain portions of the change i fair value of its denvative instruments from the assessment of hedge eftectivencss {excluded components) Changes in fair value ot the
excluded components are recognized m OC!. The Company recognizes in camings the iitial value of the excluded components on a stranght-lime basis over the hife of
the dervative nstrument, rather than using the mark-to-marhet approach. The cash flows from these contracts are reported as investing activities in the Consohdated
Statement of Cash Flows,

Foreign exchange risk is also managed through the use of forcign currency debt. The Company’s senior unseeured euro-denominated notes have been
designated as. and are effective as, economic hedges of the net investment 1p o foreign operation. Accordimgly, foretgn currency transaction gams or losses due to spot
rate fluctuations on the ewro-denominated debt instruments are included in foreign currency translation adjustment within OC/

The eftects of the Company's net investment hedges on OCT and the Consolidated Statement of Income arc shown below:
Ainount ot Protax (Gainy Loss Recogmzed in Qrher

Amount of Pretas (Gam! Loss Recognized i Other tentstite) expense. net for Amounts Fxcluded from
Compeehensive Income 9 Iffectiveness Testing
Years Ended Decomber 31 2021 2024 2019 2025 2020 2014
Net Investnent Hedging Relutionships
Foreign exchange contracts b 4% § 26 % [S1 - 3 % [EEITE (30
Euro-depominated notes (296) 385 (75) — _— —

N anionents were Feddassiticd from AQCL {mto e ome related o the sale of a subsidian.

Interest Rate Risk Management

The Company may use interest rate swap contracts on certam investing and borrowing transactions to manage its net exposure 1o interest rate changes and to
reduce its overall cost of borrowing. The Compuny docs nol use leveraged swaps and. in general. does not leverage any of its investment actvites that would put
principal capital at resk.

In January 2021, five intcrest rate swaps with a total notional amount of $1.15 billion matured. These swaps cffectively converled the
Company’s $1.15 billion, 3.875% fixed-rate notes duc 2021 te variable rate debt. At December 31. 2021, the Company was a party to nine pay-floating, receive-fixed
interest rate swap contracts designated s fair value hedges of fixed-rate notes in which the notional amounts match the amount of the hedged fixed-rate notes ax detailed
in the table below:

2021
Number of Interest Rate Total Swap Notional
Debt Instrument Pa1 Vakue of Debt Swaps Held Amaunt
2.40% notes due 2022 § 1,00 4 5 1,000
2.35% notes due 2022 - 1,258 3 1.250

1 These interest vate swaps matured m February 20022,

The interest rate swap contracts are designated hedges of the fair value changes in the notes attributable to changes in the benchmark LIBUR swap rate. The
fair value changes in the notes attributable to changes in the LIBOR swap rate are recorded in interest expense along with the offsetting fair value changes in the swap
contracts. See Note 2 for a discussion of the pending discontinuation of LIBOR as part of reference rate reform. The cash flows from these contracts are reported as
operating activities in the Consolidated $tatement of Cash Flows.
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The table below presents the location ef amonnts recorded on the Consolidated Balance Sheet related to cumulative basis adjustments for tair value hedges as
ol Deceaber 31
Cumulative Ameunt of Fair Value Hedging
Adiustment Increase (Decieased Included in the

Carrvimg Amount of Hedged | habiliies Carrying Amount
2021 2020 2021 2020
Balance Sheet Line Irem in which Hedged ftem is Included
I aans payable and current portion of long-term debt b 2263 % L1500 % 13 3 —
Long-Term Dbt — 2301 — 53

Presented in the tuble helow is the fair value ol derivatives on a gross basis segregated hetween those derivatives that are designated as hedging mstruments
and those that are not designated as hedging instruments as of December 31-

2021 2020
Fair ¥alue of Fair Value of
Derivative LS. Dollar Dernative LS. Dollar
Butance Sheet Caption Asset Liability Notional Axset Liability National
Derivittiines Designaeed as Hedgmg
Instruments
Interest rate swap contragls Other current assels b 14 % — 3 2,250 3% [ — 5 1.150
Intcrest rate swap contracls Other Assets — — — 34 — 2,250
Foreign uxchange contracts Other current asgets 271 — 6,778 12 —_ ENEE]
Forcign exchange contracts Other Asscts 43 — 1,551 45 — 2,030
Forcign exchange contracts Accrued and other current labilitics — 24 1,623 —_ 217 3.049
Foreigm exchange contracts Other Noncurrent Liabilities — 1 43 -— 1 52
¥ 128 % 25 % 12,245 § 112§ 218 8§ 13,714
Devivatives Mot Designoted as Hedging
Instruntents
Furcign exchange contragrs Other current assets % 221§ — 8 10,073 S 78 — 3 7,260
Foreign exchange contracts Accrued and other cuirent liabilities — 96 10,640 - 307 11,810
$ 221§ 96 % 20,713 S 70S w7 S 19,670
5 54% % 121§ 32,958 § 1R2 S 525 S 32,784

As noted above, the Company records ifs derivatives on a gross basis in the Consolidated Balanee Shect. The Company has master nefting agrecinents with
scveral of its financial institution counterparties (see Coneentiarivas of Credii Risk below). ‘The following table provides information on the Company's derivative
positions subject to these master nefting arrangements as il they were presented on a net basis, allowimg for the nghi of offset by counterparty and cash collateral
exchanged per the master agreements and related credit support annexes at December 31:

2021 2020
Asset Liability Asset Liahility
CGiross amounts recognized in the consolidated balance sheet 4 549 % 121 % 182§ 325
Gross amourits subject 1o offset i nuaster neding arrangements not olfset in the consolidated balance sheet (1imn (11 (156) {150)
Cash collateral posted/received (164) — — (36)
Net gimounts b3 275 8§ 11 h 26 % 133
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The table below provides intormation regarding the location and amount of pretax (pains) losses of derivatives desigmated in fair value or cash How hedging

relationships:
Other (icome) expense, et Other comprehensis e ncome | lossy
Yeurs Ended Decomber 31 2021 2014 2021 2020 00 2021 2020 2019
Financial Stetement Line Tens in which Effects of Fair
Value or Cash Flow Hedges are Recarded 48,714 41,518 39021 8% (1,341} {890) 128 % L756 % 44ty % {648}
(Gan} loss on Fair value hedging relationships
Interest rate swap conmacts
Hedged iems (40} ) 9= —
Derivatives designated as hedging inshuments — — 1 {76) {65} — — —
Impact of cash tlow hedping relationships
Foreign exchange contracts
Amount of gam (loss) recognized n 207 on
denvatives - — - a3z {343) "7
{Decresse) increase in Sales as a rosult of AGCL
reclassifieations {194) (6} 255 — — - 194 & (255)
Interest fute contracts
Amount of gaun recognized in Qther tincomel expense.
ner on derivatives — — (2} {4 (41 —_— — _—
Amount of luxs 1ecognized i GCT on derivatives — — — — — {2) {4 [1]

" Ineerest expense 13 a companent of Other (income) ¢xpense. net,

The table below provides information regarding the income statement effects of derivatives not designated as hedging instruments:

Amount of Derivative Pretax (Gaint foss Recognized 1n

Income
Years Ended Decenter 11 2021 2020 2019
Derivatives Not Designated as Hedging Instrumenis Income Staterment Caption
Foreign exchange contracts r+ Other {incomc) expense, net s RN K I o2 % 174
Foreign exchange contracts Sales 9 13 1
Interest rate conliaets (nher (ncowe) expense, net — g -
Forwurd contract related to Seagen common steck Rescarch and development expenses — 15

U These derivative confrucs primarilc mtigate changes in the value of remeasered foreign curvenoy denominated manetany assets and Gabilities attriburable to changes in foreign currency exchange
rates Amoant in 2021 includes o foss on forvard eachunge contracts ettercd into in conjunciion with the spin-off of Giganon

1 These derivatives serve ws economic hedges of ferecasted trunsaciions

' These derivatives serve gy econone Kedyes dgpainsi rising O edsiny vales

At December 31, 2021, the Company estimates $170 million of pretax net unrealized gains on derivatives maturing within the next 12 months that hedge
foreign currency denommnated sales over that sume period will be reclassitied from AGCL to Swfes. The amount ultimately reclassified to Safes may differ as forelgn
exchange rates change. Realized pains and losses are ultimately determuined by actual exchange rates at niaturity.
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Investments in Debt and Equity Scecyrities

Information on ivestments in debl and equily securities at December 31 1s ax (ollows:

2021 2020
Amortized Gross Unrealized Fair Amorized Gross Unrealized Fan
Cost Gains Losses Valuc Cost (aing Losses Value
1.8, government and agency securities $ 80 3 — 8 — 5 80 3 8 % — % — 3 84
Foreign goyernment bonds 2 — _ 2 5 — _ 5
Corpotate notes and bonds 4 — — 4 — . — _
Total debt secunitivs 86 — — 86 39 - K9
Publicly raded equity securities V- 1,647 L8/
Total debt and publicly 1raded equity sceuriries 5 1,733 3 1.876

e Unreadized tet fosses recerded in Other (neome) cxpense, net on gty securitios stll hold at December 31 2020 were 3232 wiithon during 2021, Unrealized niet gaing recorded in Other fincone)
expense, net on egurn securines Sl held ar December 31 2020 were Y163 mitlion durmg 20210

At December 31. 2021 and 2620, the Company also had $596 million and $586 million. respectively. of equity investments without readily determinable fair
values included in Other Assers. The Company records unrealized gains un these equity investments bused on favorable observable price changes from ransactions
involving similar investments of the same mvestee and records unrealized losses based on unfavorable observable price changes. which are included m {Maer (income)
expense, net. Dunng 2021, the Company recorded unrealized gamns of $110 mitlion and unreatized losses of $1 million related to certain of these equity investments still
held at December 31, 2021, During 20290, the Company reconded unrealized gains of 562 million and unrealized losses of $3 million rclated 1o certain of these
investenents still held at December 31, 202¢. Cumulative unrealized gains and cumulative unrealized losses based on observable price changes for iy estments in equity
investments without readily determinable far values still held at December 31, 2021 were $234 million and $7 million, respectively.

At December 31, 2021 and 2020, the Company also had $1.7 billion and %806 millon, respectively, recorded in Other Assers for equity securtties held
through ownership interests in ivestment funds. (Gains) losses recorded in Other (income} expense pet relating to these investment funds were 5(1.4) billion,
$(383) million and $113 million for the years ended December 31, 2021, 2020 and 2019, respectively.

Fair Value Mcasurements

Fair value 15 defined as the exchange price that would be receved for an assct vr paid fo transfer a habilty (an exit price) in the principal or most
advantageous market for the asset or liability m an orderly transaction between market participants on the measurement date. The Company uses a fair value hierarchy
which maximizes the use of observable inputs and minimizes the use of unobservable inputs when measuring fatr value. There are three levels of inputs used to measurc
fair value with Level 1 having the highest priority and Level 3 having the lowest;

Level { — Quoted prices Minadiusted) in active markets for identical assets or Habifitics.

Level 2 — Observable inputs other than Level 1 prices. such ss quoted prices for similar assels or liabilitics, or other inputs that are ebscrvable or cun be
cormoborated by observable market data for substantially the full term of the assets or abihities.

Level 3 — Unobservable inputs that are supporicd by little or no market activity, Level 3 asscts or liabilitws are those whose values are determined using
pricing models, discounted cash flow methodologies, or similar techniques with significant unobservable inputs. as well as assets or liabilities for which the
determination of fuir value requires significant judgment or estimation,

if the inpws used to measure the financial assets and lisbilities fall within more than one level described above, the categorization is based on the lowest level
input that is significant to the fair value measurement of the instrument.
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Financial Assets and Liabilities Measured at Fair Value on a Recurring Busis
Financial assets and liabilities measured at fair value on a recwrring hasis at December 31 are summarized helow:

Fair Value Measurements Using Fuir Value Megsuiemants Using

Level 1 Level 2 Level 3 Lutal Lovel 1 Teaeld Luwsl ¥ 1oal
2421 U

Im esiments
Rz o | 5 — s 2 s . s s s s ~ s 5
Publicly traded equity securities 368 — — K 78U Tut
] 268 2 — 370 730 5 _ 785
Other wsers W
V8, erEERer ey 80 - - 8o % — — #4
Corporate notes and bonds q — q _ — "
‘Publiclytraded equity ceurinics! 1279 — 1,279 1.007 — — 1007

1,363 — 1363 1uyl Lyl
Fonward exchange conracts — 35t — R51 — iy uf)
IPurchascdiCuiencyJoption: — 154 — 184 — R¥j -- 37
Lntarest vafc swaps — 14 — 14 — a4 5%
| - 54¢ — 54y — 182 182
Tolal asscls 5 1731 § 581§ 3 1,282 b 1871 1875 - 4 2058
T R
Craher iohilives
B amitaln | s — s — s 7T s ™S — — s s § §4l
Dervivative Liubilitic 2
Forard l:xch.aigg H — 120 —_ 10 — 5015 — 15
Writlen currency aplions — L — 1 - 2 — 2t

- 121 121 — 525 — 525

Tetal habilities € — 3 121 % T8 RO§ S — AP AT (Al 5 1,366

A fnvestments included (n other assets are tesiricted as o use includimg for the pavment af benvdits vivder eniplin ee Penefit plans.

2 The fair value determination of derivatives includes the impact of the veedit rish of coviterparties to the derivatives and the Company s swn credir rish, the eflects of which were nor significant.

As of December 31, 2021 and 2020. Cash and cash equivalents include cash equivalents of §6.8 bifion (which would be considered Level 2 in the fair value

hierarchy).
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Cuntingent Consideration

Summarized information about the changes in the fair value of liabitities for contingent consideration assoctated with business combinations is as [ollows:

2021 2024
Fair value January | § 841 3% 767
Additions — 97
Changes in estimated tair value a7 83
Payvments (109) (1{6)
Other (12) —
Lair value Pecember 311775 s 777 % 54

 Recarded i Cost of sules, Research and developmient expenses. awd Other (income expense, net Jrcindes cisnative iravdation admsmicins

2 Batanee ad Decomber 31, 2021 metudes $131 mithon reconded uy a ciyient abdiny por amonnts expected 1o be pald withnt the pext 12 months

A Deeember 312021 and 20200 56200 nulton and 371 anlion, respecavelv, of the livlifites relare to the wernunation of the Sanofi Pastear MSD jomne vennire i 2008, 45 part of the ternmnation,
Mevek recorded a ety for consingent fibwre rovalty eooments of 11 595 on net sales of wll Mevck products that were previously sold by the jorr verture throagh December 3102024 The fair
value of this habifin Is deterwined wiihzing the eshmated amount and tming of projecied cash Hows using a visk-adpsted discount vare of 8% to present value the cash flows,

The additions to contmgent consideration in 2020 relate to the acquisition of Ihemus {sce Note 43 The payments of contingent consideration in both ycars
relate 1o the Sanufi Pasteur MS13 habilities described above,

Other Fair Value Measurementys
Some of the Company’s tinancial instruments. such as cash and cash equivalents. receivahles and payables, are reflected in the balance sheet ut carrying
value, which approximates fair value due o their short-term natare,

The estimated fair value of loans payable and leng-term debt (including current portion} at December 31, 2021, was $35.7 billion compared with a carrying
value of 5331 billton and at December 31, 2020, was $36.0 biilion compared with a carrying value of $31.8 billion. Fair value was estmated using recent observable
market prices and would be considered Level 2 in the fair value hierarchy.

Concentrations of Credit Risk

On an ongoing basis, the Company monitors concentrations of credit risk associaled with corporate and government issuers of securities and financial
institutions with which it conducts business. Credet exposure limits are established to limit a concentration with any single issuer or mstitution. Cash and invesiments are
placed 1n instruments that meet high credit quahty standards. as specified in the Company’s investment policy guidelines.

‘The majerity f the Company s accounts receivable arise from product sales in the U.S., Europe and China and arc primarily due from drug wholesalers and
retailers, hospitals. government agencics, managed health care providers and pharmacy benefit managers. The Company monitors the financial performance and
creditworthiness of its customiers so that 1t can properly assess and respond to changes in their credit profile. Ihe Company also continues to monitor global economic
conditions. including the volatility associated with intermationaf sovereign econones, and associated impacts on the financial markets and its business.

The Company’s customers with the largest accounts receivable balances are: MeKesson Corporation, AmeriscurceBergen Corporation and Cardinal Health,
Inc., which represented approximately 20%. 15% and 10%, respectively. of total accounts recetvable al December 31, 2021, The Company menitors the creditworthiness
of its customuers to which it grants credit terms in the normal course of business. Bad debts have been minimal. The Company does not nommally require collateral or
other security to support credit sales,

The Company has accounts receivable factoring agreements with financial institutions in cerlain countnes to sell accounts receivable. The Company factored
32.8 bllion and $2.1 billion of accounts recervable as of December 31, 2021 and 2020, respectively, under these fuctoring arrangements, which reduced outstanding
accounts receivable. The cash received from the financial institutions s reported within operating activities in the Consolidated Staterment ot Cash Flows. In certain of
these factoring arrangements, for ease of administration, the Company will collect customer payments related to the lactored receivables, which it then remits to the
finaneial institutions. At December 31, 2021 and 2024, the Company had collected $62 million and $102 million,
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respectively, on hehalf of the financial mstitutions, which is reflected as restricted cash in Ocher current assets and the related obligation to remit the cush within
Acertied and other ewrvent liabitities. The Company remitted the cash 1o the tinancial institutions in January 2022 and 2021, respectively. The net cash Lows relating 1o
these eollections are reported as financing activtties in the Consolidated Statemoent of Cash Flows. The cost of factoring such accounts recervable was de minimis.

Derivative financial instruments arc executed under International Swaps and Derivatives Assoctation master agreements. The master agreements with several
of the Cowpany's financial institution counterparties also include credit support anpexes. ‘These annexes contain provisions that require celateral 1o be exchanged
depending on the value of the derivative assets and liabilitics, the Company’s credit rating. and the credit rating of the counterparty. Cash collateral received by the
Company from vanous connterparties was 5164 million at December 31, 2021, The obligation 1o return such collateral ts recorded in Accrued and other current
Hahilines. Cash collateral advanced by the Company to connterparties was $36 mullion at December 31, 2020,

% Inventorics

Inventornes al December 31 consisted oft

2021 202¢Q

Finished goods 5 1,747 % 1.610
Raw materials and work in process 6,220 5,949
Supplies 196 146
Total (approxiiftates CUITCIY €OSt) 8,163 7,703
Decrease to LIFO cost (16) (RB1y
% 8,147 5 7,624

Recognized as:
Inventories b 5951 S 5.554
Other assets 2,194 2070

Inventories valued under the LIFO method comprised approximately $3.3 billion and $2.8 billion at December 31, 2021 and 2620, respectively. Amounts
recognized as Grher assets are comprised almost entirely of raw materials and work in process mventories. At December 31, 2021 and 2020, these amounts included
$1.9 bullion and 51.8 billion, respectively, of inventories not expected to be sold within one year. In addition. these amounts included $236 million and 5279 millron at
December 31,2021 and 2020, respectively. of inventories praduced in preparation for praduct launches.

9. Goodwill and Other Intangibles

The following table swmmarizes goodwill activity by segment:

Pharmaceutical Animal Health All Other Total
Balance Januvary 1, 2020 $ 14,825 % 3492 8 52 % 18,06%
Acquisitions 742 105 — 847
Drivestitures — — (54) {54)
Other 47 (29} 2 29
Balance December 31, 2020 & 15,614 3,26% — 18,882
Acquisitions 2,431 s _ 2,436
Other 1/ {d8) (6) — (54)
Balance December 31, 2021 & 5 17,997 § 3267 % — & 21,264

2 Incfudes cunndative transfation adpustiments on guodwill halaices,

= Acewmatated goodnill imputrment fosses were S321 million af both December 31, 20270 and 2020,

The udditions 10 goedwill in the Pharmaceutical segment in 2021 were primarily related to the acquisition of Acceleron. The additions to goodwill in the
Pharmaceutical segment in 2020 were primarily related to the acquisitions of ArQule and Themis. Sec Note 4 for more information on these acquisitions.
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Other acquired intangibles al Decernber 31 consisted of:

2021 20241
Gross Gross
Carrying Accumnulatend Carrying Accumulated
Amount Amortization Net Amount Amortization Net
Products and product rights $ 23,671 § 15,716  $ 7,895 3 20,928 % 16.138 § 4,790
IPR&D 9.281 — 9,281 3.22% — 3.228
Trade names 2,882 493 2,389 2.882 352 2,530
Licenses and other 6,604 3.236 3,368 6149y 2,646 3.353
3 42,438 § 19505 8 22,933 % 33237 % 19.136 §$ 14,101

Acquired intangibles inelude products and product rights, IPR&I, trade names and patents, heenses and other, which arc initially recorded at fair value,
assigned an estimated usetul lite, and amortized prmarily on a straight-line basis over their estimated uselul lves. Some of the more significant acquired tntangibles, on
a net basis, related to human health marketed products (included in products and product rights above) at Becember 31, 2021 include Replozvl, $3.8 billion; Zerhaxa,
S478 million: GardasilGardasil 9. $191 mylon: Bridion. $143 milion: Dificid, $145 million: Stvexrro. $138 mullion; and Sitmpor. $101 million. Additionally, the
Coumpany bad $5.0 billien of net acquired intangibles related to animai health marketed products at December 31, 2021, of which $2.3 billion relate primarily to trade
names obtained threugh the 2019 acquisition of Antellig (see Note 4). At December 31, 2021, IPR&T} primartly relates to MK-7962 (sotatercept), $6.4 billion, obtained
through the acguisition of Acceleron in 2021 (sce Note 4); MK-1026 (nemtabrutinib). $2.0 billion, obtained through the acguisition of ArQule in 2020 (see below and
Note 4); and MK-7264 {gefapixant} S432 million, obtained through the acquisitien of Afterent Pharmaceuticals in 2016. Some of the more significant net intangible
assets included in licenses and other above at December 31, 2021 invlude Lynparza, $1.1 billian, related to a collaboration with AstraZencea: Lenvima. $1.0 billion,
related to a colluboration with Lisai; Adenipas, $806 million related to a vallaboration with Baver; and Verquvo, 368 milkion, also related 1o a colluboration with Bayer.
See Note 5 tor additional mformation related to the intangible assets associared with these collaborations.

In 2020, the Company recorded an impairment charge of $1.6 billion within Cost of sales 1elated to Zerhaxa (celtolozane and tazobactam) for injection. a
combznation anfibacterial and beta-loctamase inhibitor for the treatment of certain bacterial infections. In December 2020, the Company temporarily suspended sales of
Zerhava, and subsequently issucd @ product recall, following the identification of product sterility issucs. The recall constituled a triggering event requiring the
evaluation of the Zevbara intangible asset for wnpairment. The Company revised its cash flow forecasts for Zevbava utilizing certain assumptions around the return to
market timeline and anticipated uptake in sales thereafter. These revised cash flow forecasts indicated that the Zerbaxa mtangible asset value was not fully recoverable
on an undiscounted cash flows basis. The Company utilized market participant assumptions o determine its best estimate of the fair value of the imangible asset related
ta Zerhaxa that, when compared with its refated carrying value, resulted in the impairment charge noted above. The Company also wrote~off inventory of $120 million to
Cust of sales n 2020 related to the Zerbuxy recall. A phased resupply of Zerbaxa was initiated in the fourth quarter of 2021

In 2019, the Company recorded impairment charges related to marketed products and other intangbles of $705 million. Of this amount, 3612 million related
to Sivextro (tedizolid phosphate), a product for the treatment of acute bacterial skin and skin structure infections caused by designated susceptible Gram-positive
organisins. As part of a reorgamzation and reprioritization of its internal sales force. the Company made the decision 1o cease promotion of Sivextro m the U.S. market
by the end of 2019, This decision resulted in reduced cash [low projections for Sivextre, which indicated that the Sivevfro intangible assef value was not fully recoverable
on an undiscounted cash flows basis. The Company utilized market participant assumptions 1o determine its best estimate of the fair value of the intangible asset related
1o Sivevtro that, when compared with it related carrving value. resulled in the impairment charge noted above.

{PR&D that the Company acquires through business combinations represents the tair value assigned to mcomplete esearch projects which. at the time of
acquisition, have not reached technofogical feasibility. Amounts copitalized as [PR&IY are accounted Jor as indefinite-lived infungible assets. subject (o impairment
testing until
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completion vr abandonment of the projects. Upon successtul completion of each IPR&D project. the Company will make @ separate determination as 1o the then-usetul
life of the asset and begin amortization.

In 2021, the Company recorded a 3275 willion IPR&D impamnen! charge within Revearch and development expenses related to nemtabrutinib (MK-1026). a
novel, oral BTK miubilor currently being evaluated for the treatment of B-cell malignancies, obtained in connection with the acquisilion of ArQule (see Note 4). As part
uf Merch's annual impainment assessment of IPR&D imtangible asscts, the Company estimated the current fair salue of nemtabrutinib wiilizing projected future cush
flows. The market participant assumptions wsed to derve the forccasted cash flows were updated 1o retlect the current competitive [andscape for nemitabrutinib,
including incrcascd capected development costs for additional clinical trial data needed to develop nemitabrutinib, as well as a delay in the anticipoted launch date for
nemtabrutmib, which coilectively reduced the projected future cash flows and estimated fair value. Additionally, the discount rate utilized to determine the current fair
value of the asset was reduced 10 8.5% to refleet the current tisk profile of the asset. The revised estimated fair value of nemtabrutinib when compared with s related
carrying value resulted in the [PR&D smparrment charge noted above. The remaining IPR&D intangible asset related to nemtabrutinib is $2.0 billion. If the assumptions
used to eslimate the tair value of nemtabrutinib prove to be incorrect and the development of nemtabrutinib does not progress as anticipated therehy adversely aftecting
projected future cash flaws. the Company may record an addilional imparrment charge in the future and such charge could be material.

In 2020. the Company recorded o $%0 million IPR&D impairment charge related to a decision to discontinue the development program for COVID-19
vaceine candidate V591 following Merck’s review of findings from a Phase 1 clinical study for the vaccine. In the smdy. V3591 was generally well tolerated, but the
inmune responses were inferior to those seen following natural infection and those reported for other SARS-CoV-2-.COVID-19 vaccines. The discontinuation ot this
development program also resulted in a reversal of the related liability for contingent consideration of $45 million.

tn 2019, the Company recorded $172 million of IPR& LD impairment charges. OF this amount, $155 million relates to the wnite-off of the intangible assct
balance for programs obtained in connection with the acquisition of IO0met Pharma Ltd following a review of clinical trial results conducted by Merck, atong with
external clinical trial results for similar compounds. The discontinuation of this clinical development program also resulted in a reversal of the related liability tor
contingent consideratton of $11 million.

The IPR&L projects that remain in development are subject to the imherent risks and uncertainties in drug develapment and it is possible that the Company
will nut be able to successtully develop and complete the [PR&D programs and profitably commercialize the underlying product candidares.

The Company may recognize additional non-cash impairment charges in the tuture related to other marketed products or pipeline programs and such charges
could be material.

Aggregale amorlivation expense primarily recorded within Cost of safes was $1.6 billion in 2021, $1.8 billion in 2020 and $1.7 billion in 2019. The estimared
aggrepate amortizatien expense for each of the next five years is as [ollows: 2022, $1.7 billion: 2023, $1.6 billion: 2024, $£.6 billion; 2025, 81,4 billion: 2026, §1.4
billion.

10. Leans Payable, Long-Term Debt and Leases

Louns Puvible

Loans payable at December 31, 2021 included $2.3 billion of notes due in 2022 and $149 million of long-dated notes that are subjcct to repayment at the
option of the holders. Loans payable at December 31, 2020 included $2.3 billion of notes due in 2021, $4.0 ballion of commercial paper borrowings and $73 million of
long-dated notes that are subject ta repavment at the option of the holders, The weighted-average interest rate of commercial paper borrowings was 0.08% and 0.79% for
the years ended December 21, 2021 and 2020. respectively.
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Longr-Term Debt

Long-term debt at December 31 consisted of:

2021 2020
2.75% potes due 2025 § 2,495 § 2.493
2.15% notes due 2031 1,986 —
2.75% notes due 2051 1,979 —
37084 notes duc 2045 1,977 1,976
2.80% notcs duc 2023 1,749 1,748
3,400 notes due 2029 1,736 1,734
1.70% notes due 2027 1,493 —
2. 90% notes duc 2061 1,484 —
4.00% notes due 2049 1,470 1,469
4.15% notes due 2043 1,239 1.238
1.45% notes due 2630 1,235 1,233
2.45%, nites due 2050 1,212 1,211
1.875% euro-denominated notes due 2026 1,123 1218
190, notes due 2028 994 -—
0.75% notes due 2026 993 991
3.904%0 notes due 2039 984 983
2.35% notes due 2040 283 982
2.920% notes due 2124 748 746
6.50% notes due 2033 715 719
0.50% euro-denominated notes due 2024 563 6ll
1.375% eure-denominated notes due 2036 559 606
2.50% euro-denominated notes due 2034 558 605
3.60% notes due 2042 491 491
6.535% notes due 2037 409 411
5.75% notes due 2036 338 338
5.95% dehentures due 2028 k1) 3006
5.85% notes due 2039 271 271
6.40% debentures due 2028 250 250
6.30% debentures due 2026 135 135
2.35% notes due 2022 — 1.269
2.40% notes due 2022 —_ 1,032
Other 215 294

$ 30,690 % 25,360

Other {as presented in the table ybove) includes horrowings at variable rates that resulled in effective interest rates of zero and (.45% for 2021 and 2020,
respectively.

Wilh the exception of the 6.30% debentures due 20206, the notes listed in the table above are redecmable in whele or in part, at Merck's option at any time, at
varying redemption prices.

In December 2021, the Company issued $8.0 billion principal amount of senior unsecured notes consisting of $1.5 billion of 1.70% notes duc 2027,
$1.0 billion of 1.90% notes due 2028, $2.0 billion of 2.15% notes due 2031, $2.0 billion of 2.75% notes due 205t and $1.5 billion of 2.90% notes dus 2061. Merck used
the net proceeds from the offering of the 2027 notes, the 2031 notes, the 2051 notes and the 2001 notes for general corporate purposes, including the repayment of
outstanding commercial paper borrowings fincluding commercial paper borrowings in connection with Merck's acquisition of Acceleron). and other indebtedness.
Merck allocated an amount equal to the net proceeds of the offering of the notes due in 2028 to tinance or refinance, in whole ot in part, projects and partnerships 1 the
Comipany’s priority cnvironmental, social and gevernance (ESG) arcas.
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Effcctive as of November 3. 2009, the Compuny executed a tul! and unconditional guarantee of the then existing debt of its subsidiary Merck Sharp &
Dohme Corp. {MSDY} and MSD cxeented a full and unconditional guaransee of the then existing debt of the Company (excluding commeteial paper), nctuding for
paymenis ot principal and interest, These wuarantees do not extend to debt issued subsequent 1o that date.

Certain of the Conpuany’s borrowings require that Merck comply with covenants and, at December 31, 2021 the Company was in compliance with thesc
covenants.

The aggregate maturifies of long-term debt for each of the next five years ate us follows: 2022, $2.3 billien: 2023, $1.7 hillion; 2024, 31.3 billion; 2025, $2.5
billion: 2026. $2.3 billion. Interest pavments related to these debt oblipations are as follows: 2022, $910 million; 2023, $875 million: 2024, $838 million; 2025, §771
million; 2026. 743 milhon.

I'he Company has a $6.0 biltion credit facihity that matures in June 2026, The [acility provides backup liquiddy for the Company’s comumereial paper
borrowing facility and is to be nsed for general corperate purposes. The Companty has not drawn funding from this facility.

Leases

The Company has operating leases primarily for manufacturing fucilities. research and development tucilities, corporate offices. employee housing, vehicles
and certain equipment. The Company determines if an arrangement is a lease 4t inception. When evaluating contracts for embedded leascs, the Company exercises
judgment to determine if there 1s an explicit or implicit identified asset in the contract and if Merck controls the use of that asset. Embedded leases, primarily associated
with contract manufacturing organizations, are immatertal. The lease term includes options to extend or terminate the lease when it 18 reasonably certamn that Merck will
exereise that option. Real estate leases for facilities have an average remaining lease term of seven years, which inciude options 1o ¢xtend the leases for up to four years
where applicable. Vehicle leases are gencrally in cttect for four years. The Company does not record short-term leases (leases with an infial term ot 12 months or less}
on the balance sheet; however, Merck currently has no short-term keases.

Lease cxpense for operating lease payments is recognized on a straight-line basis over the term of the lease. Operating lease asscts and liabilities are
recoghized based on the present value of tease payments over the lease termi. Since the Company s leases do not have a readily determinable implicit discount raie, ihe
Company uses its incremental borrowing rate (o calculate the present value of lease payments by asset class. On a quartetly basis, an updated incremental borrowing rate
15 determined based on the average remaining lease term of each assct class and the Company’s pretux cost of debt for that same tenn. The updated rutes for cach asset
class are applied prospectively 1o new leases. The Company does not separate lease components (¢.2. payinents Lor rent, real estate taxes and insuwrance costs) from non-
lease components (e.g. common-ares mainlepance costs) in the event that the agreement contains both. Merck includes bolh the lease and non-lease components for
purposes of calculating the right-of-use asset and refated lease liability (it the non-lease compuonents are fixed). For vehicle leases and employee housing. the Company
applies s portfolio approach to account for the operating lease assets and Habilitics.

Certain of the Company’s lease ugreements contain variable lease payments that are adjusted periodically for inflation or for actual operating expense true-
ups compared with estimated amounts: however, these amounts ore immaterial. Sublease income and activity related to sale and leaseback transactions are nmatcrial.
Merck’s lease agreements do not contain any material residual value guarantees or material restrictive covenants.

Operating lease cost was $343 msllion in 2021, $340 million in 2020 and $333 millien in 2019. Cash paid for amounts mcluded in the measurement of
operating lease liabilities was 5340 million i 2021, $334 tllion in 2020 and %275 million in 2019, Operating lease assets obfained in exchange for lease obligations
were $117 million in 2021, $473 millier in 2020 and $125 million in 2019,
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Supplemental balance sheet information related to operating leases 1s as follows:

Decenber 31 2021 2029
Assets
Other Assets /) $ 1.586 $ 1,658
Liabilities
Accrued and other current liabilitics 304 291
(ther Noncurrent Liabilities 1,225 1,335
3 1,529 S 1,626
Weighted-average remaining lease term (years) 7.0 8.0
2.6V 2.8 %

Welghted-average discount rate

A fnclides prepoid feases that have no related Jease Habilin

Marurities of operating leases liabilities are as follows:

2022 $ 336
2023 292
2024 242
2025 178
2026 146
Thereafter 511
Total lease payments 1,705
Less: Imputed interest 176

$ 1,52%

At December 31. 2021, the Company had entered into additional real estate operating leases that had not vet commenced: the obligalions associated with
these leases rotal S86 millien.

11. Contingencies and Environmental Liabilities

The Company is invelved 1 various claims and legal proceedings of s nature considered normal 1o its business, including product liabitity, intellectual
property, and commercial litigation, as well as certain additional matters inciuding goyvemmental and environmental matters. In the opinion of the Company. it is
unlikely that the reselution of these matters will be material to the Company s [inancial condition. results of operations or ¢ash flows.

Given the nature of the litigation discussed below and the complexities mvolved in these matters, the Company is unable 1o reasonably estimate 2 possible
loss or Fange of possible loss for such matters until the Company knows, among other factors, {i) what claims, it any, will survive dispositive motion practice, (11} the
extent of the claims. including the size of any potenial class, particubarly when damages are not specified or are indeterminate, {in) how the discovery process will affect
the litigation. (iv) the settlement posture of the other parties to the litigation and {v) any other factors that may have a material effect on the itigation.

I'he Company records accruals for contingencics when it is probable that a liability has been incurred and the amount can be reasonably estimated. These
accrualy are adjusted periodically as assessments change or additional information becomes available. For product liability claims, a purtion of the overall accrual 15
actuarially determined and considers such [actors as past experience, number of claims reported and estimares ot claims incurred but not yet reported. [ndividually
significant contingent losses are accrued when probable and reasonably estimable. Legal defense costs expected to be incurred in connection with a loss contingency arc
uccrwed when probable and reasonably estimable.

The Company's decision to obtain insurance coverage is dependent on market conditions, including cost and availability, existing at the time such decisions
arc made. The Company has evaluated its risks and has determined that the cost of obtaining product liability insurance outweighs the likely benefits of the coverage that
is srailable and. as such, has no inswrance for most product liabilitics.
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Preduct Liability Litigation
Fozamax

As previously disclosed. Merck is a detendant i product liability lawsuits in the .8, involving Fosamax (Fosamax Litigation). As of December 31, 2021,
approximarcly 3.470 cases are pending against Merck in either a tederal multidistrict litigation (Femr Fracture MDAy or state court. Plaintitts in the vast majority ot
these cases generally allege that they sustained femur fracnwres and/or other bone injuries (Femur Fraclures) in association with the use of T'osarmax.

In March 2014, the Femar Fracture MDL court dismissed with prejudice approaimately 650 cases on preemption grounds. Plamtiffs in approximately 515 of
those cases appealed that decision to the U8, Court of Appeals for the Third Circuit (Third Circuit). In March 2017, the Third Cireutt 1ssued a decision reversing the
Femur Fracture MDL court™s preemption ruling and remanding the appealed cases back to the Femur Fracture MDL court. [n May 2019, the U.S. Supreme Court
decided that the Third Circuit had incorrectly concluded that tle issue of preemption shauld be reselved by a jury, and accordingly vacated the judgment of the Third
Circutt and remanded the proceedings back to the Third Cireuit to address thie issuc in a manner consistent with the Supreme Court's opinion. In Movemnber 2019, the
Chird Circuil terandvd the cases back to the District Courl in order to allow that court to determine in the [irst instance whethet the plantilfs® state law claims arce
preemipted by federal law under 1he standards described by the Supreme Court in its opinion. Briefing on the issue is closed, and the partics await the decision of the
District Court,

Biscovery is presently stayed in the Femur Fracture MDL. As part of the spin-olT of Organon. Organon is required to indemnify Merck for all habilities
relating 1o, unsing from, or resulting, from the Fosamax Litigation.

JamviarJanumet
As previously disclosed, Merck is a defendant in produet liability lawsuits in the U.S. involving Junuvia and/or Janunier. As of December 31, 2021, Merck is
aware of approximately 675 product wsers alleging that Janmvia and or Jamamet caused the development of pancreatic vancer and other injuries.

Most claims have been filed in multidisteict litigation before the U.S. District Courl for the Southern District of California (MDL). On March 9. 2021, the
MUL Court issued an emnibus order granting detendants’ summary judgment motions based on preempiien and failure 1o establish gencral causation, ay well as granting
defendants” motions 1o exclude plaintitls” expert witnesses. The plaintifis appeated that order. Since that time. more {han half of these claims have been dismissed with
prejudice as to Merck. and on October 5, 2021, the U.S. Court of Appeals for the Ninth Circuir dismissed the appeal as to Merck and two of'its codefendants.

Outside of the MDL, the wajority of claims have been filed in coordinated procecdings before the Supurior Court of Calitornia, County of Los Angeles
(Calitornia State Court). On April 6, 2021, the court in Califernia issucd an omnibus order granting defondants’ summary judgment motions and also granting
defendants” motions 10 exclude plaintifts” expert witnesses.

As of December 31. 2021, six product users have claims pending against Merck in state courts other than California, including Illinols, In June 2017, the
linois tnal court denied Merck’s motien for summary judgment based on federal preemption. Merck appealed, and the Illinois appellate court aftirmed in December
2018. Merck filed a petition for leave to appeal to the Illingis Supreme Court in February 2019, In April 2019. the llinois Supreme Court stayed consideration of the
pending petition to appeal until the U.S. Supreme Court issued its apinien in Merck Sharp & Doluie Corp. v. Albrecht (relating to the Fosamax matter discussed above).
Merck filed the opinion in Afbrechi with the Tllinois Supreme Court in June 2019, The petition for leave to appeal was decided in Scptember 2019, in which the Ilinors
Supreme Court directed the intermediate appellate court to reconsider its earlier ruling. The Ilinois Appellate Court issned a favorable decision concluding, consistent
with Alhrechs. that preemption presents a legal question to be resolved by the court. In May 2020, the Illinois Appellate Court issucd a mandate to the state trial court.
which. as of December 31, 2021 had not scheduled a case management conference or etherwise taken action.

In addition to the claims noted above, the Company has agreed 1o toll the statute of limitations for approximately 50 additronal claims. The Company intends
1w continue defending against any remaining lawsuits.
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Governmental Proceedings

As previously disclosed. in the fall of 2018, the Company received a records subpoena from the LS. Attorney’s Ottice for the District of Vermom (VT
USAQ) pursuant to Section 248 of the [feslth lnsurance Porlability and Accountability Act of 1996 (HIPAA) relating (o an investigation of polential health care
offenses. The subpoena sought information relating 1o apy actual or potential business relationship or arrangement Merck has had with Practice Fusion, Inc. (PFD. &
cloud-based, electronic health records (EHR )} company that was acquired by Allscripts in Junuary 2018, Ihe Company cooperated with the government and responded to
that subpoena. Subsequently, in May 2019, Merck received a second records subpoena from the VT USAQ that broadened the government’s infonmation request by
sceking information relatmg to Merch's relationship with any EHR company. Shertly thereafter, the VT USAQ served a Civil Investigation Demnand (CID) upon Merck
stmilarly seeking information on the Company s relationships with EIER vendors. The CII explains that the govermment i> conducting a False Clauns Act investigation
concerning whether Mervk andior PEL submitted claims to tederal health care programs that violate the Federal Anti-Kickback Ststute. Merck i3 cooperating with the
govermment’s investigation.

As previously diselosed, in April 2019, Merck recerved a scl ul invesligabive inferrogatories from the California Attorney General's (tice pursuant to ats
investigation of conduct and agreements that allegedly affected or delayed competition to Lantus in the insulin market. Ihe interrogatories seek information eoncerning
Merek s development of an insulin glargine product, and its subsequent termination. as well as Merck s patent litigation against Sanofi S.A. concerning Lantus and the
resolution of that litigation. Merck is cooperating with the California Attorney General's investigation.

As previously disclosed, in June 2020, Merek recenved a C1D from the U.S. Department of Justice. The ClD requests onswers to aterrogatories, as well as
various documents, regarding temperature excursions at a third-party storage facility containing certain Merek products, Merck 13 cooperatmg weth the government’s
imvestigation and intends to produce information andior documents as necessary in response to the CID.

As previously disclosed. the Company’s subsidianes in China have received and may continue to receive inquiries regarding their operations from various
Chinese governmentzl agencies. Some of these inquiries may be related to matters involving other multinational pharmaceutical companies. as well as Chinese entities
doing business with such companies. The Company s policy is to cooperate with these authorities and to provide responses as appropriate.

As previously disclosed, from time to time. the Company receives mquines and is the subject of prelinmary investigation activities from competinon and
other gnvernmental authorities i markets outside the V.S, These authorities may include regulators, administrative authorities, and law enforcement and other similar
officials. and these preliminary inyestigation activities may include site visits, formal or mformal requests or demands for documents or materials, inquiries or interviews
and simslar matters. Certain of these preliminary inquiries or aclivities may lead to the commencement of formal proceedings. Should those proceedings be determined
adversely to the Company, monerary lines and/or semedial underfakings may be required.

Commercial and Other Litigation

Zotia Antitrust Lifigation

As previously disclosed, Merck, MSD, Schering Corporation, Schering-Plough Corporation, and MSP Sigapore Company LLC {collectively, the Merck
Defendants) are defendants in putative class action and opt-out lawsuits tiled in 2018 on behalf of direct and indirect purchasers of Zelia alleging violations of federal
and state antitrust laws, as well as other state statlory and common law causcs of action. The cases have been consolidated for preirial purposes in a federal myltidistrict
litigation betore Judge Rebecca Beach Smith in the Eastern Distriet of Virginta. In December 2018, the court denied the Merck Defendants” motions to dismiss or stay
the direct purchaser putative class actions pending bilateral arbitration. In August 2019, the district court adopted in full the report and recommendation ol the magistrate
judpe with respect to the Merck Defendants’ motions to dismiss on non-arbitration issues, thereby granting in part and denying in part Merck Defendants” motions to
dismiss. In addition, in June 2019, the representatives of the putative dircet purchaser class liled an amended complaint, and in August 2019, tetailer opt-out plaintiffs
filed an amended complaint. In December 2019, the district court granted the Merck Defendants’ motion to dismiss to the extent the motion sought dismissal of claims
for overcharges paid by enlities
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that purchased generic ezetimibe from Par Pharmaceutical. Inc. (Par Pharmaceutical} and dismissed anv claims for such overcharges.

In November 2019, the direet purchaser plaintiffs and the indirect purchaser plaintitfs filed motions fer ¢lass certification. [n Asgust 2020, the district court
granted in part the direct purchasers™ motion for class certification and certified a class of 35 direet purchasers. [n August 2020, the Fourth Circuit vacated the district
court’s class certstieanon order and remanded for further proceedings consistent with the court’s ruling. In September 2021, the direct purchaser plamnffs filed a
renewed motion tor class certilication. On January 25, 2022, the magistrate judge recommended that the distriet count deny the motion for class certificatton. On
February 8, 2022. the direct purchaser plaintitfs ftled objections to the recomsmendation. Briefing on these objections is engoing.

[n Aungust 2020, the Merch Drefendants filed 2 motion for summnary judgment and other metions. and plaintifts filed a motion for partial sumary judgment.
und other motions. Those motiens are now fully bricfed, and the court has heard argument on certain of the meotiens. The court inay hold additional hearings on the other
motions. Trial in this matter has been adjourned.

Also, m August 2020, the magistrate yudge recommended that the court grant the mobion tor class ceritficanon filed by the porative indirect purchaser class.
In August 2021, the disirict court granted certification of a class of indirect purchasers. In September 2021, the Merck Defendants petivoned to appeal the class
certification decision to the Fourth Cirewit. The bourth Cirevit denicd that petition on September 30, 2021,

In September 2020. United Healtheare Services, Inc. filed a lawsuit in the U.S. District Court for the District of Minnesota against the Merck Detendants and
others (the UHC Action). The UHC Action makes sinular allegations as those made in the Zetia class action, as well as allegations about Vytorin. In September 2020, the
U.5. Judicial Panel on Multidistrict Litigation transferred the case to the Tastern District of Virginia to proceed with the multidistniet Zetia htigation already in progress.

Tn Devember 2020, Humana Inc. filed a lawsuit in the Superior Court of the State of Califormia. County of San Francisco, against Merck and others. alleging
defendants violated state antitrust laws in multiple states. Also. in December 2020, Centene Corporation and others fifed 2 lawsuit in the Supenor Court of the State of
California, County of San Francisco. sgalnst the same defendants as Hlumana. Both lawsuits allege similar anticompetitive acts ta thase alleyed in the Zetia class action.
Tu July 2021, the California Court ruled on defendants” Motion to Quash for lack of personal jurisdictien. granting the motion as to the out-of-state claims against
defendants, and ordering linkited jurisdictional discovery with regard to the California claims.

Also, on July 16, 2021, Humana and C'entene filed actions against the Merck Defendants in New Jersey in the Bergen County Superior Court, re-asserting the
claimy that were dismissed in thetr California action. In Seplember 2021, the partics reached an agreement that Humana and Centene would file their claims in New
Jersey federal coun. seek a transfer of those claims to the multidistnct Zetia litigation already n progress, and subsequently dismiss the actions previously filed in
Calitornia and New Jersey stale courts.

In June 2021, Kaiser Foundation Health Plan, Inc. similurly filed a lawsuit in the Superior Court of the State of California, County of San Francisco. against
the same detendants as Humana and Centene. The Kaiser lawsuit alleges similar anticompetutive acts 1o those alleged in the Zetia class action. The Kaiser action was
removed to the U.S. District Court for the Nerthern District of California on July 16, 2021, In September 2021, the U.S. Judicial Panel on Multidistrict Litigation
transterred the case te the Eastern Disirict of Virginia 1o proceed with the multidistrict Zetia litigation already in progress.

As of December 2021, all of the insurer plaintitfs (Kaiser. Humana. and Centene) are part of the multidistrict Zetia liigation. and are proceeding with
discovery in that action. On Febrvary 9. 2022, United Healtheare, Kaiser, and Humana eaclh filed an amended complaint.

Rotavirus Faceines Antitrust Litigation

As previously disclosed, MSD is g defendant in putative class action lawsuits [ifed in 2018 on behalf of direct purchasers of Rotadeq. alleging violations of
federal antitrust laws, The cases were consolidated in the Eastern District of Pennsylvania. In January 2019, the cewrt denied MSD’s motions to compel arbitration and 1o
dismiss the consolidated complaint. In February 2019, MSL) appeated the court’s order on arbitration to the Third Circuit. In October 2019. the Third Circuit vacated the
district court’s order and remanded for limited discovery vn the issue of
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arbitrability. On July 6. 2020. MSD filed a renewed motion to compel arbilration. and plaintiffs tiled a cross morion for summary judgment as to urbitrability. On
Navember 20, 2020, the district cowrt denied MSD's mation and granted plaintifts” motion. On December 4, 2020, MSD Rled a notice of appesl to the Third Cirewit.
MSE's appeal 1s fully briefed, and the Third Circuit heard argument on September 24, 2021.

Bravecto Litizafion

As previousiy disclosed. in January 2020, the Company was scrved with @ complaint in the U.S. District Court for the District of New Jersey. Followmg
metion practice. the plaintiffs filed & second amended complaint on July 1. 2021, sccking to centify a nationwide class action of purchasers or users of Bravecin
{fluralancr) products in the U.8. or its territories between May 1L 2014 and July 1, 2021, Pluintiffs contend Bravecrs causes neurological events in dogs and cats and
alleges violations of the New Jersey Consumer Fraud Act, Breach of Warranty, Product Liability, and related theories. The Company moved to dismiss or, altenatively.,
to strike the class allegations from the second amended vomplaint, and that motion i pending. A similar case was filed in Quebec. Capada in May 2(H9. The Superior
Court certificd a class of dog owners in Quebec who gave Bravecto Chew to their degs between February 16, 2017 and November 2. 2018 whose dugs experienced one
of the conditons in the post-marketing adverse reactions section ol the labeling approved on November 2. 2018, The Company and plaintiffs cach appealed the class
certification deeision. The Court of Appual uf Quebed heand the appeal on February 7, 2022 and took the matter under advisement.

i Tam Litigation

As previously disclosed, in June 2012, the LS. District Court for the Bastern Disinet of Penosylvania unsealed a complaint that had been filed against the
Company under the federal False Claims Act by twe former employecs alleging, among other things, that the Company defrauded the T1S. government by falssfying data
m connection with 4 clinical study conducted on the mumps component of the Company's M-M-R II vaccine. The complaint alleges the {raud took place between 1999
and 2001 The U.S. government had the right to participate in and take over the prosecution of this lawsuit but nofified the court that it declined 10 exercise that right. The
two former enipleyees are pursuing the lawsuil without the involvement of the U.S. government. In addition. as previously disclosed, two putative class action lawsuits
on behalf of direct purchascrs of the A-M-R 11 vaccine, which charge that the Company misrepresented the cfficacy ef the M-M-R [ vaccine in vielation of federal
antitrust laws and various stale consumer protection laws, are pending in the Bastern District of Pennsylvania. In September 2014, the court denicd Merck’s motion to
dismiss the False Claims Act suit and granted in part and denied in part its motion to dismiss the then-pending antitrust suil. As a result, both the False Claims Act sutt
and the antitrust suits have procecded o discovery. which is now complete. and the partics have filed and briefed cross-motions for summary judgment. which arc
currently pending before the court.

Merck KGat Litigation

As previously disclosed, in Janwary 2016, 1o protect its long-established brand rights in the U.S.. the Company filed a lawsuit against Merck KGaa,
Darmstadt, Germany (KGuA), bistorically operating as the EMD Group in the U.S., alleging it improperly uses the name “Merck™ in the ULS. KGaA has filed suit
against the Company in France, the UK, Germany, Switzerland, Mexico, India, Australia, Singapore, Hong Kong, SAR, PRC, and China alleging. among other things,
unfair competition, trademark infringement and/or corporate name infringement. In the UK, Austrabia, Singapore, Tlong Kong, SAR, PRC. and India, KGaA also alleges
breach of the parties™ coexistence agreement. The litigation is ongoing in the U.S. with no trial date set, and also ongoing in numerous jurisdictions outside of the 1.8,

Patent Litigatinn

From time to time, generic manufacturers of pharmaceutival products file abbrevisted New Druy Applications (NDAs) with the FDA seeking to market
generic forms of the Company's products prior to the expiration of relevant patents owned by the Company. To protect its patent rights, the Company may file patent
infringement lawsuits against such generic companies. Similar lawsuits defending the Company’s patent rights may exist in other countries. The Company intends o
vigarously defend its patents. which it believes arc valid, against infringement by companies attempting to market products prior to the expiration of such patents. As
with any litigation. there can be no assurance of the cutcomes. which. if adverse, could result in significantly shortened
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periods of exclusivity for these products and, with respect to produets aequired through acquisitions, potentially significant intangible asset impairment charges.

Bridion — As previously disclosed, between Junuary and Nevember 2029, the Company received multiple Paragraph IV Certification Letters under the
Hatch-Waxman Act notifving the Company that generic drug companies have fited applications to the FDA secking pre-patent expiry approval (o sell generic versions of
Bridion (sugammadex) Injection. In March, April and December 2020, the Company filed patent inltingement lawsuits in the U.S. District Courts for the District of New
Fersey and the Northern Distriet of West Virginia against those generic companies. All actions in the District of New Jersey have been vonsehidated. These lawsuits.
which asscrt onc or more patents covering sugammadex and methods of using sugammadex, autematically stay FDA approval of the generic applications until June 2023
or unti} adverse court decisions, il any, whichever may occur carlicr.

Mylan Pharmacenticals Inc., Mylan APL US LLC. and Mylan inc. (Mylan) have filed motions to dismiss in the District of New Jersey tor lack of venue and
failure 1o state a claim agains<t certain defendants, and in the Northern District of West Virginia for failure to state a claim against certain defendants. The New Jersey
motion has nol yet been decided, and the West Virginia action is stayed pending resolution of the New Jersey motion.

‘The Company has scitled with four generic companies providing that these genene companies can bring their geneeie versions of Bridron to the market in
Junuary 2026 (which may be delayed by any applicable pediatric exclusivity) or earlter under certan circumstances. The Company has agreed 1o stay the lawswt filed
against ene generic company, which in exchange agreed to be bound by a judgment on the ments of the consolidated action in the Distniet of New Jersey. One of the
generic comparies in the consulidated action requested dismissal of the action against it and the Company did not oppose this request, which was subsequently granted
by the court. The Company does not cxpect ths company to bring its generic version of ridion to the market before January 2026 or later, depending on any applicabie
pediatrie exclusivity. unless the Company receives an adverse court decrsion.

Janwvia, Jumionet, Jonumet XK As previously disclosed. the FDA has granted pediatniv exclusivity with respect w0 Januvia. Janumet, and Janinet XR.
which provides a further six months of exclusivity in the 11.8. beyond the expiration of all patents listed in the FDA’s Orange Book. Adding this exclusivity 1o the term
of the kev patent protection extends exclusivity on these products 1o Janvary 2023, The Company currently anticipates that sales of Jaruvia and Jarwner in the U.S. wall
decline significantly after this date. However, Jatinvia, Janwmet, and Janumet XK contain sitaghiptin phosphate monohydrate and the Company has another patent
covering certain phosphate salt and polymorphic forms of sitagliptin {2027 salt/polymerph patent). which, if determined to be valid. would preciude generic
manufacturers from making sitagliptin phosphate salt and polymorphic forms until 2027 with the expiratien of that patent, plus pediatric exclusivity. [n 2019, Par
Pharmaceutical filed suit against the Company in the U.S. District Court for the District of New Jerscy, seeking a declaratory judgment of invalidity of the 2027
salt/palymorph patent. In reaponse, the Company filed a patent infringement lawsuit in the .8, District Ceurt tor the District of Delaware against Par Pharmaccuticat
and additional companies that also indicated an intent 1o market generic versions of Jernvia, Janumet, and Jamomet Y& following expiration of key patent protection, but
prier to the expiration of the 2027 saltpolymorph patent. and a later granted patent owned by the Company covening the Janumet formulation where its term plus the
pediatric exclusivity, ends in 2029. Fhe Company also filed a patent infringement lawsuit against Mylan in the Northern Distnict of Wost Virginia. The Judiciat Panel on
Muliidistrict Litigation entered an order transferring the Company’s lawsuit against Mylan to the U.S. District Court for the District of Delaware for coordinated and
consolidated pretrial proceedings with the other cases pending in that district.

Prior to the beginning ot the scheduled October 2021 trial m the LS. District Cournt lor the District of Delaware on invalidity issues, the Company scttled
with all defendants scheduled to participate in that tnial. fn the Company's case against Mylan, a beneh trial was held in December 2021 in the U.S. Dastrict Court for the
Nuorthern District of West Virginia, with closing arguments scheduled for April 13. 2022

In total. the Company has settled with 21 gencric companies providing that these generic companies can bring their generic versions of Junvia and Janwmet
to the market in May 2026 or carkier under certain circumstances, and their generic versions of Janumer YR to the market in July 2026 or carlier under certain
clreumstances.
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Additionally. in 2019, Mylan filed a petition for fnter Partes Review (IPR) at the U.S. Patent and Trademark Office (USPT0) secking invalidily of some, bt
not all, of the claims of the 2027 salvpolymorph patent. The USPTO instituted 1PR proceedings in May 2020. finding a reasonable likelithued that the challenged claims
are not valid. A trial was held in February 2021 and a tinal decision was rendered in May 2021, holding that all of the challenged claims were not invalid: Mylan has
appealed the USPTO s decision to the U8, Court of Appeals for the kederal Cireuit.

[n March 2021, the Company filed a patent infringement lawsuit in the U.S. District Court for the District of Delaware against Zvdus Worldwide DMCC,
Zydus Pharmaccuticals (U'SA) Inc., and Cadila Healtheare Lid. (collectively, Zydus). In that lawsuit. the Company alleged infringement of the 2027 salt/polymorph
patent based on the filing of Zydus's application secking appreval of its sitagliptin tablets, The U8, District Count tor the District of Delaware has sct a three-day beneh
trial in this matter beginning on October 31, 2022,

In Germany. peneric companies have svught the 1evocation of the Supplementary Protection Centificate (SPC) for Jamonet. If the generic companies are
successful. Japnmet could lose market exclusivily in Germany at the same time as the expiry of Jamvia pediatric market exclusivity in September 2022, A hearing was
held in June 2021 and the count decided that the SPC for Janumer 1s invalid, which decision the Company has appealed. Challenges o the Jannmer SPC have also
oceurred in the following Guropean countries: Austria. {‘zech Republic, Finland, France, Hungary, [aly, Portugal, Romania. Slovakia. and Sweden.

Other Litigation

There are varjous other pending logul proceedings involving the Company, principally product liubility and intelleciual property lawsuits. While it is not
feasible to predict the outcome of such proceedings, in the opinion of the Company. cither the likelihood ot loss is remote or any rcasonably possible loss associated with
the resolutton of such procecdings is not capecied to be matenal to the Company's inancial condition, results of operations or cash flows cither individually or in the
auprepate.

Legal Defense Reserves

Legal detense costs expected to be mcurred m connection with a loss contingency are accrned when probable and reasonably cstimable. Seme of the
signiticant [acters considered in the review of these legal defense reserves are as follows: the actual casts incurred by the Company: the development of the Company™s
legal defense strategy and structure in lrght of the scope of its litigation; the number of cases being brought against the Company: the costs and outcomces of completed
trials and the most current miormation regarding anticipated timing, progression, and related costs of pre-trial activiues and trials in the associated ttigation. The amount
of legal detense Teserves as of December 31, 2021 and 2020 of approximately $230 mullion and $233 million, respectively, represents the Company's best estimate of the
minumum amount of defense costs to be incurred 1n connection with its outstanding litgation: however. events such as additional trials und other events that could arise
in the course of its litigation could affect the ultimate amount of legal defense costs to be ncurred by the Company. The Company will continue to monitor its legal
defense costs and review the adequacy of the associated reserves and may delermine to increase the reserves at any time in the future if. based upon the factors set forth,
it believes it would be apprupriate to do so.

Environmental Matters

The Company and its subsidiarics are parties to a rumber of proceedings brought under the Comprehensive Favirenmental Response, Compensation and
Liability Act. commonly known as Superfund, and other federal and statc equivalents. These proceedings seek to require the operators of hazardous wasle disposal
facilities. transporters of wuste to the sites and generators of hazardous waste disposcd of af the sites to clean up the sites or to reimburse the government for cleanup
costs. The Company has been made a parly to these proceedings as an alloged generator of waste dispesed of at the sites. In vach case, the goverment alleges that the
detendants arc jointly and severally liable for the cleanup costs. Although jomnt and several liability is alleged, these proceedings are frequently reseh ed so that the
allocation of cleanup costs among the partics more nearly reflects the relative contributions of the parties ta the site situation. The Company’s potential liability varics
greatly from site to site. For some sites the potential liability is de mirmis and for others the final costs of cleanup have not yet been determined. While it is not teasible
to predict the cuteome of many of these proceedings brought by federal or state agencies or private litigants. i the opinion of the Company. such proceedings should not
ultimately result in any liability which
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would have a material adverse etfect on the fnuncial condition. results of vperations or liquidity of the Company. The Company has taken an active rele in identifving
and aceruing fer these costs and such amounts do not include any reduction for anucipated recoveries ol cleanup costs from former site owners or operaters or other
recaleitrant potentially responsible parties.

In management’s opinion, the liabilities for all environmental matters that are probable and reasonably estimable have been acerued and totaled $40 million
and $43 million at December 3{, 2021 snd 2020, respectively. These liabifitics arc undiscounted, do not consider potential recoveries from other partics and will be paid
eut over the periods of remediation for the applicable sites, which are expected to ovcur primarily over the next 15 years. Although it is not possible to predict with
certainty the outcome of these maters, or the ultimate costs of remediation, menagement docs not belioy ¢ that any reasonably possible cxpenditures that may be incurred
in excess of the liabilities accrued should exceed approximately $40 million in the aggregate. Managenent also does not believe that these expenditures should result in a
material adverse effect on the Company's financial condition, results of operations or liquudity fur any year.

12.  Equity

The Mepck cerlificare of incorporation authonzes 6.500.000.000 shares of common stack and 20,000,000 shares of preferred stock.

Capital Stack
A summary of common stock and treasury stock transactions (shares in millions) is as follows:
2021 2020 2019
Common Treasury Common Treasury Common Treasarv
Stock Stock Steck Stock Stock Stuck

Balance January 1 3,577 1.047 3.577 1,038 3.577 985
PPurchases of freasury stock — 11 - 16 — 66
Issuances ! — 4] — (N — (13)
Balance December 11 3,577 1.049 3.577 1.047 3.577 1,038

B ssances prusarily refieci actoaly itndor share-bused compensation plais

13. Share-Based Compensation Plans

The Company has share-based compensation plans under which the Company grants restricted stock wnits (RSUs) and performance share units (PSUs) o
certain management level emplovees. In addition, employees and non-employee directors may be granted options to purchase shares of Company common stock at the
fair market value at the time of grant. These plans were approved by the Company’s shareholders,

At December 31, 2021, 93 million shares collectively were authorized for future grants under the Company s share-based compensation plans. These awards
are settled with treasury shares.

Employee stoch options are granted to purchase shares of Company stock at the fair market value at the time of grant. These awards generally vest anc-third
each year over a three-year pertod, with a contractual term of 7-10 years. RSUs are stock awards thar are granted to cmployees and entitle the holder to shares ot
common stock as the awards vest. The fair value of the stock option and RS awards is determined and tixed on the grant date based on the Company’s stack price.
PSLis are stock awards where the ultimale number of shares 1ssued will be contingent on the Company's performance against a pre-set obiective or set of obicetives. The
fair value of each PSU is determined on the date of grant based on the Company's stock price. For RSUs and PSUs, dividends declared during the vesting period are
payable to the employees only upon vesting, Over the PSU performance period. the number of shares of stock that are expected to be issued will be adjusted based on the
probability of achievement of a performance target and final compensation expense will be recognized hased on the ultimate number of shares issued. RSU and PSU
distributions will be in shares of Company stock after the end of the vesting or performance period, subject to the serms applicable to such awards. PSU awards generally
vest after three years. RSU awards generally vest one-third each year over a three-year penod.
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Total pretax share-based compensation cost recorded in 2021, 2020 and 2019 was 5498 million. $475 million and $417 million. respectively, including 5474
milkion, $441 million and 8388 million. respectively. related 1o continuing operations. Income tax benefits for share-based compensation expense recognized in 2021,
2020 and 2019 were $69 million, $65 million and $57 millian, respectively.

The Company uses the Black-Scholes option pricing muedel for determining the tuir value of option grants. In applying this model. the Company uses both
historical data and current market data to cstimate the fair value ol its options. The Black-Scholes model requires several assumptions including expected dividend yield,
risk-lree interest rate, volatility, and term of the options. The expected dividemd yield is based on historical patterns of dividend peyments. he nsk-free interest rate 15
based on the rate at grant date of zero-coupon U8, Treasury Notes with a term equal to the expected term ot the option. Expected volatilily is estimated using a biend of
historical and implied volatlity. 'The historical component is based on historical monthly price changes. The implied volatiity s obtained trom market data en the
Company's traded opttons. The expected hie represents the amount of time that oplions granted are expected 10 be outstanding, based on historical and forecasted
exercise behavior.

The weighted average exercise price of optivns granted in 2021, 2020 and 2019 was $75.99. $77.67 and SRO.05 per option, respectively, The weighted
average fair value ol options granted in 2021, 2020 and 2019 was 39.80. $9.93 and $10.63 per option, respectively, and were determined using the following
aNsuMmpons:

Yeurs Ended December 31 2021 2020 2019
Expected dividend yield 3% 3.1 % 312 %
Risk-free intercest rate L0 % 0.4 % 2.4 %
Expecied volatility 20.9 % 221 % 18.7 %
kxpected life (years) 5.9 5.8 59
Summarized information relative 1o stock option plan activity {options in thousands) is as [oHows:
Weighted
Weighted Avetuge
Average Rumaining Apgregale
Number Exercise Contractual Inninsic
of Options Price Term (Ycears) Value
Outstanding January 1, 2021 ¥ 19,446 % 63.64
Granted ¢ 4,781 75.94
Exercised (3.728) 5414
Forfeited (626} 73.97
Awards transferred to Organon in the spin-oft (1.947) 7215
Adjustment te Merck awards related to the spin-off of Organen % 646 —
Outstanding December 31, 2021 18,572 § 65.27 6.3 % 213
Vested and expected to vest December 31, 2021 17,829 % 64.90 6.2 % 212
Exercisable December 31, 2021 12,136 § 60.41 50 % 198

e deinaty prior to the Organon spin-off has not beea restaied.

U Bn comrrection with the spin-oft uf Qrganen. ofl cuistanding Merck stock oprians fwhether vested or unvested) were converted o adpested Merch wwards for current und foriter Mevck emplorees or
Qrganon awards for Orgapon employ ees. Sucl adinsted awards preserved the same (ntrinste value and general terms and conditions Gncliding vesting) as were in place immediately prior to the
adiustmenis.

Additional information pertaining to stock option plans is provided m the table below:

Years Ended December 3 2021 2020 2019

Total intrinsic value of stock options exercised $ w06 § 51 % 295
Fair value of stock options vested 27 25 27
Cash received from the exercise of stock options 202 89 361
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A suninary ol nonvested RS and PSU activity (shares in thousands) is as (ollows:

RSUs PSUy
Weighted Weighted
Average Average
Number Grant Date Number CGrant Date
of Shares Fasr Value of Shares Fair Value
Nonvested January 1, 2021 & 11915 % 74.17 210 0% 75.08
Granted 7 7.897 76.16 1,487 6%9.33
Vested (6,066) 70.258 {1,284) 57.14
Forfeited (1,01%) 76.62 (149) 933
Awards transferred to Qrganon in the spin-off (1,309 76.9% (748) 77.39
Adjustment lo Merck awards related to the spin-¢lf of Organon 368 — (311 —
Nonvested December 31, 2021 11,790 74.88 1,966 S 77.13
Expected to vest December 31, 2021 9499 % 74.93 1,832 3 77.40

e desny prios o the Ovganon spoa-off has not been rextated,

i conpection with gee spin-off of Organon, all sitsfending Mevck RSUs and PSUs falethor vested or unvestedr were eonverted imto adfusiod Merck aveards for corrent and formor Merdk cinplovees
or Organon wovards for Orgaaon emplovees: Such adfusted awards proserved the seme intrinsic value and general torms amd condivions (incliding vesting) as veerv in place immediatehy prior o the
adistients.

At December 31, 2021, there was $699 million of total pretax unrecognized compensation expense refated ro nenvested stuck options, RSU and 'SU awards
which will be recognized over a weighted average penod of 1.9 years. For scgment reperting, share-based compensation costs are unallocated cxpenses.

14.  Pension and Other Postretirement Benefit Plans

The Company has defined benefit pension plans covermg eligible employees in the U.S. and in certain of ity international subsidiaries. In addition, the
Company provides medical benefits, principally to its eligible U.S. retirees and their Jependeats, through its other postretirement benefit plans. The Company uses
December 31 as the year-end measurement date for all of ifs pension plans and other postretirement benefit plans.

Net Periodic Benegiy Cost
The net periodic henetit cost (credity for pension and other postretirement benefit plans (including certain costs reported as part ot discontinued operations)
consisted of the fellowing components:
Pension Benefits

LS. Intcrnational ther Postretirenient Beoe {its

Years Laded December 37 2021 2020 2019 2021 2020 2019 2021 2020 2019
Service cost % 403 3 360 % 293 % 328 ¢ 297 S 235§ 48 % 52 % 48
Interest vost 404 43] 45% 123 136 176 45 37 69
Expuocted return on plan asscts (755) (7714) (817} (416) (414) {425y ¥4y (75) (72}
Amortization of untugughised prior service cost {38) [CL 14%) (16) (18} (12} (63} {731 (75
Nct loss (gain} amortization 298 303 151 142 127 64 (42) (18) (Lo
Termunation benefits 56 14 31 5 3 ¥ 3 2 5
Curtailments 16 1 14 (26) — 6 2% “) (L
Settlements 216 13 — 8 13 | — —

Net periedic benefit cost (eredit) $ 600  § 304 % 8L § 148 & 146 S 53§ 83 § (59) § (49}

Net periodic benefit cost (credit) for pension and other postretirement benelit plans in 2021 includes expenses for curtmilments, settlements and termination
henefits provided to certain employees in connection with the spin-off of Organon.

In conheetion with restructuring actions (see Note 6), termination charges were recorded in 2021, 2020 and 2019 on pension and other postretirement benefit
plans related to expanded eligibility for cerain cmployees exiting Merck. Also, in connection with thesc restructuring activitics, curtailments and scttlements were
recorded on
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certain pension plans. An increase in lump sum payments to U.S. pension plan participants also centributed to the settlements recorded during 2021,

The components of net periodic benefit cost (credit) other than the service cost component are included in Orher (e onie) expense. el (sec Nore 15), with the
exception of certain amouynts for termination benelits, curtailments and scttlements, which are recorded in Restrucruring costs if the event giving rise to the termination
benefits, curtailment or settlement s related to restructurmg actions or wn fneome from Disconitnied Operations. Net of Taxes and Amounis Afvihuatable to
Nonconiroling fnterests if related to the spin-ofl of Organon (each as noted above).

Obligations and Funded Status

Summarized information about the changes in plan assets and benefit obligations, the funded status and the amounts recorded at December 31 is as follows:

Pension Benefits (Hher
Postretirement
.S, International Benelits
2021 2020 2021 2020 2021 2020

Fair value of plan assets January 1 $ 12,672 % 11,361 § 12009 3 10,135 % 1,221 3 1.102
Actual return on plan assets, 1,250 1.90% 891 1.026 118 175
Company coninbutions 308 199 189 383 33 19
Ltfects of exchange rale changes — — 671) 743 — —
Benefnns paid {219) {(751) (233) (214) (86) (93)
Scitlements {941} {45} {55} {117 — —
Spin-off of Organon — — (55) — — —
Other — — 120 53 6 13
Fair value of plan assets December 31 $ 13,067 § 12672 § 12,195 § 12,000 § 1,292 % 1.221
Benefit obligation Tanuary 1 S 14613 5 13003 % 12458 % 10558 % 1607 & 1673
Scrvice vost 403 360 3z3 297 48 52
Interest cost 404 431 123 136 45 57
Actuanal {gains) losscs '/ £332) 1.594 240) 1.032 (183) {98}
Benefits pard 219) {75 (233 (214 (86) (¥3)
Effeets of exchange rate changes — - {678) 788 (i} {3)
Plan amendments — _— 4 (64} — —
Curtailments 15 11 (38) (B3] (12 n
Tenmination beneflts 56 10 5 3 37 2
Settlements (941) {45) (55) {117) — —
Spin-efl of Orvanon — — (118} — —_ —
Other — — 19 47 6 18
Benelit obligation December 31 4 13,994 % 14613 § 1,575 ¢ 12,458 % L5 s 1607
Funded staius December 31 $ 932) § (1,941 § 620 % {449) % (249 3% (386)
Recognized as:

Other Assets $ 9 3 — 5 1,395 ¢ %41 % — % —

Accrued and other current liabilitics (64} {82y {22) (13} &) ()

Other Noncurrent Liabilities (87T) {1,859) {753) (1,377 {241) (377)

i detnarial (gars) losses primaridy reflect changes in discownt rates.

At December 31, 2021 and 2020. the accummlated benefit obligation was $24.9 billion and $26.3 billion. respectively. for all pension plans, of which §13.8
billion 2nd $14.4 billion, respectively, related to U8, pension plans.
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[nformation related 10 the funded status of selected pension plans at December 31 is as [ollows:

LS. International
2021 202G 2021 2020

Pension plans with a projected benefit obligation in excess of plan assets

Projected benefit obligation § 13,013 3§ 14613 3 2507 8 RE75

Fair value of plan assets 12.072 12,672 1,731 7.4%8
Pension plans with an accumulated benefit obligation in excess of plan assets

Accumulated benefit obligation g 12,916 § 13,489  § 2462 S 4.234

Fair value ot plan assets 12,072 11,645 1,723 2,905

Flun Assels

Entities are required to use s Lair value hicrarchy which maximizes the use of observable inputs and minimizes the use of unobscrvable inputs when

-

measuring fair vajue. There are three levels of inputs used 10 measure fair value with Level | having the highest priority and Level 3 having the lowest:

Level | — Quoted prices (unadjusted) in active markets tor identical asscts or liabilities.

Level 2 Observable inputs other than Level 1 prices. such as quoted prices for similar assets or liabilities. or other inputs that arc observable or can be

corroherated by observable market data for substantially the full term of the assets or liabilitics.

Level 3— Uinobservable mputs thgt are supported by little or no market activity. The Level 3 assets are those whose values are determined using pricing
medels. discounted cash flow methedologies, or sumilar technigues with significant unobservable inputs, as well as instruments for which the detenmination of fair

value requires significant judgment or estimation. At December 31, 2021 and 2020, $943 million and $942 willion, respectively, or approximately

Company s pension investinents were categorized as Level 3 agsets.

% of the

I the inputs used to measure the financial assets fall within more than onc leve! described above, the categorization is based on the lowest level input that is

significant to the [air value measurement of the instrument.
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The fair values of the Company s pension plan asscts at December 31 by asset category are as folluws:

Fair % alue Measurements Using Fair Value Measutements ang
Level L Level 2 Livel NAY lutal lLevel | Lusel 2 [eve, 3 NAY Toita)
2021 2020

U.&. Pession Plans
Cushuial cash cganvalents L3 3 3 - % . % w5 292 % 5% I _ N 4 T
imvesoment finds

D= sloped markeds cyqLilies 235 _ 1799 4,035 gy _ R Tsnd 3080

Cmerging matkely equities — - — 410 19 169 _ . a7 t 696

Murtgage and assot-bached secuntics —_ . _ . . . wy _ - W

Lyuiny secirens
Deveioped murket: 1915 -- - - 2915 2Ry - — — ERD!

Fured nctme securines

Clon ernment cgeny ablions - 2.570 _ — 287 2aan 2230

Conproralt wbligauons — 2805 — — 2005 — 1,994 — — 1994

Mongage and assal-bached secitios - 13 — - 23 - i3 — - iKY
Other investments 2 — 3 —_ 5 — 7 — ot
Pla pssets ot fain value s 3156 % 4548 X 6 % 4607 8 13,067 & ERLCE 1332 5 TN 5113 * 12672
Internationa) Pepsion Plans
Carh and cavh ey alents K] ¥2 3 1w s — ¥ ¥ 0§ 1 s X ] S ~ ) = 131
fnvesnrent fmcls

Doy eloped markets equilics 53l 3,292 — 121 4944 475 4,286 — 138 487

Government and agency obligations 46 4025 — 171 4.436 1516 2614 — in 24302

Lieiging markets oqutices 137 — 72 0y 154 —— w2 216

Carperate obligations 4 A — 171 188 5 12 — 172 189

Utiver tixed incomre chhgations \E 13 — 3 6 L] u 4 A

Real estate —_ 1 —_ 16 17 .- 1 - 15 14
gk secnritios

Developed morkets 362 — — — Ine 505 — - — 505
Fronf mcomar sectvaive

Gavernmant and agency obligations 3 591 — 3 597 2 EL - 3 487

Caiparate ohliganuns - - mm - 2 15 ) 174 2 t7e

Mortgage and assel-hecked securites - L) — — o n - — 70
Ctfer em rshaents

Insunance confracts ' — 44 7 1 982 - 12 934 1 978

i ther 1 1 — — 2 L < - - 5
Plan assets at fair value $ 1387 § 203 % 937§ 578 3 1,198 % 277y % 7656 % 935 8 599 % 12.000

e Certain ipvestnents that were measwred af net asset value (NAV) per shure or 15 equivalent have ot been dassified i ihe fuir valwe hierarchv, The NAV amauats presented i this tuhle are
intended 1w permu decancedivtion of the faw vatue erarchy: o e fir vale of plan assets at Decomber 31 2021 and 20210

B The plans” Level $ ivesents in insurance coptraels are generally valued wsing o crediting rate ihat approximates murhel reiuns and ivest in iaderfeing securities wihose marhel values aie
rhobservable and detenyuned wsing pricing models. disconpted cash flne methadelngies, or sunilan techiepees.
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The table below provides a summary of the changes in fair value. including transfers in andfor out, of all financial assets measured at fair value using
sigpificant unobservable inputs (Level 3) for the Company s pension plan asscts:

2021 2020
Insurance Real Insurance Real
Contracts Estate Other Total Contracts Estate Other Tuotal
LS. Pension Plans
Balance January § ] — % ] 7 S 7 £ — % — % 9 5 9
Actual return on plan assets:

Relaning to assets stll held o1 Decembey 31 — — (5) (K] —_— — (51 (5)

Relating to assets sold dwing the year — — 7 T — — 5 5
Puichases and sales, net — _ (3} 3 — . (2) )
Balance December 31 % — % — % 6 3 6§ - % £ 7 % 7
Iiited walivnal Pension Flans
Balance January 1 s 935 % — 8 —_— % 935 5 851 % — % — 3 851
Actual retum on plan assets’

Relating to assets still held at December 31 {34) — — (34) 103 - 103
Purchascs and sales. nut {424 — — (42 (17 — (17
Transfers in (eut) of Level 3 78 — — 78 () — — (2}
Balance December 31 % 937 % — % — ¥ 937 5 435§ — % -— 915

The fair values of the Company s other postretiremunt benefit plan assets 51 December 31 by asset category are as follows:
Fair Valec Mcasarements Using Fair val.e Measurementa Using
Level 1 Level 2 Level 3 NAY Cocal 1cvel 1 Level 2 Tevel ¥ NAV O Jotal
021 2020

Cash and cash equivalents 5 11 5 — % — % 28 8 ® 3 3 s — 3 b3 28 $ 59
frresmonr fupds

Developed markets equities 24 — — 378 402 & — 355 i74

Lnwergng markets 2quities - - 92 492 1t - 83 Lt

Cuovernmend and agency obligalivns 1 — — 1 | — — — 1

Murigage and asse'-backed secunie. — N - - — % - - #
Equiry securitivs —

Develuped makets 294 — - 2490 255 ~ — 254
Fered incomee secnrties

Coveriment and apencs obligations — 115 — — 275 221 —_ 2

Corporsle ablipatiuns — 191 —_ - 141 146 - — 196

Moartgage and asset-bached secunges 2 — M — k] — 1
Plan assets dt fair value $ 326 5 468 5 — 5 498 3 1,292 3 325 8 A28 3 — by 468 $ 1.221

b Cortain invesiments that were measired at wet asset valne (8NAT) pev shave ar i1y egreivalent have aot been classified in the Juir vadue Ficrarchy, The NAV amounts presented in thiy table ure
intended to permit reconciliution of the far value hierarchy o ihe faw value of plan asscts at December 31, 2021 and 2020.

The Company has established mvestment guidelmes for its U.S. pension and other postretirement plans to create an asset allocation that s expected 1o deliver
a rate of return sufticient to meet the Tong-term obhigation of each plan, given an acceptuble level of risk. The target investment portfolio of the Company’s U.S. pension
and other postretirement benefit plans is alfocated 30% 10 45% 1 U.S. cquitics, 13% to 30% in international equities, 33% to 45% in fixed-income investments, and up
t 3% in cash and other invesiments. The portfolio’s equity weighting is consistent with the long-term patre of the plans” benefit obligations. The expected annual
standard deviation of retyrns of the target portfolio, which approximates 11%, reflects both the equity allocation and the diversification bencfits ameng the asset classes
in which the portfolio mvests. Fur international pension plans, the
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targeted investment porllelio varics based on the duration of pension liabilities and local government rules and regulations. Although a significanl percentage of plan
assets are mvested 1n LS. eyuities, concentrution eisk 18 mitigated through the use of strategies that are diversified within management guidelnes.

Expected Contributions

Contributions during 2022 are expected 1o be approximately $280 million for 115, pension plans. approximately $150 million for interational pension plans
and appreximately $30 million for other postretirement benelit plans.

Expected Benefit Paymonis

Expected benefit payments are as follows:

Other
[mtemational Pension Postretirement
1.8, Penzion Benefits Bene lits Benelits
2022 3 724 8 289 % 84
2023 745 275 85
2024 731 278 87
2025 748 280 RO
2026 T 308 90
2027 — 2031 4,230 1.715 469

Expected benefit payments are based on the same assumptions used to measure the benetit obligations and include estimated [uture employee service.

Amounts Recognized in Other Comprefiensive Income

Nt loss amounts reflect diflerences between cxpected and actual retumns on plan assety as well as the effects ot changes in actuarial assumpuons. Net loss
amounts in excess of certain thyesholds are amertized into net periodic benefit cost over the average remanning service life ol employees. The following amounts were
reflected as components of QCH

Ponsion Plans

Other Pextretirerment

s International Benefit Plans
Years Ended Devember 31 2021 2020 2019 2121 2020 29 2021 2020 2019
Net gain (loss) arising during the period $ 1048 % (448) 3 816y § 815 % 407y % (2277 $ 144 ¢ 198§ 112
Prior service (cost} credit avising during the period {3} 1) 4) {29} 62 {1} {17} {3 {t1}
% 1,045 % (449) 3§ (820) $ 786§ (3451 % (228) 8 127§ I 101
Net loss {gainy smortization included in benefit cost S 298§ 303 % 151 % 142 % 127 % 64§ 42) 3 (1 s {1m
Prier service credit amortization included in benetit cast (38) {49) {49 {16) (1) (12) (63) 73y (78}
S 260 4 254 % 102 % 126 % 109 % 528 (105) % “ly s {RE}
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Actuarial Assumptions
The Company reassesses 1ts benefit plan assumptions on a regular basis. The waighted average assumptions used in determirong U8, pension and other
postretirement benefit plan and international pension plan information are as follows:

U.S. Pension and Other

Postretirement Benetit Plans International Pension Plans

December 31 2021 2020 2019 2021 2020 2019
Net periodic benefit cost

Discount rate 276 % 340 Y 4.40 % 116 %% 1.50 % 220%
Expected rate of returm on plan assets 6.70 "% 7.30 % 8.10 % A8 % 4.40 % 4.90 %
Salary growth rate 4.60 % 4.20 "y 4.30 % 280 Y 2809 2HO Y%
Interest crediting rate 4.70 % 4.90 % 3.40 % 3.00 % 2.80% 2.90%
Benefit obligalion

Discount rate 3.00 % 2.70 "% 3.40 % 1.50 % 1.10 % 1.50 %
Salary growth ratc 4.00 % $.60 "y 420 % 2.90 % 280 "y 2.80 %
Intercst crediting rate 500 % 470 % 4.90 % 3.00 % 3.00 % 2.80%

For both the pension and other postretirement benefit plans, the discount rate ks evaluated on measurerent dates and modified to reflect the prevailing market
rate of a portfelio of high-quality fixed-income debt instruments that would provide the future cash flows needed 1o pay the benetfits included in the benefit obligation as
they vome due. The expected 1ate of retumn for beth the pension and other postretirement benelit plans represents the average rate of retum 1o be eurned on plan assets
over the period the henefits included in the benefit obligation are to be paid and is determined on a plan basis. The expected rate of return for each plan is developed
considering long-term historical returns data, current market conditions, and actual retums on the plan assets. Using this reference information, the long-tenm return
expectations for cach asset category and a weighted-average expected return for euch plan’s target portfolio 1s developed according to the allocation among those
investment categotics. The expected portfolio performance reflects the contobution of active munagement as appropriate. For 2022, the expected rate of return for the
Company's U.S. pension and other postretirentent benefit plans will be 6.70%, as compared to a range of 6.50% to 6.70% in 2021.

The health care cost trend rate assumptions for other postretitement benefit plans are as follows:

December 31 2021 2020

Health cave cost trend rate assumed for next year 6.4 % 6.6 %
Rate to which the cost rend rate is assumed to decline 4.5 % 4.5 %%
Y car that the trend rate reaches the ultimate trend rate 2032 2032

Savings Plans

The Company also maintains defined contribution savings plans in the U.S. The Company maitches a percentage of cach employee’s vontributions consistent
with the provisions of the plan for which the employes is eligible. Total employer contributions to these plans in 2021, 2020 and 2019 were $158 million, $158 million
and $143 million. respectively.
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15, Other (Income) Kxpense, Net

Other (income) expensc, net, consisted of:

Yeurs Ended December 31 2021 2020 2004
Interest income 3 36) § 59y % (274)
Interest expense 806 R31 %93
Exchange losses 297 145 iR7
Income {rom investments In eguity securities, net o (1,9441) (1,338) (17(h
Net periodic defined benefit plan {credit) cost other than service cost (212) (339 (545)
Other. net (256) (130 38
b (1,341) $ (890) % 129

0 e fuedes et readized and witvealized gous and losses from smvestments e cgtaly securities cither owned directh or through ownveship mieresis fn wvestment fuinds. Unrcatized gans and losses trom
investments that are divecth owned are determmed at the end of the reporting period. while gy and lasses from owsiersinp mterests i imestent funds are aecounted for on a one quarter fag.
The Compam esfrmetes fosses of upproantatele 2500 prdiion will be vecorded o the first gquuarter of 2022 from muvnceshup interests i nvestmeit finds

Other, net (as presenied in the table above) in 2019 includes $162 mullion of goodwill impairment charges related 10 certain businesses in the Healtheare
Services sepment, which were fully divested by the first quarter of 2020.

[nterest patd was 3779 million in 2021, $822 million in 2020 and $&41 million in 2014,

16. Taxes on Income

A reconciliation between the effective tax rate for income from continuing operations and the U.S. statutory rate is as follows:

2021 2020 2019
Amount Tax Rate Amount Tax Rate Anmount Tax Rate
(1.8, statutory rate applied to income from ¢ontinning
operations betore taxes $ 2915 21.0 % 3% 1,231 210 % % 1,506 210 %
Dilferential arising from:

Foreign carnings (1.446) (10.4}) (965) (16.5) (461} {6.4)
GILT1 and the toreign-derived intangible income

deduction (7% (0.5} 349 6.0 323 4.3
Tax settlements (275) (2.0} (13} (0.2) (139} (1.9}
R&D tax credit (81 {0.6) (108} 1.8} (116) (1.6}
Acquisition of VclosBio (L)) (0.1} 559 9.5 — -
Acquisition of Pandion 356 2.6 - - - -
Valuaiion allowances 182 0.7 37 0.6 115 1.6
Restructuring 61 0.4 105 1.% 39 0.5
Acquisition-related costs, incleding amortization 8 0.1 38 0.6 70 1.0
State laxes 2 — 57 1.0 (12} (0.2
Acquisition of Oncolmmune — — &7 1.7 — —
Acquisition of Peloton — — — — 209 2.9
Tax Cuts and Jobs Act of 2017 — — — — 117 1.6
Cither 37 0.2) (47) (0.8 (86} (1.2)

$ 1,521 11.0 % § 1.340 229 % % 1,565 21.8 %

The Tax Cuts and Jobs Act {I'CTA) was enacted in December 2017 2nd the Company reflected the impact of the TCIA in its 2017 finuncial statements.
However, since application of certain provisions of the 1CJA
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remained subject to furlher interpretation, in certain instances the Company made reasonable estimates of the effects ol the TCJA, which were since finalized and
resulted in additional income tax expense in 2018 and 2019, The Company's remaining transition tax lability under the TCIA, which has been reduced by payments
and the utilization of foreign tax credits, was $2.6 billion at December 31, 2021, of whick $390 million is included in frcome taves pavable and the remainder of $2.2
biltion is included in Other Noncurrent Liabilivics. As a result of the transition tax under the '1CJA, the Company is no longer indefinitely reinvested with respect o its
undistributed earnings from forcign subsidiarics and has prosided u deferred tax Hability for foreign withholding taxes that would apply. The Company remains
indefinitely reinvested with respect to its financial statement basis in excess of tax basis of its foreign subsidiaries. A determination of the deferred wax hability with
respect to this basis difference is not practicable.
The foretgn carnings tax rate differentials m the tax rate reconciliation ahove primarily refleet the impacts of operations in junsdictions with dilferent tax
rates thun the U.S., particulariy Ireland and Switlkerland. us well as Singapore and Puerto Rico which operate under tax incentive grants {which begin to expire in 2022),

thereby vielding a tavorable impact on the effective tax rate compared with the LS. statutory rate of 21%. Beginning in 2021, the Company has un additional tax
incentive in the form of a 1ax holiday in Switzerland for a newly active legal enlity which is effective through 2030,

Tneome from vontinuing operations before taxes consisted of:

Years Ended December 31 2021 2020 2009

Domestic $ i.854 § (3.814) % (66)

Foreign 12,025 9,677 7.237
$ 13,879 § 5.863 § 7,171

Taxes on income from continuing operations consisted of:

Years Ended Decenber 31 2021 2020 2019
Current provision
Fuederal 3 74 % 893 % 642
Foreign 1,273 969 1,523
State (13) 44 (40)
1,334 1,906 2,125
Deterred provision
Federal 240 (603) {328)
Forcign (77} 64 {228)
State 24 (25) )
187 (506) (560)
$ 1,521 % 1,340 § 1,565
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Deferred income (axes al December 31 consisted of

2021 2020
Assets Liubilities Assers Liabilitics

Product intangibles and licenses $ — 3 2933 % LT 1,250
Inventory related 119 370 43 315
Accelerated depreciation — 589 — 587
Equity inyestments — 335 — 175
Pensions and other postretirement benefits 487 338 826 248
Compensation related 3n — 235
Unrecognized tax benefits 75 _ 117 —
Net uperating losses and other tax credit carrvforwards 867 — ibd —
Other 434 180 743 81
Subtotal 2,283 4,745 2,837 2.656
Vaiuation aillowance (287) (404)
Total deferred taxes 5 1.9%96 § 4,745 % 2433 0§ 2.656
Net deferred income taxes M) 2,749 ¥ 223
Recognized as:

Other Assels $ 692 $ 782

Deferred Income Taxes $ 3,441 $ 1.005

The Company has net operating loss (NOL) carryforwards in several jurisdictions. As of December 31, 2021, $181 million of deferred tax assets on NOL
carryforwards relate to foreign jusisdictions. Valuation allowances of $164 million have been established on these foreign NOL carryforwards and other foreign deferred
tax assets. In addition, the Company has $686 million of deferred tax assets relating to various U.S. 1ax credit carryforwards and NOL carryforwards. Valuation
allowances of $123 million have been cstablished on these U.S. tax credit carryforwards and NOIL. carryforwards.

Income taxes paid in 2021, 2020 and 2019 (including amounls attributable to discontinued operations) were $2.4 billion, $2.7 billion and $4.5 billion,
respectively. Tax henefits relating (o stock option exercises were $21 milhon in 2021, $12 milhon in 2020 and 365 milhion in 2019,

A reconciliation of the boginning and cnding amount of unrecegnized tax benefits is as follows:

2021 2020 219
Balance January | $ 1,537 § 1225 % 1,893
Additions related to cusrent yoar positions 306 298 199
Additions related to prior year positions 63 110 d6
Reductions for tax positions of priar years /7 (230) (4) (454}
Settlements ! (46) (70} (356)
Lapsc of statute ol limitatiens 7! (58} (2 (103)
Spin-off of Organon {43) - —
Balance December 31 $ 1,52% S 1,537 % 1,225

v Amoetts in 2021 and 200 Y reflect sertlemenes with the IRY discwsed below

2 Aot i 2009 tchiedes 378 midlion velated to the divestittre of Merch s C onswmer Care bsiness it 2014

If the Company were to recognize the unrecognized tax benefits of $1.5 billion at December 31, 2021, the income tax provision would reflect a fuvorable net
impact of $1.5 billien.

The Company is under examination by numerous tax authorities in various jurisdictions globally. The Company believes that it is reasonably possible that the
total amount of unrecognized tax benefits as of December 31. 2021 could decrease by up to approximately $11 million in the next 12 months as a result of various audit
closures, settlentents or the expiration of the statute of limitations. The ultimate finalization of the Company’'s
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examinations with relevant laxing authorities can include formal adminiserative and legal proceedings. which conld have a significant impact on the timing ol the
reversal of unrecognized tax benelits. The Company believey thal its reserves for uncertain tax positions are adequate to cover existing risks or exposures,

Interest and penalties asseciated with uncenain tax positions amounted 1o a (benelit) expense of $(37) million in 2021, $16 million in 2020 and $(55) nullion
in 2019, These amounts retlect the beneticial impacts of various tax settlements, ineluding the settlements discussed below. Linbilities for acerued interest and penalties
were $192 muitlion and 8205 nullion as of December 31, 2021 and 2020, respectively.

in 2021, the Internal Revenue Service (IRS) concluded ity exuminations of Merck’s 2015-2016 (LS. [eders] income tax returns. As a result, the Company was
required to make a payment of $190 million (of which $172 million related to conlinuing operations and 518 million related to discontinued operations). The Company’s
reserves for unrecognized tax benetits for the vears unkler examination exceeded the adjustments relating 1o this examination period and therefore the Company recorded
a $236 willion net tax benefit in 2021 (of which $207 million related to continuing operations and $29 nullion related to discontinued operations}. This net benefit
reflects reductions in reserves tor unreeognized tax benetits and other related liabilities for tax positions retating to the years that were under examination.

In 2019, the IRS concluded s examinations of Merck's 2012-2014 U S, federal income tax returns. As a result. the Company was required to make a
payment of $107 million (of which $142 million related to discontinued operations with an offsetting credit of $35 million related to continuing operations). The
Company’s teserver for unrecognized 1ax benefits for the veurs under examination cxcceded the adjustments relating to this cxamination penod and therefore the
Company recorded a $364 midlion net 1ax benetit in 2019 (of which 8106 million reiated to continuing operations and $258 million related to discontinued operations).
This net benelit reflects reductions in reserves for unrecognized 1ax benefits for tax positions relating to the years that were uader eaamination, partially offset by
additional reserves for tax posttions not previously reserved for,

The IRS 15 currently conducting cxamunations of the Company’s tax returns for the years 2017 and 2018 In addition. vanous state and foreign tax
examinadions are in progress and for these jurisdictions. the Company's income tax returns are open for examination tor the period 2003 through 2021.

17. Earnings per Share

I'he caleulations of earnings per share (shares in millions} are as tollows:

Years Ended December 31 2021 2{124) 2019
Net Income trom Continuing Operations Attributable o Merck & Co., Inc. $ 12,345 % 4,519 % 5,690
Income from Discontinued Operations, Net of Taxes and Amounts Attributable to Noncontrolling Interests 704 2,548 4,153
Net income attributable to Merck & Co., Inc. % 13,049 § 7,067 8§ 9,843
Average common shares outstanding 2,530 2,530 2,565
Common shares issuable /¥ 8 11 15
Average common shares outstanding assuming dJilution 2,538 2,541 2.580
Basic Earnings per Common Share Attributable to Merck & Co.. Inc. Comimon Shareholders:

Income from Continuing Operations $ 488 ¢ 179 % 2.22

Income from Discontinued Operations 0.28 1.01 1.62

Net Income $ 5.16 % 279 8 384
Earnings per Conrmon Share Assuming Dilution Attributable to Merck & Co., Inc. Common Sharcholders:

Income from Continuing Cperations 3 4.86 3 | ) 2.21

Income from Discontinued Operations 0.28 1.00 1.61

Net Income 3 514 % 278 % KR

U fsswuble pramanilc pader share-based compensution plans
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In 2021, 2020 and 2014, 9 miltion, 5 million and 2 millien, respectively. ol common shares issuable under share-bascd compensation plans were excluded
trom the computation ol earnings per common share asswming dilutien because the effect would have been antidilutive.

18. Other Comprehensive Income (Loss)

Changes in cach component of other comprehensive income (loss) are as follows:

Emplayee Fureign Carrency Accumulared Other
Benofit [ranslation Comgrehensiy e
Denmvalives Lnvesiments Plans Adjustment Income {Loss)
Balance January 1. 2019, net of tuxes ) 166 § {78) $ {3.550) s (2,077 3 {5,5451
Other comprehensive incame llow ) before reclassification adjustments,
retax 86 130 [REEY 112 610}
Tax {15) — 192 (16) 161
Other comprehensive incume (loss) before reclassification adjustments.
nel of tanes 71 140 1756} Yo (349
Reclassification adjustments, pretax (261 (44) 7 66 — (239}
Tax 35 - {13} — 40
Reclassiication adjustments, net of taxes {206) (44) sl - (199
Other comprehensive income (losg). net of taxes {135) G 1705} 96 1648)
Ralance at December 31, 2019, net of taxcs 31 158 {4,261} (1.981) {6.193)
Other comprehensive income {lpss i hetore reclassification adjustments.
pretax (383) 3 1599} 6 {9153
Tax ) — 111 Hy 284
Other_comprehcnswc meome (losg) belore reclassitication adjustments.
nei of taxes {299 3 (185} 153 (031}
Reclassification adjustments, pretax z b @zh 272 P — 253
Tax = [{iX3] Gall
Reclassification adjustments, net of faxes 2 20 209 - - 1901
Crhur comprehensive income 1085), not of 1axes 297 D {279 153 1
Balance at Decembor 31, 2020, net of taxes {266) — (4.540) @ {1828} {6.634)
Other comprehensive income (loss) before reclassification
adjustments, pretax 337 —_ 1,922 (304} 1951
Tax {75} — (374 1i% (568)
Other comprehensive income {lgss) before reclassification
adjustments, net of taxes 258 — 1,548 (423) 1.383
Reclassification adjustments. pretax 192 8 — 281 1 — 473
Tax 40y — {60} — {10d)
Reclassification adjustments, net of tuxes 152 — 221 — 373
Other comprehensive income {lss), net of taxes 410 — 1.769 423) 1,756
Spin-off of Organon (see Note 3) — — 23 421 449
Balance at December 31, 2021, het of taxes § 144 i — s 24§ (1.830) § (4,429)

O Primanidy relates m fureign curvency cash flow kedges that were rectassified from AOCL io Sales.

2 Represends wet reafized gains on the sales of avarlable-for-safe debt seenvitivs thar were reclassified from AOQCL (o Other (income) expense, net.

¥ Ancludes ner amortization of prior serviee cost and actuarial gams and losses molnded v net pertodie bencfit cost (see Note M)

o Ineludes pension plan net losg of $3.6 Billfon and 55 4 biltion at December 31, 2021 and 2021 respectively. and other pestretivement benefit plan ner gain of 3473 nullion and 3391 nullion at
December 312021 and 2024), respectnedy. as well us pension plan prior service credit of 190 milhion and 8255 mullion at Decemher 31, 2071 and 22 respecrively, and other postretirement
henefie plan priov serviee crediy of $1581 wmitlion and $244 svition @t December 31, 2024 and 2020 vespectivel
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19. Segment Reporting

The Company’s operations are principally managed on a products basis and include two operating segments, which are the Pharmaceutical and Animal
lealth segments, both of which are reportable segments.

The Pharmaceutical segment includes human health pharmaceutical and vaceine products. Human health pharmaceutical products consist of therapeutic and
proventive agents, generally sold hy prescription. for the treatiment of hamun disorders. The Company sells these human health pharmaceutical products prinarily 1o drug
wholcsalers and retatlers, hospitals, government agencies and managed healih care providers such as health maintenance organizations, pharmacy benetit managers and
other institutions. Human health vaccine products consist of preventive pediatric, adofescent and adult vaccines. The Company sclls these human health vaceings
primarily to phyvsicians, wholesalers, physician distributors and govenument cntities. A large component of pediatric and adolescent vaceine sales are made to the
U.5. Centers for Disease Controf and Prevention Vaceines for Children program, which is funded by the U8, governient. Additionally. the Company sells vaccines 1o
the Federal government for placement into vyceine stockpiles.

The Animal Health segment discovers, develnps. manufactures and markets a wide range of veterinary pharmaceutical and vaceine products. as well as heulth
management solutions and services. for the prevention, treatment and controf of disease in all major livestock and companion animal species. The Company also offers
an extensive suite of digitally connected identification, traceability and monitoring products. The Company sclls its products to veternarians, distributors and animal
producers.

Beginmag in 2021, the amortization of intangible assets previously included as part of the caiculation of segment profits is now included in unallocated non-
scgment corporate expenses. Prior period Pharmaceuticul and Animal Health sepment profits have been recast to reflect this change on a comparable busis.

The Company previcusly had a Healtheare Services segment that provided services and solutions focused on engagement, health analytees and clinical
services to imprave the value of care delivered o patients. The Company divested the remaming businesses in this segment during the first quarter ot 2020,
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Sales of the Company s products were as [ollows:

Years Ended Desenther 31 2021 2020 2019
L5, ne’l ‘Total 5. Int’] Lutal LS Int’1 Total
Pharmaceutical:
Oncolopy
Kevhruda 3 9,75 3 7421 % 17,186 8352 8 6028 % 11,380 $ 6,305 4779 5 11,084
Adlanee revente - Lynparza s 515 473 ux9 417 U 725 269 176 144
Allance revenue - Lenvima 417 287 704 sy 220 SEO el 145 404
Vaceimes
Crardastd/Gardasil 9 1.481 3.792 5,673 L7585 2,184 3438 LR31 1.965 3737
ProQuad/M M R T Farivax 1.629 &6 2,135 1,37k SO0 1.x8% 1.6X3 w2 2275
Preumovar 23 47 346 893 727 159 LOK7 (7Y 247 926
RoraTey 173 RAY | 207 dst 31 797 06 284 T4
Vugie 100 79 179 103 67 170 130 108 238
Hospital Acnte Care
Bridon 762 770 1,532 583 615 1.198 533 598 1.131
Previmiy 153 218 370 L1w 162 %l 54 sl 163
Pruaein 2 58 259 2 248 251 2 271 YR
Nuxatil 11 199 259 42 57 229 282 R 662
Capeidas 4 208 12 7 207 213 6 242 249
Trvanz 15} 207 02 9 22 2 kil 233 243
Zerhava 4 (5) n 74 36 130 63 38 12t
Immunelogy
Simpem — §25 825 — K3R 3% - 830 B30
Remicade — 249 299 — 330 330 41t 41t
Neurosciencs
Betsumra TR 241 s & 237 327 ul 214 306
virology
Malnupitasir 632 310 952 - - —
Isentressfisentress HIY 294 474 769 326 331 &57 398 576 75
Cordiovascular
Allignes revemc - Adcmpasf\:crquvn o 312 3n 342 259 22 281 194 1] 2ud
Adempas — 252 252 — 20 220 215 213
Digbetes
Sarrvia 1,404 1,920 3,323 1,470 BT 33 1.724 i75% OB bl
Jatinmer 367 1.597 1,964 477 1,494 14971 S8y 1452 2,041
Other pharmaceutical '* 1,007 1,302 2.310 984 328 2312 1215 1.661 2873
Total Pharmaceutical segment ealey 20,401 22,3583 42,754 13,010 18,600 36,610 16,854 17.246 34.100
Animal Health:
Livestock 667 2.628 3,295 612 2327 .43 x2 2201 2,784
{ompanion Anmals 191 i,1R2 2,273 R72 242 1.7604 724 RES 1,609
Total Animal Health segment sates 1,758 3.810 5,568 1,484 2219 4,703 1,306 30856 4,393
Other segment sales ' — —_ — 23 -- 23 174 1 175
Tetal sepment sales 22,159 26,163 48,322 19,517 21,819 41,336 13,334 20333 38,668
Other " 206 116 352 7l i1l 182 6 6k 453
$ 22425 § 16279 0§ 48,704 19,588 S 21930 % 41318 3 | R 420 20700 8 39,121

t 8§ pluy inicviatioaal wey wor egnal tocal duc (o 1onnding.

5

“ Represents safes for the Heaitheare S

ey pharmacenticad prmasd re

Afhance rovenie ropresents Merck s share of profin, which are product sedes net of cost of safes and commergalizabion costs (e Xofe 3

Aucks sctles ufuther umman health phaemaccntioad produces, icduding producis within the franchives nor listod sepit arcl
vices sesmont. AR the businesses ia the Health are Sevaces segmient seeve il divesred B tiee frest guaarter of 2020,

Allianee revenw reprosents Morck's share of profiis from seics s Buver s markering tervitovies, winch are product sales net of cost of sales and commeraalizamon cost fyee hotv 5)

Oriter 5 pramarity compiised of misecflincons copporate voveiiiees. gn luding revennee redging activistes, s well av thiyd-partt mmdacturing sales finclndimg safea to Organon). Other for 2021 abo iacindes
SRS walhon reluted 16 the G hevement vt milestones for wn out-heensed product that trggered contmgent pavments to Merck
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Consolidated sales by geographic area where derived are as follows:

Years Ended Decenther 31 2021 2020 2019

United States $ 22425 % 9,588 % 18,420
turope, Middle East and Africa 13341 11,547 10,996
China 4,378 2,751 2,180
Tapan 2726 2,602 2,609
Asia Pucific (other than China and Japan) 2,407 2,113 2,126
Latin America 2.206 1,890 2015
Other 1,221 1,027 1,275

$ 48,704 S 41518 % 39.121%

A reconciliation ot segment profits to Income from Continuing Operations Bofore Taves is as follows:

Years Ended December 31 2021 2020 2019
Segment profits:
Pharmacentical segment 3 30977 % 26,106 S 23,448
Animal Health segment 1,950 1,669 1,612
Other segments — 1 (7}
Total segment profits 32,927 27,776 25,053
Other prolits 156 75 295
Unallocated:
[nterest incorme 36 59 274
Interest expense (806} (831) (&93)
Amortization (1,636} (1LL81TY (1,695
Depreciation (1,414} (1,519) (1,491)
Research and development (11,692} {12,911y (9,351
Restructuring costs (661) (575) (626)
Other unallocated, net {(3,031) (4.394) (4,395)
$ 13,879 & 5,863 % 7,171

Pharmaceutical segment profits are comprised of segiient sales less standard costs. as well as selling, general and administrative expenses directly incurred
by the scgment. Aninal Health seyment profits are comprised of segment sales, less all cost of sales, as well as selling, gencral and administrative expenses and research
and development costs divectly ineurred by the segment. For internal managenient reporting presented to the chict operating decision maker, Merek decs not allocate the
remaining cost of sales not included in scgment profits as described above, rescarch and development expenses incurred in Merck Rescarch Laboratorics, the Company’s
research and deyelopment division that focuses on human health-related activities, or general and administrative expenses. noer the cost of financing these activities.
Scparate divisions maintam respensibility for monitoring and managing these costs, including depreciation related to [ixed assets utilized by these divisions and,
therefore, they are not included in segnien! profits. [n addition. costs related to restructuring activitics, as well as the amortization of intangibte assets and purchase
accounting adjustments are net allocated 10 segments.

Other profits are primarily comprised of miscellaneous corporate profits, as well as operating profits related to third-party manutacturing sales,

Other unallocated, net. includes expenses from corpuorate and manufacturing cost centers, goodwill and other intangible asset impairment charges, guins or

Josses on sales of businesses, expense or fhcome reluted to changes in the estimated fair value measurement of labilities for contingent consideration, and other
miscellaneous income or expense items.
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bgnity toss {from attiliates and depreciation included in segment profits 15 us follows:
Pharmaccutical Antmal Health All Other Totai

Year Ended December 31, 2021
Included in segment profits:
Equity loss from afliliates $ 15 8 — % — 5 11
Deprecialion 6 158 — 164
Year Ended Decomber 31, 2020
Included in segment profits:
Equity loss trom alfiliares 5 [ —
Depreciation 6 143 1 150
Year Ended Decomber 312019
Included in segment profits:
Equity loss from atfiliates $ — % — % — 3 —
Depreciation Y 105 10 124

Property. plant and equipment, net, by geographic area where focated 1s as follows:

Decemboer 31 2021 2020 2019
United States ] 11,759 % 10,394 % 8,963
Furope, Middle East and Atrica 6,081 5314 4,124
Asia Pacific (other than China and Japan) 857 737 692
China 220 216 174
Latin America 199 169 180
Japan 159 166 152
Other 4 4 7
b 19,279 $ 17,000 % 14.297

The Company does not disaggregate assers on a products and services basis for internal management reporting and, therefore, such information is not
presented.
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Report of Independent Registered Public Accounting Firm

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

Opinions on the Financial Statements and Internal Contrel over Financial Reporting

We have audited the sccompanying consolidated balance sheet of Merck & Co.. Inc. and its subsidiaries (the “Company™) as of December 31. 2021 and 2020, and the
related consolidated statements of income. of comprehensive incone. of equity and of cush tlows Lor each of the three years in the period ended December 31, 2021.
including the related notes (eollectively referred 1o as the “consolidated tinancial starements™). We also have andited the Company s internal control over financial
reporting as of December 31. 2021, based on eriteria established in Internal Control - Integrated Framework (2013) issued by the Committee o Sponsoring
Organizations ot the Treadway Commussion (COSO)

It our opinion. the vonsolidated financial statements referred to above present fairty, in all matenal respects, the financial position of the Company as of December 31,
2021 and 2020, and the results of its operations and its flows for each of the three years in the period ended December 31. 2021 in conformity with accounting
principles generally accepled in the Umited States of Amertea Alse in our opuiion, the Company falitaied. i 2l material respects. ellective internal control over
fimaneral reporting as of December 31, 2021, based on criteria established in Internal Control - [ntegrated Framework (2013) 1ssued by the COS0.

Baysiy for Opinions

The Company s management is responsible for these consolidated financial statements. for maintaining effective internal control over [inancial reporting, and for its
asscssment of the effectiveness of internal control over financial reporting, included in Management’s Report on Internal Control Over Financial Reporting appearing
under ltem 9A. Our responsibility is to express opinions an the Company ‘s consolidated financial staterents and on the Company s internal controf over financial
reporting based on our audits. We arc a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Sceurities and
Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonsble assurance
about whether the consobidated financial statements are free of material misstatement, whether due to error or fraud, and whether effective internal control over financial
reporting was maintained in all material respects.

Our audits of the consolidated financial statements included performing procedures to vssess the risks of material misstatement of the consolidated financial statements,
whether due 1o error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test hasis, evidence regarding the
amounts and disclosures in the conselidated financial stateinents. Qur andits alse included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentfation of the consolidated financial statements. Our audit of internal control over financial reporting included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and
operating cffectiveness of internal control bused on the asscssed risk. Our audits also included perfurming such other procedures as we considered necessary in the
circumstances. We belicve that our audits provide a reasenable basis for our opinions.

Definivion and Limitations of Internal Contrel over Financial Reporting

A company's internal contrel vver financial reporting is a process designed 1o provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accouniing principles. A company’s internal control over financial
reporting includes those policics and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accuratcly and fairly reflect the transactions and
dispositions of the asscts of the company: (i) provide reasonable assurance that transactions are recorded as necessary to permiut preparation of tinancial statements 1n
accordance with generally accepted accounting principles. and that receipts and expenditures of the company are being made enly in accordance with authorizations of
management and directors of the company; and (1i1) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company s assets that could have a material effect on the financial statements.
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Because of its inherent limitations, intemal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness
to future periods are subject to the risk that controls may become inadequate hecause of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Critical Ludif Matters

The critical sudit matter communicated below is a matter ansing from the curzent period audit of the consolidated financial statenients that was conununicated or
required o be communicated to the audit commitiee and that (i) relates 10 accounts or disclosures that are material to the consolidated financial statements and (i1}
involved our especially challenging. subjective. or complex judgments. The conumunication of critical audit matters docs not alter in any way our opinien on the
consolidated financial statements. taken as a whole. and we are not, by communicating the critical audit matter below, providing a separate opmion on the critical audit
matter or on the accounts o1 disclosures to which it relates.

{8 Rebate Accrualy - Medivaid, Managed Care and Medicare Povi D

As deseribed in Note 2 to the consolidated {iancial statements, the Company tecords cortain variable consideration including discounts, which are estimated a1 the time
of wale generally using the expected value method. Amounts accrued for aggregate customer discounts are ¢valuated on a quarterly basis through comparison of
information provided by the wholesalers. health maintenance organizations, pharmacy benefit managers, federal and stare agencics, and other customers to the amounts
accrued. Certain of these discounts representing a portion of the accrual take the form of rebates, which are amounts owed based upon definitive contractual agreements
or legal requirements with private sector {Managed Care) and public sector (Medicaid and Medicare Part D} benefit providers, atter the final dispensing of the product to
a benetit plan participant. The provision for rebates 1s based on expected patient usage. as well as inventory levels in the distributien channel to detenmine the contractual
obligation to the benefit providers. Management uses historical customer seyment utilization mix, sales forecasts, changes to product mix and price, inventory levels in
the distribution channel, government pricing calculations and prior payment history m order w estinate the expected provision. The accrued balance relative to the
provision for rebates nciuded in acerued and other current liabilities was $2.6 billion as of December 31, 2021, of which the majority relates to U.S. rebute accruals —
Medicaid. Managed Care and Medicare Part 1D,

The principal considerations for our determination that performing procedures relating to U.S. rebate accruals - Medicaid. Managed Care, and Medicare Part D isa
critical audit matter are the significant judgment by management due to the significant measursnient uncertainty involved in developing the rebate accruals. as the
accruals are based on assumptrons developed using pricing information and hustorical customer segment utilization mix, and a high degree of anditor judgment.
subjectivity and effort in performing procedures and evaluating evidence related to these assumptions.

Addressing the matier involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the consolidated financial
statements. These procedures included testing the etfectiveness of controls relating to U.S. rebate accruals - Medicaid. Managed Care. and Medicare Part D. including
management’s controls over the assumptions used 1o estimate the corresponding rebate aceruals. These procedures also inclided. among others (i) developing an
independent estimate of the rebate accruals by utilizing third party dala on historical custonier segment wtilization mix in the U $.. pricing information. the terms ol the
specific rebate programs. and the historical trend ot actual rebate claims paid, (i) comparing the independent estimate to the rebate averuals recorded by management,
and {iii} testing rebate claims paid, including evalvating those claims for consistency with the contractual terms of the Company’'s rebate agreements.

Md«kvéa 4#4{ 47‘“‘4 ¥

PricewaterhouseCoopers LLP
Florham Park. New lerscy
February 25, 2022

We have served ay the Company’s auditor since 2002,
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(b) Supplementary Data
Selected Quarterly Financial Data (Unaudited)
(5 il except per share amounts) dth Q17 3rd Q ndQ ¥ 1st
2021%
Sales N 13.521 % 13,154 % 1,402 S 10,627
Gross Profit 9,648 9,704 8,29% 7,428
Net Income from Continuing Operations Attributable to Merck & Co., Inc. 3,820 4,567 1.213 2,745
(Loss) Income from Discontinued Operations, Net of Taxes and Atnounts Attributable to Noncontrolling
Interests (62) — 332 434
Nel Tncorne Allributable to Merck & Lo, e, 3,758 4,567 1,545 3179
Basic Earnings per Common Share Attributable to Merck & Co., Inc. Common Shareholders
Income from Continuing Operations $ 151 % 151 % 04 5 1.08
{Loss) Income from Discontinued Operations (0.02) — 0.13 017
Net Income 3 1.49 % 1.81 % [ - 1.26
Earnipgs per Common Share Assuming Dilution Attributable to Merck & Co., Inc. Commen Shareholders
Income from Continuing Operations 3 151 % 1.0 % nds S 1.08
{Luss) Iucome from Discontinued Operations {0.02) — 0.13 0.17
Net Income 3 1.48 $ 1.80 3 LT 1.25
2020
Sales i3 1948 8 ooy % Y353 % 10288
Gross Profit 5,919 7916 0,606 7.459
Ner{Loss) Income from Continmng Operations Attributable to Merck & Co., inc. (2.617 2324 2341 2471
Income trom Discontinued Operations, Net of Taxes and Amounts Attributable 1o Nencontrolling Interests 523 al7 661 748
Net {Loss) Income Attnbutable to Merck & Co . Inc. {2,094) 2.941 3.002 3.219
Basic (Loss) Eamnings per Common Share Attributable to Merck & Co.. Inc. Comumon Shareholders
(Loss} Incomne from Continuing {Jperations % (.03 % 092 S 093 % 098
Inceme from Discontinued Opezations G.21 0.24 026 0.30
Net (T.oss) Income $ (0.83) § 1.i6  § 119§ 1.27
(Loss) Earnings per Common Share Assuming Dilution Attnbutable to Merck & Co., Inc. Commen
Shareholders
{Loss) Income from Continuing Operations 3 (103 % 0.92 8§ 092 3 .97
Tncome from Dvscontinued Operations 0.2} 0.24 0.26 0.29
Net (Loss) Incume $ [CEI Lin § [W R 1.26

Aoty i the fourth quarter of 2020 inelude harges refared w the wcquusitons of YelusBia Ine. and Oncolinnine Isee Note 4} and an mtangrhle asser impairment oharge velated wo Zerbuxa tyee

Nafe 9).

S dmounts i the thivd quarter of 2020 clude charges related o ransactrons wieh Seagen fne (see Nove 41

3 Amounts i the second yuarrer of 2021 wmddwde @ charge related 1o the avquusition of Pandion Therapeutics, Ine. (see Nnte 41,

4 Reflects the resilts of the businesses that wore sponoff fo Orgaren on June 2. 2021 gs desconttuped operations for all periods presented fsee Nuate 3).
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure,

Not applicable.

Item 9A.  Controls and Procedures.

Management af the Cempany. with the panticipation of its Chief l:xecutive Officer and Chief Financial Officer, hus evaluated the eftectiveness of the
Company s disclosure controls and procedures. Based on their evaluation, as of the end of the period covered by this Form 19-K. the Company’s Chict Iixccutive Ofticer
and Chiet Financial Officer have concluded that the Company’s disclosure controls and procedures (as delined in Rules 13a-15(2) or 15d-15(2) under the Securitics
Exchange Act of 1934, as amended (the Act)) are effective. For the fourth guarter of 2021, there have been no changes in imemnal control ever financial reporting that
materially aftected. or are reasonably likely to materially affect, the Company's mtemnal control over financial reporting.

Management is responsible for establishing and maintaining adequate internal control over financial reporting. as such term is defined in Rule 130-15(9) of
the Act. Management condueted an evaluation of the effectiveness of internal control over financial reporting based on the framework n faternal Contral - Infegrated
Framework issued 1n 2013 by the Committer of Sponsormg Orgamzations of the Treadway Commission. Based on iliis evalyanon, management concluded that internal
contro] over financial reporting was etfective as of December 31, 2021, PricewaterhouseCoopers LLLP. an independent registered public accounting firm, has performed
is own assessment of the effectiveness of the Company’s internal control over financial reporting and its attestation report is inchuded in this Form 10-K filing.

Management’s Report

Management's Responsibidity for Financial Statements

Responsibility for the integrity and objectivity of the Company’s financial statements rests with management. The tinancial sialements report on
management's stewardship of Company assets. These statements arc prepared in conformity with generally accepted uccounting principles and. accordingly. include
amounts that sre based on management's best estimates and judgments. Nonfinancial information included in the Annual Report on Form §0-K has alse been prepared
by management and is consistent with the [inancial statements.

Ta assure that financial information is Telidhle and ussets are safeguarded, management maintains an effective system of internal centrols and provedures.
important clements of which include: caretul selection, training and development of operating and financial managers: an organization that provides appropriate division
of responsibility: und communications aimed at assuring that Company policies and precedures are understood throughout the organization. A statf of internal auditors
regularly monitors the adequacy and application of internal controls on a worldwicde basis.

To cnsure that personnel continue (o understand the system of internal controls and procedures. and pokicies concemning good and prudent business practices,
annually all employees of the Company are required to complete Code of Conducet training. This training reinforces the importance and understanding of iternal controls
by reviewing key corporate policies, procedures and systems. [n addition. the Company has compliance programs, including an ethical business practices program to
reinforce the Company’s long-standing commstment to high ethical standards in the conduct of Hs business.

‘The tinancial statements and other (inancial information included in the Annual Report en Form 10-K fairly present, in all material respects. the Company’s
financial condition, results of aperations and cash flows. Qur tormnal certification to the Sccuritics and Exchange Comimnission is included in this Form 10-K filing.

Management s Report on Intermnal Conteol Oyer Financial Reporling

Management is responsible for cstablishing and maintaining adequate internal control over financial reporting, as such term is defined in Rule 13a-15(6)
under the Sceuritics Exchange Act of 1934, The Company’s internal control oyver {inancial reporting is designed to provide reasonable assurance regarding the reliability
of financizl reporting and the preparation of financial statements for external purposes in accordance with generally accepled accounting prineiples in the United States
of America. Management conducted an ecvaluation of the effectiveness of internal contrel over financial reporting based on the framework in twrernal
Control  [ntegrated
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Framework issued in 2013 by the Commuttee of Sponsoring Organizations ol the Treadway Commission. Based on this evaluation. management concluded that internal
control over financial reporting was ffective as of Lrecermber 31, 2621,

Becavse of its inherent |imitations, internal control over financial reporting may not prevent ot detect misstatements. Projections of any evaluation of
effectiveness to future pertods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the

polictes of procedures may deteriorate,
The cffectiveness of the Company’s internal control over finaneial reporting as of December 31, 2021, has been audited by PricewaterhouseCoopers LLP. an

independent registered public accounting firm. s stated in their report which appears hercin,
L . ' .
AL, \‘-—Q’JL

Caroline Litehfield

Robert M. Davis
Execuiive Vice President and Chiet Financial Officer

Chief Exvaritive Officer und President

Item 98.  Other Infermation.

None.
Item 9C.  Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.

Not Applicable.
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PART I

Item 10, Dircectors, Execntive Officers and Corporate Governance,

The tequired information on dircetors and nominees is incorporated by reference from the discussion under Proposal 1. Election of Directors of the
Company’s Proxy Statement for the Annual Meeting of Shareholders to be held May 24, 2022, Information on executive officers is set forth in Part | of this document on
page 4=

The required mformation on compliance with Section 16(a) of the Securities kxchange Act of 1934, i applicable. is incorporated hy reference {rom the
discussion under the heading “Stock Ownership Information™ of the Company s Proxy Statement for the Annual Meeting of Sharcholders to be held May 24, 2022,

The Company has a Code of Conduct — Cur Valuwes and Standards applicable to all employees, including the principal executive ofticer, principal financial
offiver. pruwipal aveounling oflicer and Controller. The Code of Conduct 18 available on the Company’s website at merck com/company-overview/culture-and-
values code-of-conduct/values-and-standards. The Company intends to disclose future amendments to certain provisions of the Code of Conduct. and waivers of the
Code of Conduct granted 1o executive officers and directors, if any. on the website within four business days following the date ot any amendment or waiver. Every
Merck employee 15 responsible for adhering to business practices that are in accordance with the law and with ethicul pnnciples that reflect the highest standards of
corporaie and individoal behavior.

The required inforpation on the identification of the audit cormmittee and the audit committee financial expert is incorporated by reference fromn the
discussion under the heading “Board Meelings and Conmittees”™ ol the Company s Proxy Stalement for the Annual Mecting of Sharcholders te be held Mav 24, 2022,

Item 11.  Executive Compensation.

The information required on exccutive compensation 1s meorporated by reference from the discussion under the headings “Compensation Discussion and
Analysis.” “Summary Compensation Table.” “All Other Compensation”™ table, “Grants of Plan-Based Awards” table, “Outstanding Equity Awards™ table, “Option
Lxercises and Stock Vested” table, “Pension Benefits™ table. “Nongqualitied Deterred Compensation”™ table, and “Potential Payments Upon Termination or a Change in
Control”™. including the discussion vnder the subheadings “Separation” and “Change in Control,” as well as all footnote information 1 the various tables, of the
Company’s Proxy Statement for the Annual Mecting of Sharcholders to be held May 24, 2022,

The required information on director compensation is incorporated by reterence from the discussion under the heading “Director Compensation™ and related
72021 Schedule of Director Fees™ table and 2021 Director Compensation’™ table of the Company's Proxv Statement tor the Annual Meeting ot Shareholders to be held
May 24,2022

The required informatien under the headings “Compensation and Managemeni Development Commuttee Interlocks and Insider Participation” and
“Compensation and Management Development Committee Report™ is incorporated by reterence trom the Company’s Proxy Statement {or the Annual Meeting of
Sharcholders to be held May 24, 2022,
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

Information with respect to securily ownership of certain beneficial owners and munagement is incerporated by reference from the discussion under the
heading ~“Stock Ownership [nformation™ of the Company s Proxy Statement for the Annual Meeting of Shareholders to be held May 24, 2022,

Equity Compensation Plap Information

The [ollowing table summarizes ilormation about the options, warrants and rights and other equity compensation under the Company’s equity compensatton
plans as of the close of business on December 31, 2021, The table does not include information about 1ax qualitied plans such as the Merck LS. Savings Plan.

Number ot
Number of securities remaining
securitics to be available for future

issued upon Weighted-average issuance under equify

exercise of exerLine price of cnmpensalinn plans

outstanding cutstanding {ercluding

options, warrunts optiens, warrants securities

and rights and rights reflected in column (a})
Plan Category {a) (b} (&}
Equity compensation plans approved by security hotders:# 18,572,010 § 65.27 92,994,903
Equity compensation plans not approved by security holders — — —
Total 18,572,010 § 635.27 92.994.903

i Dichudes options to prirchase shares of Compam Connron Stock amd other righis suder the tollowing shareholdcr-approved plans the Merck & Co., e 2000 und 2019 Incentive Stock Plans.
andl the Merck & Co. fne 200 Yon-Employ oo Dircetors Stock Option Flan

A Excludes approvimately H 790,206 shares of restricted stack units and 1,965,983 perfornunune shave aits {dssunting maxtiue piy outs) under the Morck Skarp & Dohme 2010 and 2019
tacortive Stuck Plams Al exchudes 193,107 shures of phantem stock deferred wader the MSD Bmplovee Dofersal Program amd A68.033 shuros of phuntom stock deperred vader the Merck &
Co. dne. Plun for Deterred Pavment of Divecrors” Compensation.

Item 13, Certain Relationships and Related Transactions, and Director EIndependence.

The required information on transactions with related persons is incorporated by teference from the discussion under the heading “Relafed Person
Transactions™ of the Company s Proxy Statement for the Annual Meeting of Sharcholders to be held May 24, 2022,

The tequired information on director independence is incorporated by reference from the discussion under the heading “Independence of Directors”™ of the
Company's Proxy Statement for the Annual Meeting of Shareholders to be held May 24. 2022

Item 14. Principal Accountant Fees and Services.

The information required for this item is incorporated by reference from the discussion under Proposal 3. Ratification of Appointment of Independent
Registered Public Accounting Firm for 2022 beginning with the caption “Pre-Approval Policy for Services of Independent Registered Public Accounting Firm” through
“Fees for Services Provided by the Independent Registered Public Accounting Firm™ of the Company’s Proxy Statement for the Annual Mecting of Sharcholders to be
held May 24, 2022,
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PART IV

Item 15.  Exhibits and Financial Statement Schedules.
tay The [ollowing documents are filed as part of this Form 10-K

1. Financial Statements
Consolidated stutement of income for the years ended December 31, 2021, 2020 and 2019
Consolidated statement of comprehensive income for the years eaded December 31, 2021, 2020 and 2014
Consolidated balanve sheet as ¢f December 31, 2021 and 2020
Consolidated statement of equity tor the vears ended Iecember 31, 2021, 2020 and 2019
Consolidated statement of cash flows for the vears ended December 31, 2021, 2020 and 201¢
Notes to consolidated financial statements
Report of PricewaterhouseCoopers LILP, independent registered public accounting tirm (PCAOR 1D 238)

2. Financial Statement Schedules
Schedules are omitted because they are cither not required or nol applicable.

Financial statements of affiliates carried on the equity basis have been omitted because. considered individually or in the aggregate, such affiliates do not
conslitute a significant subsidiary.
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Exhibit
Number

3.1

[
b2

11

42

4.3

44

+.5

4.6

4.7

18

1.9

3.10

3. Exhibits

Description

Recated Cortilicate ol Levrpermtion of Mereh & Co e ivovemb
Rovort o Torm 8-K filed November 4 2004 (Mo, 1-65714

B\‘-l.;nw of Merch & Co Tone, peffective July 23 2005 Divorporated By relvrenee e Morch & Col [y 75 Coyrent Repon on Forny & K
Dted July 25, 2015 (N 687,

Indenture. dated as of April 1. 1991, between Merck Sharp & Dolime Corp. (Fk/a Schening Corporation} and 1S, Bank Trust National
Association {as successor to Motgan Guaranty [rust Company ol New Yorkl), as ‘L'tustee (the 1991 [ndenture) — [ncorporated by reference
to Exhibit 4 10 MSD's Registration Statement on Form §-3 {No. 33-39349)

Eirst Supplentente] Indenture wothe 1991 Indenture, doted we ol Qvtober 1007 — Incopporeted by relorenice e baligbit il to M8
Remstration Statement on Form 8-3 fied September I 1997 (N 3371 36381

3, 200y Dcorporated by orelvrence o Merch & Co e s Cuartent

Sovond Supplementa: Indenture o the 19971 Indentare, dated Nescemper 3, 2009 Incorporticd by reterence 10 Eabibit 403 10 Maneh & O,
Dhe " Curnent Report on Form S K tiled November 42004 (Mo [0S 71

Ihud Supplementsl Indemuyre to the 1991 Indenture, dated May 1 20072 Incorporaied by refereneg to Bstubit 31w Verch & o, lne 7
Lomm 10-0 Quarterly Repodt tor the period ended Marchh 31, 2012 1N 1-0371)

Indunture, dated Movember 2o, 2003, boetwoen Mercgde Coone (1 b o scherine-Pioueh Corporatton and The Bups of New York as | risfes

(the 2003 Indenture Incurporaied by teference to Exhinl 4 1 1o Sehvime-Plouvh s Current Roport on o 8- led Nosember 28, 20018
[ I- }
scond Supplementa, Indenture 1o the 2002 Indenture tinglhadime 1o o Notes, doted Sovenber 26, 2003 Ingoipergted by reference to
Eadubit 4.3 10 Schering Plocgh’s Curent Report on Loy sk filed Mossiger 28, 2003 (No, (6571
Tlord Supploental Indenture 1o the 2003 wdepture Caeluding Fonn of Sote), dated Sepieiner 17, 2007 — Lecerponned by ietvicnee to

Lahibit 4.0 to Sehermg-Pleesh’™s Current Repoit on borm d K lded Septeiber |7, 2007 (o 1-6571)

Fitth Supplementa] ndepture to the 2003 Indenture. dated Nosvember 30 2000 [reorporated by reterenve 1o FPabibat 4 o Merck & Co
Ine s Curprent Report v Fomn S K fled Novepher 820009 (No, 1-6371)

ldenture, daied as of Jenoary 6. 2070 netwcen Mercg & Co Ineeand 1S Bank Trosi Natondal A senaution, s Tiustes Incorpureted by
Loference o Tt 44 to Merch & Co tne s Corent Report on Form S-K Ged Begeniber 10 20160 (N, §-0571)

Diewcripnon o the Reoatrini s L ommon Sock - Ineerporated by reference g Dxhibnd 410 to Merek & Lo, Tie s Fonn 10K Angal Repert
Lo the Hseeb venr ended Drecember 31 2020 tiled Februarm 23, 2027 (N 1-6371)

Notes die 2021 1 875" Notes e 2020 andd 250000 Notes due 2034 - [nvorperaged by relerence e

20T N -

Description ot e Reepsiant s 1123
Exhibit 210 1o Merch & Cooines Form L 0-K Annod] Report for the Biseal v ear ended December 31, 2020 filed Februan 23,
ba7t

Dosenption of the Regstrant s ¢5007, Notes due 2024 and 1 375" Notes dye 2020 - Taeorporied by relerenee to Fxdiibit 412 1o Merek &
Cov dne s Foran 10-K Anmuua] Repont for the fiscal year ended Decemier 31, 2020 fbed Tobrpary 25 2021 (Ne 1-6571
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Exhibit
Number
*10.1

*10.2

*10.3

1.4

105

*10o

(0.7

*10.8

*10.9

#1010

*10.11

*10.12

Description

Mook & Col Ine Faventive Ineentise Plan {os aimiended o testeted effectinve hune T 200155 - fneorpormsted by pedrenee o fack & Uy,
lne s Sehedule T3A Gled Apeet 13, 2015180 163711}

Motch & Coo e Detertal Proerne Ineludhog the Base Salirs Detergl Plan (Anended and Restated erfoetive Doeeember 1 269191 -
Ievrperded by tercrence to Ladymit 102 fo Mook & Co, dne s Form [0-K Annwa Repont tor the Daval year vpded Decenpber 21, 28HY
Hled Pebruary 260 2020 (No [-687 41

Merea & Co o Ine 2018 Ineentpy e Stock Plan s aended and restated fune 1, 2015 Ineorpoyated by gelesency o Mepeh & Col e s
Schedule teA Sled Apol JR 2015 (No 1 6571

Form of slock opien erms sor 2011 guarterss_and_apnaad nen-gqualidicd oplion sranis undey e Mlorck & G dpe 20010 Toeentne Stoch
EBlan Invorporaled by reterence 1o Bshibpt L2 o Merea & Codne s Form 160-0) Ouapterss Repor tor the period eneded Mareh 31 7001
Sded Moy 4 201 (N 65T

Fom of stock opilog lerms o 2002 guarteris and annaal nen-qualitied oplier smnts wnder e Merch & Loy Tne 2000 [neepme Mok
Pian - Ircwporated By referenee o bxhibi 20 20 0 Mereh & Uwy Ine s Poom PR Aprual Report foi the faead sveur ended Decemboer 3.
2011 Nled Febriary 28 20712 (N 1-657 0

Form of qloch oplion tenms o1 2008 quarferlyand sopoal non-quallicd opton sraats ondet the Merck & Co Jne 2058 neerine Mok
Plan - Incornorated I reference to Ladubit 1019 te Merek & Co e s Form 10-K Anneal Report for the fiscal vear enided BPecemlbns 3
2002 filed ebriary 28 2013 2, 1-657] )

Form of stodk oplon termes for S0 quanter]sy gnd_annual nen quehified opoen erants under the Morck & Co, Ipe 20 Dneeny e Stock
Pien Incorporated by pererence o Exhibat s w0 Menck & Co o Ipe s Poam V00K Annua) Report for the Sseal vear ended December 300
2003 tled February 27, 20015 (No, 105371

Form of stock opten terms tor 2015 quarterly amd annual son-auabified vption grpnes under the Mergh & Co | Ine 20040 Ineenive Steck
Plan_ - Incorporated by e 3

ey to bxbibil 1020 e Merch & Co Bae "< Do =R Arnual Report for the Sseal vear ended December 31
2005 filed §ebruary 26, 2010 (NG, 1-0571)

Furmiul stock optivi terms for 8 guarter]y and ganual nen-gualitied opton erant vnder the Merch & Co. e, 20040 neentrye Steck Plan
— Ineorporatcd by oreierent wo Exhinit 1012 1o Merck & Co . Foe s Formy 10-K Antuoat Report tor te fseal yvear epded December 31, 20617
filed Tebrpany 27, 201% (No, 1-6571)

Tormiod stock uption Terms for 2006 guarterin ond angel nor-qualified option grapts endéer the Merck & Co, Ine 2010 Dventis g Stoch Plin
— Ineorporaicd Iy retorence w1 sdubar LT o Merch & Con, 1o s Porma (00 R Syga] Repuit ton e fhseal s et ended Devemiber 3. il
Nled Fobrpary 28 2017 (No 16370

Form of restricted stk anit terms tor 2008 guartesly and apnual erants ynder e Merch & o Tne, 2000 ncentn e Stovk Plap —
Incorortod by relerence o Lxhibi L0 17 o Merch & Co B s Form L0-K Anngal Report e the Baeal year ended Diecembuer 37, 2007
Pied on Febrmary 2 2018 (N, 10571,

2018 Porlommunee Shere Unit Swand berins wider the Merch & Coo tne 2010 Stovk dncentne Plan -- Invorporeted oy aotereney to bosubi
0o Mok & Cou e s Cumrent Report on Forny 020 Quarterhy Roport Sor the perod ended Mareh 3, 200 filed May >, 2008 1N, 1-

6571
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Exhibit

Number
*10.13
*10.14
*10.15
*10.16

1017
10.1%

10.1%

W20

10.21

*10.22

=023

*10.24
*10.25
21
23
24.1
242

Description

Mewnh & d o Ine 2009 lneentiv e Stowk Plan - cormorated 5y relerence o Appendiy O o Merch & oo s Schedule LA Dled Apnl 8
20149 (Mo, 16377

Mok & Co loe Chenee o Contro! Separation Beneits Plag felectis ¢ us wmended g restoted, as ol onuary 1 20000 — lneorpaotated by
relereiog W Lxhibit Z0 0 o Merck & Coo lues s Curreil Report on Forug S-by filed Novenwber 29, 2012 (No, 10571}

Morek & Co e 1S Separation Bepelits Phim amiended and pestated as of Janoary 1, 2679 - Weaporgted by referenee to Lalubat (619
o Morck & Coo bie s Fornn HO-KC Anmue] Repart Poar i iseul vei ended December 33, 200 filed Febryary 27, 2019 1N 1-057 14
Retitenent Plan for the Dircctors of Mok & Coo Ine famended and restated June 21 19960 -Incorperated by resvrence to Fxdnbat T AT to
NIND s Form 10-6 Quanterhy Report for ke perod einded dung 36, 1996 led Aueust 13, 1990 No. [-3305)

Merck & Co o fre Plon tor Deterred Pavient of Thredtors” Compensation CAmended and Restated vitecun e oy of dannapy I 20220

D

abunen ayrrecient betw een Schenmne-Cloaeh and Contocor, Te  dated Apnl 3, 1998 [neorporated bs yeberence w0 Dxhithyt [06u)
bering Plouej s Amended F0-K for the veor gpded December 312000 Sed Moy 3 3004 (N, 1-657 ]+

Anmendnent Aereentent W the Distbuton ASerecent betseen Cenmover, dne CAN Dovelopent. LEC, and Scherme-Plough ielends
Company . Incerporated by relerence to Bxhubit 1001 0 Sehenna-Plogeh’s Current Report on Furm 8-K §iled December 21, 2007 (No -
T

Severanve S ereement and General Release between Merck & Co o ne ard Adar L Schechter, dated Decevher 1 201 - dneorporatod by

relerenve e Bxhibat 10037 1o Merck & Co e s Forna 1TO-K A nual Report for the Bseal year ended Decentber 31, 2014 tled Bobrpors 27

20T Ng 1R37]

Offer Letter betw een Mereh & Coy, e, and lenmifer Zachars, dated March 2o, 200> Incorporated by rederence (o Fambit 3125 1) Murck

& Co Ine s Torm WK Annga] Repest for tre feveal veor ended Decenber 3 2018 Hled Tebryare 27 3014 (No, 1035713

Form of tock ontion erms tor 2021 anrusl non-gqualificd option_eracts under the Merck & Co e 2019 Incentive Stock Plan -

[ngorperated by peterence te Eabrbit 1023 10 Merck & Co, Joe s Foru 10K Anngal Report for thy fiagal vedr ended Theeember 21, 2020

{ded Febroagy 25 2021 (No [-A37 ]

Lomy of restrered stpek unit tems tor 2021 afpual grants upder the Mepeh & Cog, o, 2009 Ineeniiv e Stoch, Blap - fugerperaled by )
erefiee o bbbt 1024 10 Merck & Co L line 7 Foree 100K Anoual Beport bor the fsead sear endoed Decantber 3120020 Gled Fobraarn, 2-

2 Soo ka7

Foom of stock opton ey ol 2022 oorual non casbilied option geams under the Merch & Co e 2002 Eacentinve Stock Plan

Fosmwd pestpeted stock uni terms for 2002 annual grants waber the Mok & Coo, fne 2000 Ineoniive Stk Play
Subadnanes of Merch & Co, Ine,
Cotsent of Independent Registered Pubilic Avcepntine 1inm

Fower ot Allotey
Certilied Resplotion of Boarg wf Directors
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3Ll Rule Tha-Tapue 15d- 40 Cortlication ol Cluel Faeeutiy e Offieer
3.2 — Rule 130- T30 15d- H 400 Certilicaen of Cluel Fingavial Oftee:
321 - Seain TAS0C entitheation o) Ched Bxcentis o CH3ier
322 —  Seyten 13AG L enifieation ol Chiet Fuancml Otfiver
Exhibit
Number Description
101.INS XBRL Instance Document - The instance document does not appear in the interactive data file because its XBRI tags are embedded within
the Inline XBRL document.
101.5CH —  XBRL Taxonomy Extension Schema Document.
101L.CAL — XBRL Taxonomy Lxtension Calculation Linkbase Document.
101 DEF ~  XBRL Taxonomy Lxtension Delinttion Linkbase Document.
101.LAB —  XBRL Taxonomy Extension Labe] Linkbase Deocument.
101 PRE - XBRL Taxonomy Exfension Presentation Linkbase Docmnent.
104 —  Cover Page Interactive Data File (formatted as Inline XBRL und contained in Exhibat 101).
i Managemenr Contract oF CompIeANEY Han or arvangenie.
t Certain portions of the exhibit have been panittod pursiant to a request for confidentiol treatment The non-puplic information has heen filed scpuvatel with the Securitics and Exchange

Coprission purstaat i role 24022 sider e Secoreties Excfange Avt of 1934, ux amonded.

Lung-tern debt instruments under which the 1otal amount of securines authowized does net exceed 10% of Merck & Co., Inc.'s total consolidated assels are nol filed 4s exhibits 1o this report,
Merck & Co., Inc will furnish a copy of these agreements to the Securities and Exchange Commission on request.

Item 16, Form 10-K Summary

Not applicable.
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SIGNATURES
Pursnant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be sipned on its

behal€ by the undersigned, thereunto duly authorized.

Dated:  February 25, 2022

MERCK & €CO., INC.
By: ROBERT M. DAVIS
(Chief Executive Oftficer and President)
By: s/ JENNIFER ZACHARY
Jennifer Zachary
(Attornev-in-Fact)

Pursuant 10 the requiremnents ol the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant
and n the capacities and on the dates indicated.

Signatyres Title Daite

ROBERT M. DAVIS Chicf Executive Officer and President February 25, 2022

Principal Executive Officer: Director
CAROLINE LITCHFIELD Executive Vice President and Chief Financial Officer: Principal Financial

Officer February 25, 2022

RITA A KARACHL™N Senior Yice President Finance-Global Conlroller:

Principal Accounting Officer February 25. 2622
KENNETII C. FRAZIER Executive Chairman and Dhrector February 25. 2422
MARY ELLEN COE Director February 25. 2022
PAMELA 1. CRAIG Director February 25. 2022
THOMAS H. GLOCER Director February 25. 2022
RISA J. LAVIZZO-MOUREY Direetor February 25, 2022
SIEPHEN L. MAYO Dircetor February 25. 2022
PAUL B. ROTHMAN Director February 25, 2022
PATRICIA T'. RUSS0 Director February 25. 2622
CHRISTINE E. SEIDMAN Director February 25, 2022
INGE G. THULIN Director February 25, 2022
KATHY I. WARDEN Dircetor February 25,2022
PETER C. WENDELL Director February 25. 2022

Jennifer Zachary, by signing her nae hereto, docs hereby sign this decument pursuant o powers of attorney duby exccuted by the persons named. filed with
the Securitics and Exchange Commission as an exhibit to this document, on behalf of such persons, all in the capacities und on the date stated, such persons including a
mapority of the directors of the C'ompany.

By: 8/ JENNIFER ZACHARY
Tennifer Zachary
{Allorney-in-Fact)
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MERCK & CO., INC.
PLAN FOR DEFERRED PAYMENT OF
DIRECTORS' COMPENSATION

l. PURPOSE

The Merck & Co., Inc. Plan for Delerred Payment of Directors” Compensation (“Plan™} provides an unfunded arrangement for directors ol
Merck & Co., Inc., lormerly known as Scheting-Plough Corporation (“Merck™ or the “Company™) prior to the closing date ("Closing
Date™) of the Agreement and Plan of Merger dated as of March 8, 2009, as amended. by and among Merck & Ce., Inc.. Schering-Plough
Corporation, SP Merger Subsidiary Onc, Inc. and $P Merger Subsidiary Two. Inc. (the “Transactions™), other than dircctors that are
current employees of the Company or its subsidiaries, to value, account for and ultimately distribute amounts deferred (i) voluntarily in
case of annual retainers and Board and committee meeting fees, 1t any, and (ii) mandatorily in certain other cases as desceribed herein. Prior
to the Closing Date, the predecesser to this Plan provided identical benetfits to directors of Merck Sharp & Dohme Corp. (formerly Merck
& Co, Inc. prior to the Clesing Date} ("MSD™).

. ELECTION OF DEFERRAL, INVESTMENT ALTERNATIVES AND DISTRIBUTION SCHEDULE

A, [lection of YVoluntary Deferra] Amount

1. Priorto December 31 of each year. each director may imrevocably elect (un “Initial Election”) to defer, until tlermination of service as a
director or fater, 50% or 100% of each of the following (together. the “Voluntary Deferral Amount™) with respect to the 2 months
beginning April 1 of the next calendar year after such Initial Election:

{a) Board retainer

(b) Lead Dirccior retainer

(¢} Committee Chairperson retainer

(d) Audit Committee member retainer, and
(e} Board and comrittee meeling fees, if any.

2. Prior to commencement of dutics as a director or within the first 30 days following commencement of services. a director newly
elected or appointed to the Board during a calendar year may make an initial Flection for the portion of the Voluntary Deferral
Amount applicable to such director's first vear of service (or part thereot).

3. The Voluntary Deterral Amount shall be credited as follows: (1) Board and committee meeting fees, if any, that are deferred are
credited as of the last business day of each caleadar quarter; (2) it the Board retainer, Lead Director retainer, Committee
Chairperson retainer and/or Audit Committee member retainer are deferred, a pro-rata share of the deferred retainer is credited as
of the last business day of each calendar quarter. The dates as of which the Voluntary Deferral Amount, or parts thercof, are
credited to the director's deferred account are hereinafter referred to as the Voluntary Deferral Dates.

4. Once an Initial Election is made, including, cffective December’s 2008, clections made by directors of MSL prior to the Transactions,
it shall continye 1o apply in successive years on the same terms and conditions until the director makes a new Initial Election.

5. Certain directars {the “Schering Directors™) who were directors ol Schering-Plough Corporation on the Closing Date of the
Transactiens continued service



following the Closing Date. Anything in the Plan to the contrary notwithstanding, the Schering Directors were first eligible to clect
Voluntary Deferrals by December 31 of the vear that includes the Closing Date. That initial election may not apply carlier than
January | of the following year and shall continue through Apnl 1 of the second year tollowing the Closing Date.

Mandatory Deferral Amount

As of the Friday following the Company’s Amnual Meeting of Shareholders (the “Mandatory Deferral Date™), each director will be
credited with an amount equivalent to the annual cash retainer for the 12 month period beginning on the April | preceding the
Annual Mecting: provided, however, that eflective for the 12-month period beginning April 1. 2022 and therealter, such credit
shall instead equal S220,000 (the “Mandatory Deferral Amount™). The Mandatory Deferral Amount will be measured by the
Merck Common Stock account.

A director newly clected or appointed 1o the Board afier the Mandatory Deferral Date will be credited with a pro rata portion of the
Mandatory Deferral Amount applicable to such director's first vear of service (or part thereof). Such pre rata portion shall be
credited to the director's account as of the first day of such director's scrvice.

For purposes of the Mandatory Deferral Amount. the Schering Directors shall be treated as it newly ¢lected or appointed to the Board
as of the Closing Date.

Automatic Deferral of Excecutive Committee Fees

Between Junc 2005, and April 2007, directors of MSD who served as either Chairperson or member of the Board’s Exccutive
Connittee, in lieu of any cash payment for such service, were credited with an amount provided by way of retainer or mecting
fees (the “Automatic Deferral Amount™). The Automatic Deferral Amount is measured by the Merck Common Stock account.

Election of Investment Altcrnatives

Each Initial Election shall include an election as to the investment alternatives by which the value of amounts deferred will be
measured in accordance with Article 111 below. Investment alternatives available under this Plan shall be the same as the
investment alternatives available from time to time under the Merck & Coa, Inc. Deferral Program (the “Executive Deferral
Program™}; provided, however, that at all times there shall be a Merck Common Stock fund. All investment alternatives other than
Merck Common Stock are referred to herein as “Other Investment Alternatives.”

Imtial Election of Distribytion Schedule

An Initial Election shall include an clection of the year during which the Distribution Date (as defined below} shall occur and shali
apply to all Voluntary Deferral Amounts, Mandatory Deferral Amounts and Automatic Deferral Amounts credited during the same
period. The Distribution Date shall be the 15th day of the month {or, if such day is not a business day, the next business day) of a
calendar quarter following the Dircctor’s termination of service as a director or such number of years thereafier as would be
permitted for distributions elected under the Executive Deferral Program.

1{ and to the cxtent that participants in the Executive Deferral Program are permitted to make re-deferral elections from time to
time. participants in this Plan



may elect to defer their Distribution Dates subject to the same restretions applicable under the Executive Deferral Program;
provided, howcever, that no re-deferral clection may have the effect of accelerating a distribution prior to a director’s termination of
service or death.

G, Unforeseeable Fmergency

The Committee shall distribute a participant’s deferred amounts if and to the extent a participant applies to receive a distribution due to
an Unforesecable Emergency as defined in Treas. Reg. Sec. 1.409A-3(i} or successor thereto. A participant wishing a hardship
distribution must provide the Commitice or its delegate with sufficient evidence to prove compliance with Treas. Reg. Sec.
1.409A-3(i). Such a participant’s entire account balance may be disiributed to satisfy such Unforesceable Emergency without
regard 10 whether 1t s invested wholly or partially in Merck Common Stock.

IH. VALUATION OF DEFERRED AMOUNTS

A, Merck Common Stock

l.  Initial Crediting. The annual Mandatory Deferral Amount shall be used to determine the number of full and partial shares of Merck
Common Stock that such amount would purchase at the closing price of the Common Stock on the New York Stock Exchange
("NYSE™) on the Mandatory Deferral Date.

The Automatic Deterral Amount is used to determine the number of full and partial shares of Merck Common Stock that such
amount would have purchased at the closing price of the Commen Stock an the NYSE.

That portion of the Voluntary Deferral Amount allocated to Merck Common Stock shall be used to determine the number of tuil
and partial sharcs of Merck Common Stock that such amount would purchase at the closing price of the Common Stock on the
NYSE on the applicable Veluntary Deferral Date.

Thisg Plan is unfunded: a1 no time will any sharcs of Merck Common Stock be purchased or earmarked for such deferred amounts
nor will any rights of a shareholder exist with respect 10 such amounts,

2. Dividends. Each dircctor's account will be credited with the additional number of full and partial shares of Merck Common Stock that
would have been purchasable with the dividends on shares previously credited to the account at the closing price of the Common
Stock on the NYSE on the date each dividend was paid.

3. Distributions. Distributions from the Merck Common Stock account wiil be valued at the closing price of Merck Common Stock on
the NYSE as of the Distribution Date.

4. For purposes ol valuation of Merck Commen Stock, if Merck Common Stock is no longer traded on the NYSE, but is publicly traded
on any other exchange, references to NYSE shall mean such other exchange. 1f Merck Common Stock is not publicly traded and it
the Governance Committee of the Board of Directors {formerly known as the Commitiee on Corporate Govemnance) determines
that a measurement of Merck Common Stock on any Mandatory or Voluntary Deferral Date or Distribution Date would not
constitute fair market value, then the Commitiee shall decide on the datc and method to determine fair market value, which shall
be in accord with any requirements set forth under Section 409A or any successor therete.



B. Other Investment Alternatives

Initiad Crediting. The amount allocated to each Other Investment Alternative shall be used to determine the fult and partial Other
Investment Alternative shares that such amount would purchase at the closing net asset value of the Other Investment Alternative
shares on the Mandatory or Voluntary Deferral Date. whichever is applicable. The director’s account will be credited with the
number of full and partial Other Investment Alternative shares so determined.

At no time will any Other Investment Alternative shares be purchased or earmarked for such deferred amounts nor will any rights
of a shareholder exist with respect to such amounts.

2. Dividends. Each direclor’s account will be credited with the additional number of full and partial Other Investment Aliemative shares
that would have been purchasable. al the closing net asset value of the Other Investment Aliemative shares as of the date each
dividend is paid on the Other Investment Alternative shares. with the dividends that would have been paid en the aumber of shares
previously credited to such account (including pro rata dividends on any partial shares),

3. Distrihutions. Qlher Investment Alternative distributions will be valued based on the closmg net asset value of the Other Investment
AMlernative shares as of the Distribution Date.

C.  Adjusiments

In the event of a reorganization, recapitalization, stock split, stock dividend, combination of shares, merger, consolidation. rights
offering or any othcr change in the corporate structurc or shares of the Company or an Other Invesiment Alernative. the number
and kind of shares or units shall be adjusted accordingly.

REDESIGNATICN WITHIN A DEFERRAL ACCOUNT
A, General

A director may redesignate how his or her account is invested among the Other Investment Alternatives (a “Redesignation”). A
Redesignation affects only the Investment Alternatives; it docs not affect the liming of distributions from the Plan. Except as
provided in Section G. of Article 1l. amounts deferred using the Merck Common Stock method and any earnings
attributable to such deferrals may not be redesignated prior to the first anniversary of the terminztion of the director’s
service. The change will be cffective at the closing pricc as of (i} the day when the redesignation request is reccived pursuant to
administrative guidelines esiablished by the Human Resources Financial Services area previded the request is reccived prior to the
close of the NYSE on such day or {ii) the next following business day il the request is received when the NYSE is closed,

B. When Redesignation May Occur

1. During Active Service. There is no limit on the number of times a director may Redesignate the portion of his/her deferred account
permitted to be Redesignated. Each such request shall be irevocable and can be Redesignated in whole percentages or as a dollar
amount,



2. dAfier Death. Following the death of a director, the legal representative or beneticiary of such dircctor may Redesignate subject to the
satne rules as for active directors set forth in Article IV, Section B.1.

C.  Valualion of Amounts to be Redesignated

The portion of the directer's account to he Redesignated will be valued ar its cash cquivalent and such cash equivalent witl be
converted into shares or units of the Other Investment Altematives. For purposes of such Redesignations, the cash equivalent of
the value of the Other Investment Alternative shares shall be the closing net asset value of such Other Investment Alternative as of
{i} the day when the Redesignation request is reccived pursuant to administrative guidelines established by the Human Resources
Financial Services area of the Treasury department, provided the request is received prior te the close of the NYSE on such day or
{ii) the next following business day il the request 1s received when the NYSE is closed.

V. PAYMENT OF DEFERRED AMOUNTS

A. Paymont

All payments to directors of amounts deferred will be in cash as ol the Distribution Date. Disiributions shall be pro rata by investment
alternative. Distributions shall be paid as soon as administratively feasible after the Distribution Date.

B. Forteitures

A director's deferred amomnt atiributable to the Mandatory Deferral Amount and earnings thereon shall be forfeited upon his or her
retoval as a director or upen a determination by the Governance Committee, i its sole discretion that. a director has:

(i) joined the Board of, managed. operated, participated in a material way in, entered employment with, performed consulting (or
any other) services for, or otherwise been connected in any material manner with a company, corporation, enterprise, firm,
limited partnership, partnership. person. sole proprietorship or any other business emtity determined by the Governance
Committee in its sole discrction to be competitive with the business of the Company, its subsidiarics or its affiliates (a
"Competitor");

{ii) dircctly or indirectly acquired an equity interest of 5 percent or greater in a Competitor; or

(1)  disclosed any material trade secrets or other material confidential information, including customer lists, relating to the
Company or to the business of the Company to others. including 4 Competitor.

VI. DESIGNATION OF BENEFICIARY
In the event of'the death of a director:

A.  The deferred amount ail the date of death shall be paid to the last named beneficiary or beneficiaries designated by the director, or, if
no beneficiary has been designated. to the fegal representative of the director's estate.

B. A lump sum distribution ot any remaining account balance will be made to the director’s beneficiary or estate’s legal representative as
soon as administratively feasible



following such death, whether or not the director was in service at the time of death or has commenved to reccive payments of his or her
account balance. The Distribution Date of such a distribution shall be the 15th day of the month (or, it such day is not a business day. the
next business day) of the calendar quarter following the date the Company leams of such death.

VIl. PLAN AMENDMENT OR TERMINATION
The Governance Committee shall huve the right to amend or terminate this Plan at any time for any reason.
Vill. SECTION 409A COMPLIANCE

Anything in the Plan (o the contrary notwithstanding. the Plan shall comply with Scction 409A of the Internal Revenue Clode ol 1986 as
amended (or any successor thercto) (the “Code™) and shall be interpreted in accordance therewith. Any payment called for under the Plan
as of or as soon as administratively feasible on or after a designated date shall be made no later than a date within the same tax year of a
dircctor, or by March 15 of the following year, il later (or such other timxe as permitted in Treas. Reg. Sec. 1.409A-3(d) or any successor
thereto); provided further. that the director is not permitted 1o change the taxable year of payment, except in accordance with Article 11,
Section F and Section 409A of the Code. Where the Plan's obligation to pay is unclear, including a dispute about who is the proper
beneticiary of a dircctor who dies, payment shall be made as soon as admimstratively feasible atter the Program’s obligation becomes
clear and at a time permitted by Treus. Reg. Sec. 1.409A-3(g(4) or any successor thereto,

IX. EFFECTIVE DATE.

This amendment and restatement of this plan shall be effective as of January 1, 2022



Exhibit 10.24
GLOBAL TERMS AND CONDITIONS
2022 NON-QUALIFIED STOCK OPTION (NQSO) GRANTS
UNDER THE MERCK & CO., INC. 2019 INCENTIVE STOCK PLAN

Grant Type: NQSO — Annual
Option Price:  SXX.XX
Grant Date:  May 3, 2022
Expiration Date: May 2, 2032

Yesting Dates Portion that Vests
Muy 3. 2023 First: 33.333%

May 3, 2024 Second: 33.333%
May 3, 2025 Third: Balance

GENERAL

Merck & Co., Inc. (the “Company’™™) has granted to you the stock option specified in this decument pursuant to the Merck & Co., Inc.
2019 Inecntive Stock Plan. including any sub-plan thercto for your country (the “Plan™). This stock option is subject 1o the terms and
conditions of the Plan and these Glohal Terms and Conditions, including any additional terms and conditions for your country in
Appendix B (the “Terms™). Unless otherwise defined in this document, capitalized terms used in these Terms are as defined in the
Plan.

IMPORTANT NOTILCE: This grant requires you 1o affirmatively accept it. You MUST log onto the Morgan Stanley website at:

(hetp//www. morganstanley.com/spe/knowledge/managing-cquity/managing-your-cxisting-awards/accepting-awards-grants/) to accept
the grunt,

Foliow the procedure described on the Morgan Stanley website o accept your slock option within 90 days. Failure 1o accept the terms
and conditions of your stock option within 20 days may result in Forfeiture of the stock option.

A, Vesting & Expiration Dates. This stock option becomes exercisable in equal installments (subject to a rounding process) on the
Vesting Dates indicated in the box above. This stock eption expires on its Expiration Date, which is the day before the tenth
anniversary of the Grant Date. If your employment with the Company or. it different, the subsidiary, affiliate or jeint venture
(“JV™} of the Company by which you are employed (the “Employer”) is tetminated, your right to exercise this stock option will be
determined according to the terms in Section Il and tor grantees outside the United States, also in paragraph 12 of Section A
("Nature of Grant™) of Appendix B. Parl L.

B. Subject to Recoupment. This stock option will be subject to recoupment in the event of certain violations of Company policy in
accordance with the Company’s Policies and Procedures for Recoupment of Compensation for Compliance Violations and for
Significant Restatement of Financial Results, as set forth in Appendix A (as may be amended from time to time).

TERMINATION OF EMPLOYMENT

A. General Rule. If your cmployment is terminated for any reason other than those specified in the following paragraphs. the portion
of this stock option that is unvested will expire on the date vour employment ends; the portion of this stock optien that is vested
will expire unless exercised before the New York Stock Exchange closes (the *Close of Business”) on the day before the same day
of the third



month (“Within Three Months™) atter the date of the termination {(but in no event after the expiration of the Option Period). Close
of Business for any day on which the New York Stock Lxchange 15 not open means the close of buginess prior to that date when
the Exchange is open. Where there 1s no corresponding day of a month, the last day of the month is deemed 1o be the same day as a
later date (e.g.. Novermnber 28, 29 and 30 all correspond to February 28 i non-lcap years). If you are rehired by the Company or
the Employer. as applicable, this option nevertheless will expire unless exereised Within Three Months, or the original Expiration
Date if earlier.

Involuntary Termination. If the Company determines thal your employment is involuntarily terminated. including the result of a
restructuring or job elimination. but excluding non-performance of your duties and the rcasons listed under paragraphs C through
T, the portion of this stock option that is unvested will expire on the date your employment ends; the portion of this stock option
that is vested will expire on the day before the one vear anniversary of the date your employment ends. but in no event later than
the original Expiration Date. Il your employment 15 terminated as described in tlus paragraph and you are later rehired by the
Company or the Employer, as applicable. this option nevertheless will expire according 1o this paragraph notwithstanding such
rehire,

Sale, If your employment is terminated and the Company determines that such termination resulted from the sale of your
subsidiary, affiliate, division or JV, the following portion of this stock option award will vest and become exercisable immediately
upon such termination: if employment terminates on or after the Grant Date but hefore the first anniversary thereof, then one-third
of this stock option award will vest and become exercisable; if employment terminates on or after the first anniversary of the Grant
Date, then all unvested stock options will vest and become exercisable. The remaining portion, if any. of this stock option that does
not vest pursuaat to the foregoing sentence will be forfeited on the date your employment terminates. Whether already vested on
the date your employment terminates or vested as a result of such sale. this stock option will expire the day before the first
anmiversary of the date your employment with the Company or the Employer, as applicable, ends, but in no event later than the
original Expiration Date. Notwithstanding the foregoing, the Committee may determine. for purpeses of this stock option grant.
whether employment with an entity that is established from the Company’s spin off, split olf. split up or distribution of equity
securities in connection with that entity constitutes a termination of employment, and may make adjustments, if any. as it decms
apprapriale, and not inconsistent with the Plan, at the time of the distribution of such ¢quity securities, in the kind and:or number
of shares subject 10 this option, and/or in the option price of such option. If your employment is tcrminated as described in this
paragraph and you are later rehired by the Company or the Employer. as applicable, this option nevertheless will expire according
to this paragraph notwithstanding such rehire.

Retirement. If your employment terminates as the result of your retirement, the portion of this stock option that would have
become exercisable according to its original schedule within one year of the date your employment ferminates will vest and
become exercisable on its applicable Vesting Date and the remainder will expire immediately. Whether already vested on the date
your employment terminates or vested as a result of such retiremient, this option will expire on the carlicr of (a) the day before the
fifth anniversary of the termination date or (b) its original Expiration Date. For grantees who are employed in the US,,
“retirement” means a termination of employment after attaining the earliest of (a) age 55 with ar least 10 years of service (b) such
age and service that provides eligibility for subsidized retiree medical coverage or {(c) age 63 without regard to years of service.
For other grantees. “retirement” is determined by the Company. 1f vour employment is terminated as described in this paragraph
and you are later rehired by the Company or the Employer. as applicable. this option nevertheless will expire according to this
paragraph notwithstanding such rehire.



H.

Death. It your employment terminates as a result of your death, the portion of this stock option that is unvested will vest
immediately upon your death. Whether alrcady vested on the date of your death or vested as a resull of your death, this stock
option will expire on the day before the second anniversary of your death, even if such date is laler than the Original Expiratien
date, This stock option will expire on such earlier date than olherwise specified in this paragraph as may be required under
applicable non-U.§, law (e.g.. in France, six months {rom the date of death). If you die while any portion of this stock option
remains outstanding, but after your employment terminates for the reasons listed under paragraphs B, C, D. G or H of this section,
the portion that remains outstanding after such employment termination will become immediately excreisable and will continue to
be exercisable until the expiration dale prescribed in paragraph B, C. D, G or H as applicable (and af least a year from your death
in those jurisdictions where such extension is required by law).

Misconduct. If' your employment 15 terminated as a result of your deliberate, willful or gross misconduct, this stock option
(whether vested or unvested) will expire immediately upon your receipt of notice of such fermination.

Disability. If your employment is terminated and the Cempany determines that such termination resulted (rom your inability 1o
perform the material dutics of your role by reasen of a physical or mental infirmity that is expeeted to last for at least six months or
to resull in your death. whether or not you are eligible for disability henefits from any applicable disability program. then this stock
option will continue to become exercisable on applicable Vesting Dates and will expire on the earlier of (a) the day before the fifth
anniversary of the day your employment terminates and (b) its original Expiration Date. If your employment 1s terminated as
described in this paragraph and you are later rehived by the Company or the Employer, as applicablce, this option nevertheless will
expire according to this paragraph notwithstanding such rchire,

Change in Control, If this stock option is assumed, converted or otherwise remains outstanding in connection with a Change in
Control and your employment is involuntarily terminated without Cause before the second anniversary after the closing of a
Change in Control, each unvested stock option that is owstanding immediatcly prior to the Change in Control will immediately
become fully vested and exercisable. All options, including options vested prior to such time. will expire on the day before the fitth
anniversary ol the fermination of your employment {ollowing a Change in Control (but not beyond the Expiration Date). This
extended exercise period does not apply in the case of termination by reasons of retirement, involuntary termination, sale,
misconduct, death or disability, as described in paragraphs B through G above or termination prior to a Change in Control. If this
stock option does not remain outstanding following the Change in Control and is not converted into a successor stock option, then
each unvested stock option that is outstanding imumediately prior to the Change in Control wili lapse as of the Change in Control
and at the clection of the Company. you will be entitled to receive cash for this stock option in an amount al least equal to the
difference between the price paid to stockhbolders in the Change in Control and the Optior Price of this stock option. *Cause” and
“Change n Control”™ are defined in the Merck & Co., Inc. Change in Control Separation Benetits Plan (excluding an MSD Change
in Control).

Transfer of Employment. Transfer of employment between the Company, a subsidiary, aftiliate, TV, JV partner ar aftiliate of the
Company who provides services to the J¥ with such partner or affiliate or other entily in which the Company has determined that
it has a significant business or ownership interest (together, the “Company Group”) is not considered termination of employment
for purposes of this stock option. Such employment must be approved by the Company and contiguous with employment by the
entity in the Company Group you were employed by immediately prior to the relevant transfer. The terms sel out in paragraphs A
through I above shall continue to apply to this stock option following a transfer of employment accordance with this section.



HI.

1v.

V.

TRANSFERABILITY

This stock optien and any interest therein shall not be sold, assigned, transterred. pledged or otherwise disposed of, alienated or
cncumbered, either voluntarily or involuntariiy, other than by will or the laws of descent and distribution in connection with your
death.

TAX WETHHOLDING

Regardless ol any action the Company and/or the Employer take with respect (o any or all income lax, sucial insurance, psyroll tax,
payment on account or other tax-related items arising out of your participation in the Plan and legally applicable or deemed applicable
to you {*Tax-Related ltems™). you acknowledge that the ultimate liability for all Tax-Related ltems is and remains vour responsibility
and may exceed the amount actually withheld by the Company and/or the Employer, if any. You further acknowledge that the
Company and/or the Employer (i) make no representations or undertakings regarding the treatment of any Tax-Related ltems m
conhection with any aspect of the stock option or underlying sharcs of Common Stock, including, but not limited 1o, the grant, vesting
or exercisc of the stock option, the subsequent sale of shares of Common Stock acquired pursuant to such exercise and the receipt of
any dividends; and (ii} do not commit and are under no obligation to structurc the terms of the grant or any aspect of the stock optien
to reduce or eliminate your liability lor Tax-Related ltems or achieve any particular tax result. Furthermore, if vou have become
subjeet to tax in more than one jurisdiction, you acknowledge that the Company andfor the Hmployer (or former employer, as
applicable) may be required to withhold or account for Tax-Related Items in more than one jurisdiction.

Prior te the relevant taxable or tax withholding event, as applicable. you shall pay or make arrangements satisfactory to the Company
and/or the Emplover to satisfy any applicable withholding obligations or rights with regard to all Tax-Related Items. In this regard,
you authorize the Company and/or the Employer, or their respective agents, at their discretion. to satisfy the Tax-Related [tems by one
or a comhination of the following: (i) withholding from yow wages or other cash compensation paid to you by the Company, the
Employer and/or any subsidiary, affiliate or JV of the Company: or (ii) withholding trom proceeds of the sale of shares ot Commaon
Stock acquired at exercise of the stock option cither through a voluntary sale or through a mandatory sale arranged by the Company
{on your behalf pursuant to this authorization); or (i11) withhelding in shares of Common Stock to be issued at exercise of the stock
option; provided, however, that il you are a Section 16 officer of the Company under the Exchange Act, then the Commiltee must
approve any decision 1o satisfy the Tax-Related [tems by the methed described in (iii) above.

The Company may withhold or account for Tax-Related Items by considering applicable minimum statutory withholding amounts or
other applicable withholding rates. including maximum applicable rates m your jurisdiction(s). In the event of over-withholding, you
may receive a refund of any over-withheld amount in cash {with no entitlement fo the equivalent in cornmon stock), or if not relunded,
you may seek a refund from the local tax authorities. In the event of under-withholding, you may be required to pay additional Tax-
Related Ttems directly to the applicable tax authority or to the Company and/or the Employer. 1t the obligation for Tax-Related Items is
satisfied by withholding in shares of Common Stock, for tax purposes, you will be deemed to have been issued the full number of
shares of Common Stock subject 1o the cxercised stock options, notwithstanding that a number of the shares is held back solely for the
purpose of paying the Tax-Related ltems due as a result of any aspect of your participation in the Plan,

You shall pay to the Company or the Employer any amount of Tax-Related ltems that the Company or the Employer may be required
to withhold or account for as a result of your participation in the Plan that cannot be satisfied by the means previously described in this
section. [he Company may refuse to issuc or deliver the shares of Common Stock or the proceeds of the sale of shares, il you fail to
comply with your obligations in connection with the Tax-Related [tems.

DATA PRIVACY

‘The Company is located at 2000 Galloping Hill Road, Building K-1 Kenilworth, New Jersey, U.S.A. 07033 and grants employees of
the Company and any subsidiary, affiliate or JV of the Company, the opportunity to participate in the Plan, at the Company's sole
discretion. If you would like to participate in the Plan, vou understand that you should review the following information about the
Compuny s dawa processing practices and declare your consent.



VI

Data Collection and Usage. The Company collects, processes and uses your persenal data, including, name, home address, email
address and telephonc number. date of birth, social msurance number ot other identification number. salary, citizenship, job title.
any shares of Commeon Stock or directorships held in the Company, and defails of all awards, canceled, vested. or oulstanding in
vour {avor, which the Company receives [rom you or your Employer, If the Company offers you the opportunity to participate in
the Plan. then the Company will collect your personal data for purposcs of allocating Commeon Stock and implementing,
admimstering and managing the Plan. The Company s legal basis for the processing ol your personal data would be your consent.

tock Plan Administration Service Providers. The Company transfers participant dats to Morgan Stunley. an independent service
provider based in the United States, which assists the Company with the implementation. administration and management of the
Plan. In the future, the Company may scleet a different service provider and share your data with another company that serves in a
similar manner. The Company’s service provider will open an account for you. You will be asked to agree on scparate terms and
data processing practices with the serviee provider, which is a condition to your ability to participate in the Plan.

Intesnational Data Transfers. The Company and its service providers are based in the United States. I you are outside of the
United States, you should nete that your country has enacted dala pnivacy laws that are diferent from the United States. The
Company’s legal basis for the transfer of your personat data is your consent.

Voluntariness and Consequences of Consent Denial or Withdrawal. Your participation in the Plan and your grant of consent is
purely volundary. Yoeu may deny or withdraw your consent at any time. [ you do not consent, or if you withdraw your consent,
you cannot participate in the Plan. This would not affect your salary as an employee; you would merely forfeit the opportunitics
associatcd with the Plan,

Data Subject Rights. You have a number of rights under data privacy laws in your country. Depending on where you are based.
your rights may include the right to (1) request access or copies of personal data the Compuny processes, (ii) rectification of
incorrect data, (i) deletion ot data. (1v) restrictions on processing, (v) portability of data, (vi} to lodge complaints with competent
authorities in your country, and/or (vii) a list with the names and addresses of any potential recipients of the your personal data. To
receive clarification regarding your rights or to exercise your rights please contact the Company at Attn: Global Privacy Office,
351 N. Sumneytown Pike, North Wales, Pennsylvania, U.S.A. 19454

The cotlection. use and transfer of your personal data for the purpose of implementing, administering and managing your
participation in the Plan 1s conducted in accordance with the Company’s Global Privacy and Data Protection Policy. You also
understand that the Company may, in the future, request you to provide another data privacy consent. If applicable and upon
request of the Company, you agree lo provide an executed acknowledgement or data privacy consent form to the Company or the
Employer (or any other acknowledgements, agreements or consents) that the Company and/or the Employer may deem necessary
to obtain under the data privacy laws in your country, either now or in the future. You understand that you will not be able 10
participate in the Plan il you fail o exccute any such acknowledgenient, agreement or consent requested by the Company and/or
the Employer.

If vou agree with the dala processing practices described in this Section, you will declare your consent by clicking to "Accept” these
Terms on the Morgan Stanley website.

GOVERNING LAW

This document may be amended only by another written agreement between the parties. This document will be interpreted and
enforced under the laws of the State of New Jlersey, United States {without regard to its choice-of-law provisions). For purpuses of
litigating any dispute that arises directly or indirectly from the relationship of the partics evidenced by this grant or this document, the
parties hereby submit 10 and consent to the exclusive jurisdiction of the State of New Jersey and agree that such litigation shall be
conducted only in the courts af Union County, New Jetsey, or the federal courts for the United States tor the District of New Jersey,
and no other courts, where this grant is made and’or to be performed.
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IX.

SEVERABILITY

The provisions of this document are severable and if any one or more provisions are determined to be illegal or otherwise
unenforceable, in whole or in part, the remaining provisions shall nevertheless be hinding and enforceable.

WAIVER

You acknowledge that a waiver by the Company of hreach of any provision of these 'l erms shall not operate or be construed as a
waiver ol any other provision of these Terms or ol any subsequent breach by you or any other granice,

ELECTRONIC ACCEPTANCE

The Company may, in iis sole discretion, decide to deliver any documents related to the stock option or future options that may be
granted under the Plan by electronic means or request your consenl lo participate in the Plan by electronic means. You hereby consent
to receive such documents by electronic delivery and agree to participate in the Plan through an online or electronic system established
and maintained by the Company or a third partv designated by the Company.

COUNTY-SPECIFIC APPENDIX

This stock option shall be subject to any additional provisions set forth in Appendix B for your country. if any. If you relocate to one
of the countrics included in Appendix B during the life of this stock option, the additional provisions for such country shall apply to
you, to the extent the Company determines that the application of such provisions is necessary or advisable in order to comply with
local law or facilitate the administration of the Plan.

ADMINISTRATION

The Commiitiee 15 respensible for construing and inlerpreting this stock option, including the right to construe disputed or doubtful
Plan provisions. and may establish. amend and censtrue such rules and regulations as it may deem necessary or desirable for the proper
administration of this stock option grant, Any decision or action taken or to be taken by the Committce, arising out of or in connection
with the construction. adntinistration. interpretation and cfteet of this stock option grant shall. to the maximum extent permitted by
applicable law, be within its absolute discretion (except as otherwise specifically provided herein) and shall be {inal. binding and
conclusive upon the Company, all Eligible Employees and any person claiming under or through any cligible employee. All
determinations hy the Committee including, without limitation, determinations of the Eligible Employecs, the form. amount and timing
of mcentives, the terms and provisions of incentives and the writings evidencing incentives, nced not be uniform and may be made
selectively among Eligible Employees who reccive. or are eligible to receive, Incentives hereunder, whether or not such Eligible
Employees are similarly situated.

This stock option is subject to the provisions of the 2019 Incentive Stock Plan. For further information regarding your stock options.
you may access the Merck Global Long-Term Incentives homepage via Sync > HR > Money > Long-Term Incentive Program.



APPENDIX A
Policies and Procedures for Recoupment of
Compensation for Compliance Violations and for
Significant Restatement of Financial Results



Faolicy

It is the policy of the Compensation and Management Development Commitiee of
the Board of Directors (the “Committee”} that the Committee will exercise its
discretion to determine whether to seek Recoupment of any bonus and/or other
incentive compensation paid or awarded to an Affected Employse, where it
deterrmines, in consultation with the Audit Committes, that: a) the Affected
Employee engaged in rsconduct, or failed to reasonably supervise an employee
who engaged in misconduct. that resulted in a Materal Viclation relating to the
research, development, manufacluring, sales. or marketing of Company producls or
the overall goodwill or reputation of the Company! and b) the Committee conciedes
that the Matenal vialation caused Significant Harm to the Company. as those terms
are defined in this policy. The Commiltee’s exercise of its discrefion may fake into

account any considerations determined by the Committee to be relevant.

In addition, awards under the Executive Incentive Plan ("EIP") and Performance
Share Units ("PSU") under the Merck & Co., Inc. 2019 Stock Incentive Plan, or any
successor therete, are also subject (o the Company's rigit to reclaim their benefits
in the event a significant restatement of financial resuits for any performance period,

pursuant to the process described below.

Detinitions
. “Recoupment” is defined te include any and all of the fellowing actions ta the
extent permitted by law: {a) reducing the amount of a current or future bonus or
other cash or non-cash incenlive compensatien award, (b} reguiring
reimbursement of a bonus or other cash-based incentive compensation award
paid with respect to the most recently completed performance period, (c)
cancelling all or a portion of a future-vesting equity award, (d) canceliing all or a
portion of an equity award that vested within the previous twelve-month period,
{e) requiring return of shares paid upon vesting and/or reimbursement of any
praceeds received from the sale of an equity award, in each case that vested
within the previous twelve-month period, and (f) any ofther method of reducing
the total compensation paid to an empleyee far any prier twelve-month pericd or
any current or future period,

. A "Material Violation” is defined as (i) a material viclation of a written Company

policy relating to the research, development, manufacturing, sales, or marketing
of Company products or ﬁi\') conduct detrimental to the Company. including the
Company's overall goadwill of reputation.

3. An “Affected Employee” is an employee in Band 600 or higher who (i} engaged

in misconduct that results in a Materal Vislation; or (i} failed in his or her
supervisory responsibilities to reasonably manage or monitor the conduct of an
employes who engaded in misconduct that resulls in a Material Vielation.

1. “Executive” means curreni and former executive officers for the purposes of the

Secunties Exchange Act of 1334, as amended.

3. *Faull” means fraud or willful misconduct. "Willful misconduct” is generally

viewed as dereliction of a duty or untawful or ir'nproper hehavior committed
veluntarily and intentionally; something more than negligence. If the Audit
Commitlee delermines thal Fault may have heen a factor causing the financial
restatement, the Audit Committee will appeint an independent investigator whose
determination shall be final and binding.

3. “Significart Harm” means a significant negative impact on the Company's

-

w

financial operating results ar reputatien.

Procedures

Fer Compliance Violations

. The Committee, acting in consultaticn with the Audit Committee, shail
administer this policy and have

. full discretion to interpret and to make any and all determinations under this

policy. subject to the approval of the full Board of Directors in the case of a

determination to seek or waive Recoupment from the

Chief Executive Officer.

The General Counsel, in consultation with the Chief Elhics and Compliance

Officer and the Executive Vice President, Human Resources, is responsible for

determining whether to refer a matter to the Committee for review under this

policy and for assisting the Committee with ils review. The Commitlee may

consult with other Board Committees and any exiernal or internal advisors as it

deems appropriate.

. if the Committee, acting in consultation with the Auait Commitiee, determines
that there is a basis for seeking Recoupment under this pelicy. the Committee
shall exercise its

discretion to determine for each Affected Employee. on an individual basis,
whether. and to what extent and in which manner, to seek Recoupment.

in exercising its discretion, the Committee may take into consideration. as it

deems appropriate, all of the facts and circumstances of the particular matter
and the general interests of the Company.

For EIP Awards and PSUs Upon Significant Restatement of Financial
Results

EIP Awards and PSUs for Executives are subject to the Company's right to
reclaim their benefits in the event of a significant restatement of financial resuits
for any Award Period, pursuant to the process described below.

1. The Audit Commitiee will review the issues and circumstances that resulted
n a restatement of financial resulls to determine if the restatement was
significant and make an nitial determination of the cause of the restatement—
that is whether the restatement was caused, in whole or in part, by Executive
Fault {as defined akove); and

2. In the case of PSUs, the Commitiee will (a} recalculate the Company's
rasults for any Award Period with respect to PSls that included an Award
Period which occurred during the restatement period; and (b} if it is determined
lhat such reslatement was caused in whole or in part by the Executive's Faull,
the Committee will seek reimbursement from each Executive of that portion of
the payout of the PSU that the Executive received within 18 months of the
resiatement based an the erroneous financial resuits.



3. In the case of EIP Awards, the Committee will (a) review the EIP award
received by each Executive with respect to the restatement period and
determine whether all or a portion of such Award was determined based on the
achievement of erroneous financial resulls; and (b} if it is determined that such
restalement was caused in whole or in part by the Executive’s Fault, the
Committee will seek reimbursement from the Executive of that portion of any
EIF Award that the Executive received within 18 months of the restatement
based on the errenecus financial results.

4. The clawback for EIP Awards and PSUs does not apply to restatements
that the Audit Committee determines (1] are required or permitted under
generally accepted accounting principles ("GAAP") in connection with the
adaption or implementaticn of 8 new accounting standard or (2) are caused dus
té: the Campany's decision to change its accounting practice as permitted under

AAP.

Delegation to Management for Certain Recoupment Decisions

Only in the case of Compliance Violations, the Committee hereby delegates to
the Chief Executive Officer (who may further delegate as deemed appropriate)
the authority to administer this policy and 1o make any and all decisions under it
regarding Affected CEmployees whe are not Execulives of the nmpany.
Management shafl iepurl lo the Lommittee on any affirmative decisions to seek
Recoupment pursuant to this delegation.

Disclosure of Recoupment Decisions

The Company will comply with all applicable securities laws and regulations,
including Securites and Exchange Commission disclosure reguiremenits
regarding executive coempensation and any applicable New York Stock
Exchange listing standard or requirements, The Campany may alsc. but 1s not
obligated to, provide additional disclosure heyond that required by law when the
Company deems it 10 be appropnate ang determines that such disclosure is in
the best interest of the Company and its shareholders,

Miscellansous

Nothing in this policy shall limit or otherwise affect any of the following: 1)
management's abilily lo take any disciptinary action with respect to any Aflecled
Employee: 2} the Comrmittee's ability 1o use its negative discrefion with respect to
any incentive compensation performance target at any time; or 3} the Committee’s
or management's akility to reduce the amount (in whole ar in part) of a current or
future bonus or other cash or non-cash ncentive compensation award to any
Executive or other employee for any reason as they may deem appropriate and io
the extent permitted by law. Any right of Recoupment under this policy is in addition
ts, and not in liew of, any other remedies or nghts of Recoupment that may he
available to the Company pursuant 1o the terms of any similar policy in any
employment agreement, equity award agreement. or similar agreament and any
other legal remedies available to the Company.

The Committee shall have sole discrelion to make all determinations under this
policy. Any determinations made by the Committee shall be final, binding. and
conclusive en all Executives and affected individuals.

This policy shall be interpreted 1n a manner that is consistent with any applicable
rules or regulations adopted by the Securities and Exchange Commission. New
York Stock Exchange and any other applicable law (the "Applicable Rules™). To the
exient the Applicable Rules require recovery of any bonus and/or other incentive
compensation, ncluding EIF Awards and FSus, in addiional circumstances
besides those specified above, nothing in this policy shall be deemed 1o limit or
restrict the right or obligation of the Company to recover such compensation to the
fullest extent required by the Apglicable Rules.,

The Company shall not indemnify or agres o indemnify any Exacutive against the
loss of mncantive compensation subject to this Policy nor shall lhe Company pay or
agree lo pay any insurance premium to cover the loss of such incentive
compsensation.

The Board or the Committee may amend modify, or terminate this policy in whole
or in part at any time and from time to time in its sole discretion.
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GEOBAI-TERMS-AND-CONDITIONS™
2022 RESTRICTED STOCK UNIT GRANTS
JNDER THE MERCK & CO., INC. 2019 INCENTIVE STOCK PLAN

Grant Type: RSU - Annual
Grant Date: May 3. 2022

Vesting Dates Portion that Vescs
May 3, 2023 First: 33.333%

May 3, 2024 Sccond: 33.333%,
May 3, 2025 Third: Balance

GENERAL.

Merck & Co., Inc. (the “Company™) has granted 1o you the Restricted Stock Unit ("RSU™) award specified in this decument (“"RSU
Award™) pursuant 1o the Merch & Co.. Inc. 2019 Incentive Stock Plan. including any sub-plan thereto for your country (the “Plan™). This
RSU Award 1s subject to the terms and conditions of the Plan and these Global Terms and Conditions. including any additional terms and
conditions for your country in Appendix B (the “Terms™}. Unless otherwise defined in this document, capitalized terms used in these Terms
are as defined in the Plan.

IMPORTANT NOTICE: This grant requires you 1o affirmatively accept it. You MUST log onto the Morgan Stanley website at
(http://www.morganstanley.com/spe/knowledge/managing-equity/managing- vour-existing -awards/accepting-awards-grants/) to accept
the grant.

Follow the procedure described on the Morgan Stanley website o accept your RSU Award within 90 days. Failure to accept the ferms
and conditions of your RSU Award within 20 days may resull in Forfeiture of the RSU Award.

A. Restricted (Vesting) Period. The Restricted Period is the period during which this RSU Award is subject to forfeiture and is eligible
o vest, The RSU Award will vest with respect 10 one-third of this RSUs subject 1o the RSU Award on each of the First, Second. and
Third anniversaries of the Grant Date {each a “Vesting Date™) as shown in the box above. except as otherwise provided in Article 11
below. No vating rights apply to this RSU Award. No fractional shares will be issued upon settlement of the RSU Award; all
calculations are suhject to rounding.

B. Dividend Equivalents. During the period commencing on the Grant Datc and ending on the date immediately prior to the date the
RSU Awards are settled in accordance with paragraph 1(C}, dividend equivalents will be accrued for the holder {(“you™) if and to the
extent dividends arc paid by the Company on Merck Common Stock. Faynient of such dividends wiil be made in cash via local
payroll, without interest or earnings, at or around the time of distribution of the shares of Common Stock in settlement of the
underlying RSUs. If any portion of this RSU Award lapses, is ferfeited or expires, no dividend equivalents will be credited or paid on
such portion. Any payment of dividend equivalents will be reduced to the extent necessary for the Company to satisfy any tax or other
withholding obligations in accordance with paragraph 1V,

C. Distribution (Settlement of RSU Award). Upon vesting of the RSU Award (including as 4 result of the events set forth in Article 11),
you (or your cstate, in the cvent the RSU Award vests pursuant to paragraph I{EY) will be issucd a number of shares of Merck
Common Stock equal to the number of RSUs (unless otherwise provided in paragraph 11(11)) with respect to which the RSU Award has
vested and the dividend equivalents that accrued on that portion; provided, however. that in the event the RSU Awards vests upon a
Change in Control as defined below) pursuant to paragraph II(H) that does not censtitute a “change in control event” within the
meaning of U.S. Treasury Regulations Scction 1.409A-3(1)(5), the RSU Awards will instead be settled on the onginal Vesting Dates
set forth in paragraph [{A). Any amount reguired to be withheld, including amounts required to satisfy Tax-Reclated Items, in
connection with the distribution of the RSU Award (or otherwise arising from your participation m the Plan) will be recovered trom
you as described i paragraph IV,
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D.

409A Compliance. Anything to the contrary notwithstanding, no distribution of RSUs may be made unless in compliance with Section
409A of the Code or any successor thercto, Specifically. distributions made upon or by refercnce to the date of an employment
termination shall not be paid unless such terminetion constitutes a “separation {Tom scrvice (as defined in Section 409A)™ and any such
payment to a “Specified Employee” as defined in Treas. Reg. See. 1.409A-1(i) or any successor thercto, to the extent required by
Section 409A of the Code will instead be made on the first day the seventh month following the separation from scrvice, in the same
form as they would have been made had this restriction not applied: provided further, that dividend equivalents that otherwise would
have accrucd will accrue during the period during which distribution is suspended.

Subject to Recoupment. This RSU Award will be subject to recoupment in the event of certain violations of Company policy in
accordance with the Company’s Policies and Procedures tor Recoupment of Compensation for Compliance Violations and for
Significant Restatement of Financial Results, as set forth in Appendix A {us may be amended from time to time).

TERMINATION OF EMPLOYMENT

If your employment with the Company or, if different, the subsidiary, attibiate or joint venture ("JV™) of the Company by which you are
employed {the “Employer™) is terminated during the Restricted Period described in paragraph IfA), your right to the RSU Award wili be
determined accurdmy o lhe tetms in this Article 11 and lor grantees outside the United States, also in paragraph 12 of Section A (“Nature
of Grant™) of Appendix B, Part L.

A.

General Rule. It your employment is terminated during the Restricted Period for any reason other than those specitied in the
following paragraphs, the unvested portion of this RSU Award (and any accrued dividend cequivalents) will be forfeited on the date
your employment terminates. If vour employment is terminated as described in this paragraph and you are later rehired by the
Company or the Employer, as applicable, this grant nevertheless will expire according to this paragraph notwithstanding such rehire.

Involuntary Termination. If the Company determines that your employment is involuntarily terminated during the Restricted Period
on or after the {irst anniversary of the Grant Date, the RSU Award will vest on the next subsequent Vesling Date following your
employment termination with respect to a pro rata portion of your unvested RSU Award and dividend equivaleats that have accrued
through the corresponding Vesting Date equal 10 (1) the total number of RSUs subject to the RSU Award (whether or not vested),
multiplied by (ii} a fraction, numerator of which is equal to the number of completed monthily periods during the period commencing
on the Grant Date and ending the date employment terminases, and the denominator of which is 36. (iii) reduced by the number of
RSUs that have vested pursuant to paragraph A. The remaining portion, it any. of the RSU Award and any accrued dividends will be
forfeited on the dawc your cmployment terminates. An “involuntary termination™ includes termination of your employment by the
Company or the Employer, as applicable, as the result of a restructuring or job elimination, but excludes non-performance of your
duties and the reasons listed under paragraphs C through H of this section. If your employment is terminated as deseribed in this
paragraph and you are later rehired by the Company or the Fmployer, as applicable, this RSU Award nevertheless will be forfeited
according to this paragraph notwithstanding such rehire.

Sale. Il your employment is terminated during the Restricted Period and the Company determines that such termination resulted from
the sale of your subsidiary, affiliate, division or JV., the RSU Award will continue 10 vest on the following original Vesting Date(s) sct
forth in paragraph I(A) with respect to the following unvested portion of your RSU Award and dividend equivalents that have accrued
through the corresponding Vesting Dates: if employment terminates on or atter the Grant Date but before the first anniversary thercof,
then one-third of your RSU! Award will vest an the first Vesting Date; il employnient terminates on or afler the first anniversary of the
Grant Date, the portion of your RSU Award that was eligible to vest on the second and third Vesting Dates, respectively. will vest on
the corresponding Vesting Dates. The remaining portion, if any. of the RSU Award that does not vest pursuant to the foregoing
sentence will be forfeited on the date your employment lerminates. Notwithstanding the foregoing, the Committee may determine, for
purposes of this RSU Award, whether employment with an entity that is established from the Company’s spin off, split oft, split up or
distribution of equity securities in conncction with that entity constitutes a termination of employment, and may muke adjustments, if
any, as it deems appropriate, and to the exlent not inconsistent with the Plan, at the time of the distribution of such equity securitics, in
the kind and/or number of shares subject to this RSU Award. If your employment is terminated as described in this paragraph and you
arc later rehired by the Company or the Employer, as applicable, this RSU Award nevertheless will be forleited according to this
paragraph notwithstanding such rehire.



IIIL.

.

Retirement. It your employment terminates by retirement during the Restricted Period, the RSU Award will vest on the next
subsequent Vesting Date Jollowing your termination with respect to a pro rata portien of your unvested RSU Award und dividend
equivalents thal have accrued throuph the corresponding Vesting Date equal to (i) the total number of RSUs subject to this RSU
Award {whether or not vested), multiplied by (ii) a fraction, the numerator of which 15 equal to the number of completed monthly
periods duning the period cemmencing on the Grant Daic and ending on the date employment termunates. and the denominator of
which is 36. (iii) reduced by the number of RSUs that have vested pursuant io paragraph A. The remaining portion of the RSU Award
and any acerued dividends will be forleited on the date your cmployment terminates. For grantees who are employed in the U8,
“retirement” means a lermination of employment after aftaining the carliest of (a) age 55 with at least 10 years of service (b} such age
and service that provides eligibility tor subsidized retiree medical coverage or (¢) age 65 without regard to years of service. For other
grantecs, “Tetirement” is determined by the Company. It your employment is terminated as described in this paragraph and you are
later rehired by the Company or the Employer, as applicable, this grant nevertheless will expire according to this paragraph
notwithstanding such rehire.

Death. [f your employment terminates due to your death during the Restricted Period but prior to an employment termination
contemplated under paragraphs B, C, D, G or H, the RSU Award will immediately vest witl iespect to any portion of this RSU Award
that has not vested as of your death and dividend cquivalents that have accrued though such date. If youn die during the Restricted
Period, but after your emplayment terminates for the reasons listed under paragraphs B, C. D, G or H of this scetion, the RSU Award
will immediately vest with respect to the rematning, non-forfeited portion of this RSU Award and dividend cquivalents that have
accrued through the date of death.

Misconduct. [ your cmployment is terminated as a result of your deliberate, wiliful or gross misconduct. this RSU Award and
accrued dividend equivalents will be forfeited immediately upon your receipt of notice of such termination.

Disability. If your employment is terminated during the Restricted Period and the Company determines that such termination resulted
from (nability to perform the material duties of your role by reason of a physical or mental infirmity that is expected 1o last for at least
six months or to result in your death. whether or not you are eligible for disability benefits from any applicable disability program,
then the RSU Award will continue to vest on the original Vesting Dates set forth in paragraph 1(A) with respect to the unvested portion
of RSU Award and dividend cquivalents that have accrued through the corresponding Vesting Date. 1 your employment 1s terminated
as described in this paragraph and you are later rehired by the Company or the Employer, as applicable. this RSU Award nevertheless
will expire according to this paragraph notwithstanding such rehire.

Change in Control. If this RSU Award is assumed, converted or otherwise remains outstanding in connection with a Change in
Control and your employment is termyinated during the Restricted Peried without Cause belore the second anmversary of the closing of
the Change in Control, then the RSU Award will continue to vesl on the original Vesting Pates set forth in paragraph 1(A) with respeci
to the unvested portion of the RSU Award and dividend equivalents that have accrued through the corresponding Vesting Date. [f this
RSLU Award does not remain outstanding foilowing the Change in Control and s not converted into a successor RS, then the RSU
Award will immediately vest with respect to the portion of the RSU Award that is unvested as of the Change in Control and dividend
equivalents that have accrued though such date and, at the election of the Company, yvou will be entitled to receive cash for such
portion of this RSU Award in an amount equal to the fair market value of the consideration paid to Merck stockholders for a share of
Merck Common Stock it the Change in Control. On the sccond anniversary of the closing of the Chunge tn Control, this paragraph
shall expire. “Cause” and “Change in Control” are defined in the Merck & Co., Inc. Change in Control Separation Benefits Plan
(excluding an MSD Change in Contrel).

Transfer of Employment, Transfer of employment between the Company. a subsidiary, affiliate, JV. JV partner or affiliate ol the
Company who provides services to the JV with such partner or affiliate or other entity in which the Company has determined that it
has a significant business or ownership interest {together, the “Company Group™) is not considered termination of employment for
purposes of this RSU Award. Such emplovment must be approved by the Company and contiguous with cmployment by the entily in
the Company Group you were employed by inunediately prior to the relevant transfer. The terms set out 1n paragraphs A through H
above shall continuc 10 apply to this RSU Award following a transfer of employment accordance with this section.

TRANSFERABILITY
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Prior to distribution pursuant to Article 1{C). the RSU Award and any intcrest therein shall not be sold. assigned, transferred. pledged or
otherwise disposed of, alienated or encumbered. either volumtarily or involuntarily. other than by will or the laws of descent and
distribution in connection with your death.

TAX WITHHOLDING

Regardless of any action the Company andfor the Emplover take with respect to any or all income tax. social insurance, payrell tax,
payment on account or other lax-related items arsing out of your participation in the Plan and legally applicable or deemed applicabie to
you {*lTax-Related Items™). you acknowledge that the ultimate liability for all Tax-Related lNems is and remains your responsibility and
may exceed the amount actually withheld by the Company and/or the Employer. ifany. You further acknowledge that the Company and/or
the Employer (1} make no representations or undertakings regarding the treatment of any Tax-Related Items in connection with any aspect
of the RSU Award or underlying shares of Commeon Stock. including, but not limited to, the grant, vesting or settlement of the RSU. the
subsequent sale of shares of Conumon Stock acquired upon the lapsing of the Resiricted Period and the receipt of any dividends and/or
dividend equivalents; and (ii) do not commitl and arc under no ohligation to structure the lerms of the grant or any aspect of the RSU
Award to reduce or eliminatc your liability for Tax-Related ltems or achieve any particular tax result. FFurthermore, if you have become
subject Lo fax in morc than one jurisdiction, you acknowledge that the Company and/or the Employer (or former employer, as applicable)
may be required to withhold i account for Tax-Related ltems in more than ene jurisdiction.

Prior to the relevant taxable or tax withholding cvent, as applicable. you shall pay or make arrangements satisfactory to the Company
andfor the kmployer (o satisfy any applicable withholding obligations or rights with regard to all ax-Related ltems. In this regard, you
aulhorizc the Company and‘or the Employer. or their respective agents, at their discretion. to satisfy the Tax-Related Ilems by one or a
combination of the fullowing: (i) withholding from your wages or other cash compensation paid to you by the Company, the Employer
and/or any subsidiary, affiliate or JV of the Company; or (i} withholding [rom proceeds of the sale of sharcs of Common Stock acquired at
lapsing of the Restricted Period cither through a voluntary sale or through a mandatory sale arranged by the Company (on your behalf
pursuant 1o this authorization); or (iii) withholding in shares of Common Stock to be issucd upon lapsing of the Restricted Period:
provided. however. that if you are a Section 16 officer of the Company under the Exchange Act. then the Company will satisfy the Tax-
Related Items (other than U.S. Federal Insurance Coniribution Act taxes or other Tax-Related Items which become payable in a year prior
to the year in which shares of Common Stuck are issued upen settlement of the RSUs by withholding in shares of Common Stock pursuani
to (iit) above. unless the use of such withholding method is problematic under applicable tax or securitics law or has materially adverse
accounting consequences, in which case, the obligation for Tax-Related llems may be satistied by a one or a combination of (i) or (i1)
above.

The Company may withhold or account for Tax-Related ltems by considering applicable minimum statutory withholding amounts or other
applicable withholding rates, including maximum applicable rates in your jurisdiction(s). In the event of over-withholding. you may
receive a refund of any over-withheld amount in cash (with no entitlement to the equivalent in Common Stock}, or if not refunded, you
may seek a relund from the local tax authorities, In the event of under-withholding, you may be required to pay additional Tax-Related
Items directly to the applicable tax authority or to the Company and/or the Employer. It the obligation for Tax-Related ltems is satisfied by
withhelding 1 shares of Common Stock. for tax purposes. you will be deemed to have been issucd the full number of shares of Common
Stock subject 1o the vested RSUs, notwithstanding that a number of the shares is held back solely for the purpose of paying the Tax-
Related Items due as a result of any aspect of your paticipation in the Plan.

You shall pay to the Company or the Employer any antount of Tax-Related Ttems that the Company or the Employer may be required to
withhold or account for as a resull of your participation in the Plan that cannot be satisfied by the means previously described in this
scetton. The Company may refuse to issue or deliver the shares of Commeon Stock er the proceeds of the sale of shares if you fail to
comply with your obligations in connection with the Tax-Related Items.

DATA PRIVACY

The Company is located at 2000 Galloping ITill Road, Building K-1 Kenilworth, New Jersey, U.S.A. 07033 and grants emiployees of the
Company and any subsidiary, affiliate or JV of the Company, the opportunity to participate in the Plan. at the Company's sole discretion, 1f
vou woulid like (o participate in the Plan, you understand that you should review the lollowing information about the Company’s data
processing practices and declare your consent.
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Data Coflection gpd Usage. The Company collects, processes and uses your personel data, including, name, home address, email
address and telephone number. date of birth. social insurance number or otler identification nunmiber, salary, citizenship, job title, any
shares of Commeon Stock or directorships held in the Company, and details of all awards, canceled. vested. or outstanding in your
favor, which the Company reccives from you or your Employer. It the Company offers you the opportunity to participate in the Plan,
then the Company wili collect your personal data for purposes of allocating Common Stock and implementing. administering and
managing the Plan. The Company’s legal basis for the processing of your persenal data would be your consent.

Stock Plan Administration Service Providers. The Company transters participant data to Morgan Stanley, an independent service
provider hased in the United States, which assists the Company with the implementation, administration and management of the Plan.
In the future, the Company may select a ditferent service provider and share your data with another company that serves in a similar
manner. The Company's service provider will open an account for you. Yon will be asked to agree on separate terms and data
processing practices with the service provider, which is a condition to your ahility to participate in the Plan.

International Data Transfers. ‘The Company and its service providers are based m the United States. II you arc outside of the United
States, you should note that vour country has enacted data privacy laws that are diflferent trom the United States. The Company’s legal
basis for the transfer of your personal data is your consent,

Voluntariness and Censequences ot Consent Denial or Withdrawal. Your participation in the Plan and your grant ol consent is purely
voluntary. You may deny or withdraw vour consent at any time. It vou do not consent. or if you withdraw your consent, you cannot
participate in the Plan. This would net affect vour salary as an employee; you would merely forfeit the opportunities associated with
the Plan.

Data Subject Rights. You have a number of rights under data privacy laws in your country. Depending on where you are based. your
rights may melude the right 1o {i) request access or copies of personal data the Company precesses. (i) rectification of incorrect data,
(i11) deletion of data. (iv) restrictions on precessing. (v) portability of data, (vi) 1o lodge complaints with competent autherities in your
country, and/or (vii) a list with the names and addresses of any polential recipients ol the your personal duta. To receive clarification
regarding your rights or 10 exercise your rights please contact the Company at Attn: Global Privacy Office. 35] N. Sumneytown Pike,
North Wales. Pennsylvania, U.S.A. 19454,

The collection. use and transler of vour personal data for the purpose of implementing, administering and managing your partiipation
in the Plan is conducted in accordance with the Company’s Global Privacy and Data Protection Policy. You also understand that the
Company may, in the future, request you to provide another data privacy consent. 11 applicable and upon request of the Company, you
agree to provide an executed acknowledgement or data privacy consent form to the Company or the Employer (or any other
acknowledgements, agreements or consents) that the Company andior the Employer may decm necessary 1o obtain under the data
privacy laws in your country. either now or in the future. You understand that you will not be able to participate in the Plan if you fail
to execute any such acknowledgement, agreement or consent requested by the Company and/or the Employer.

If you agree with the data processing practices described in this Articke, you will declare your consent by clicking 1o "Accept” these Terms
on the Morgan Stanley website,

GOVERNING LAW

This document may be amended only by another written agreement between the parties. This document will be interpreted and enforced
under the laws of the State of New Jersey. United States (without regard to its choice-of-law provisions). For purpeses of litigating any
dispute that arises directly or indirectly from the relationship of the parties evidenced by this grant or this document, the parties hereby
submilt 1o and consent to the exclusive jurisdiction of the State of New Jersey and agree that such litigation shall be conducted only in the
courts of Unjon Connty, New Jersey. or the federal courts for the United States for the District of New Jersey, and no other courts. where
this grant is made and/or 1o be performed.

SEVERABILITY

The provisions of this document are severable and if any onc or more provisions are determined 1o be illegal or otherwise unenforceable,
in whole or in pan, the remaining provisions shall nevertheless be binding and cnferceable.
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WAIVER

You acknowledge that a waiver by the Company of breach of any provision of these [erms shall not operate or be construed as a waiver of
any other provision of these Terms or of any subscquent breach by you or any other grantec.

ELECTRONIC ACCEPTANCE

The Company may. in its sole discretivn. decide to deliver any documents related to the RSU or future RSUs that may be granted under
the Plan by electronic means or request your consent to participate in the Plan by electronic mesns, You hereby consent 10 receive such
documents by electronic delivery and agree to participate in the Plan through an online or electronic system established and maintained by
the Company or a third party designated by the Company.

COUNTY-SPECIFIC APPENDIX

The RSU Award shall be subject to any additional provisions set forth in Appendix B for your country, if any. It you relocate to one of the
countries included in Appendix B during the life of the RSU Award, the additional provisions for such country shalt apply to you, to the
extent the Company determines that the application of such provisions ts necessary or advisable 1n order to comply with local law or
facilitate the administration of the Plan.

ADMINISTRATION

The Committee is responsible for construing and interpreting this grant. including the right to construe disputed or doubtful Plan
provisions, and may establish, amend and construe such rules and regulations as it may deem necessary or desirable [or the proper
administration of this RSU Award. Any decision or action taken or to be taken by the Commirttee, arising out of or in connection with the
construction, administration, interpretation and effect of this RSU Award shall, to the maximum extent permitted by applicable law. be
within its absolute discrction (except as otherwise specifically provided herein) and shall be final. binding and conclusive upon the
Company, all Eligible Employees and any person claiming under or through any Eligible Employee. All delerminations by the Committee
including, without limitation. determinations of the Eligible Employees, the form, amount and timing of Incentives, the terms and
provisions of Incemtives and the writings evidencing [ncemtives, need not be uniform and may be made selectively among eligible
employees who receive, or are eligible to receive. Incentives hereunder, whether or not such Eligible Emplovees are similarly situated.

This RSU Award is subject 1o the provisiens of the 2019 Incentive Stock Plan. For further information regarding your RSU Award, you
may access the Merck Global Long-Term Incentives homepage via Sync > HR > Money > Long-Term Incentive Program



APPENDIX A
Policies and Procedures for Recoupment of
Compensation for Compliance Viclations and for
Significant Restatement of Financial Results
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Policy

it is the policy of the Compensation and Management Development Committee of
the Board of Directars (the "Committee™) that the Committee will exercise its
discretion to determine whether to seek Recoupment of any bonus andfor other
incentive compensation pad or awarded to an Affected Employee, where it
determines, in consultation with the Audit Commitee, that: a} the Affected
Employes engaged in misconduct, or failed to reasonably supervise an employee
who engaged in misconduct, that resulted in a Material Violation relating o the
research, development, manufacluring, sales. or marketing of Company products or
the overall goodwill or reputation of the Company, and b} the Committeg concludes
thal the Material Viclation caused Significant Harm to the Company, as those terms
are defined in this policy. The Committee's exercise of its discretion may take inte
account any considerations determined by the Committee to be relevant.

In addition, awards under the Executive Incentive Plan (“EIP") and Performance
Share Units ("PSU"} under the Merck & Co., Inc. 2018 Stock Incentive Plan, ¢r any
successor thereto, are alse subject to the Company’s right to reclaim their benefits
in the event a significant restatement of financial results for any performance period,
pursuant to the process described below.

oaie ms

sianm o sEEe . EmERm ib SOLmSs B

Defmmons

. "Recoupmeant” is defined to include any and all of the followmg actiens to the

extent permitted by law: (a) reducing the amount of a current or future bonus or
olher cash or non-cash incentive compensation award, (b} requiring
reimbursement of a bonus or other cash-based incentive compensation award
paid with respect to the most recently completed performance pericd, (c)
cancelling all or a pertion of a future-vesting equity award, (@) cancalling all or a
portion of an equity award that vested within the previous twelve-month period,
{e) requiring return of shares paid upon vesting and/er rembursement of any
proceeds received from the sale of an equity award, in each case that vested
within the previous twelve-month peried, and (f) any othar method of reducing
the total compensation paid ta an employee for any prior twelve-month period or
any current or future period.

A “Maternial Violatton™ 1s defined as {1} a matenal violation of a written Company
policy relating to the research. development. manufacturing. sales. or marketing
of Company products or {I1) conduct detrimental to the Cempany, including the
Company's overall geodwill or reputation.

. An *Affected Employee” is an empioyee in Band 800 or higher wiho (i} engaged

in misconduct that results in a Material Violation: or (ii) failed in his or her
supervisory responshilities to reasonably manage or monitor the conduct of an
employee who engaged in misconduct that results in a Material Violation.

. "Executive” means current and former executive officers for the purposes of the

Securilies Exchange Act of 1934, as amended.

“Fault” means fraud or willfl misconduct. "Willful misconduct' is generally
viewed as dereliction of a duty or unlawful or impreper behavior committed
voluntanly and intentionally. somathing more than negligence. If the Audit
Committee determines that Fault may have been a factor causing the financial
restatement, the Audit Committee will appoint an independent investigator whose
determiation shall be final and binding.

“Significant Harm’ means a significant negalive impacl on the Company's
financial operating results or reputation.

Procedures
Far Compliance Violations
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. The Commillee acting

in consultation with the Audit Cemmittee, shall

administer this policy and have

2. fudl discretion to interpret and to make any and all determinations under this

policy, subject ta the approval of the full Board of Directors In the case of a
determination to seek or waive Recoupment from the

. Chisf Executive Officar.

The General Counsel, in consullation with the Chief Ethics and Compliance
Cfficer and the Executive Vice President, Human Resources, is responsible for
determining whether to refer a matter to the Committee for review under this
policy and for assishng the Committee with s seview, The Commiltee may
censult with other Board Commitlees and any external or internal advisors as it
deems appropriate.

If the Committee, acting in censultation with the Audit Committee, determines
that there is a basis fer seeking

o
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Recoupment under this policy, the Committee shall exercise its discretion to
determine for each Affected Employee, on an individual basis, whether. and 1o
what extent and in which manner. to seek Recoupment.

. In exercising s discretion, the Committee may take into consideration. as it

deems appropriate, all of the facts and circurnstances of the particular matter
and the generat interests of the Company.

For EIP Awards and P5Us Upon Significant Restatement of Financial
Results

EIP Awards and P3Us for Exectdives are subject to the Company’s right io
reclaim their benefits in the event of a significant restatement of financial results
for any Award Period, pursuant to the process described helow.

1. The Audit Committee will review the issues and circumstances that resulted
In a restatement of financial results to determine if the restatement was
significant and make an initial determination of the cause of the restatement—
that is whether the restatement was caused, in whole or in part, by Executive
Fault (as defined above); and

2. In the case of PSUs, the Committee will (a) recalculate the Company's
results for any Award Period with respect fo PSUs that included an Awarg
Period which occurred during the restalement period, and () ifil is delermined
that such restatement was caused in whele or in part by the Executive's Fault,
the Commitiee will seek rembursement fram each Executive of that pertion of
lhe payout of the PSU Lhat the Executive received within 18 months of ihe
restatement based on the erroneous financial results.



3. In the case of EIP Awards, the Committee will (a) review the EIP award
received by each Executive with respect to the restatement period and
determine whether all or a portion of such Award was determined based on the
achievernent of erroneous financial results; and (b) if it 1s determined that such
restatement was caused in whole or in part by the Executive's Fauit, the
Committee will seek reimbursement from the Executive of that porion of any
EIF Award that the Executive received within 18 months of the restatement
hased on the erroneous financial results.

4. The clawback for EIP Awards and PSUs does nol apply to restalemenis
that the Audit Committee determines (1) are required or permitted under
generally accepted accounting principles ["GAAP") in connection with the
adopticn ar implementation of a méw accounting standard or (2] are caused due
to the Company’s decision to change its accounting practice as permitted under
GAAP.

Delegation to Management for Certain Recoupment Decisions

GCnly in the case of Compliance Violations. the Committee hereby delegates to
the Chief Executive Officer (who may further delegale as deemed appropriate)
the authority to administer this policy and to make any and all decisions under it
regarding  Afferted Employees who are not Exocutives of the Company.
Managerment shall report to the Committee on any affirmative decisions to seek
Recoupment pursuant to this delegation.

Disclosure of Recoupment Decisions

The Company will comply with all applicable securities laws and regulations,
including Securities and Exchange Commission disclosure  requirgments
regarding  executive compensation and any applicable New York Stock
Exchange listing standard or requirements. The Company may also. but is not
obligated to, provide additional disclosure beyond that required by law when the
Company deems it to be appropriate and delermines that such disclosure 1s in
the best interest of the Company and its shareholdars,

Miscellaneous

Nothing in this policy shall limit or otherwise affect any of the following. 1)
management’s ability lo lake any disciplinary aclion with respecl to any Affected
Employee; 2) the Committee's ability to use its negative discretion with respect to
any incentive compensation performance target at any time; or 3) the Committee’s
or management’s abiity to reduce the amount (in whole or in part} of a current or
future bonus or other cash or ron-cash incentive compensation award to any
Executive ar gther emplayee for any reason as they may deem appropriate and to
the extent permitted by law. Any right of Recoupment under this policy is in addition
to, and not in lleu of, any other remedies or rights of Recoupment that may be
available to the Company pursuant te the terms of any similar policy in any
employment agreement, equity award agreement, or similar agreement and any
other legal remedies available to the Company.

The Committee shall have sole discretion to make all determinaticns under this
policy. Any dsterminations made by the Commitiss shall be final, binding, and
conclusive on all Executives and affected individuals,

This policy shall be interpreted in a manner that is consistent with any applicable
rules or regulations adopted by the Securities and Exchange Commssion. New
York Stock Exchange and any othar applicable law (the “Applicable Rules™). To the
extent the Applicable Rules require recovery of any bonus andfor other incentive
compensation, including EIP Awards and P3Us in additional circumstances
besides those specified above, nothing in this policy shall be deemed to limit or
restrict the right or obligation of the Company t¢ recover such compensation to the
fullest extent required by the Applicable Rules.

The Company shall not indemnify or agree to indemnify any Executive against the
loss of incantive compensation subject lo this Palicy nor shall the Company pay or
agree lo pay any insurance premium to cover the foss of such incentive
compensation.

The Board or the Committee may amend, modify, or termenate this pelicy in whole
ar in part at any time and from time to time in its sole discretion



EXHIBIT 21
MERCK & CO. INC. SUBSIDIARIES
as of 12/31/2021

The following 15 a Dist of subsidiarnies of the Company. doing business under the name stated.

Name C t Stat
of Incorporation
7728026 Canada Inc. Canada
Abniits Ine. Delaware
Acceleron Holding 1id. Bermuda
Acceleron Pharma Canada [ne. Canada (B()
Acceleron Pharma Germany GmbH Germany
Acceleron Pharma Ine, Delaware
Acceleron Pharma Netherlands BV Netherlands
Avceleron Pharma Switzerland AG Switzerland
Acceleron Securities Corp. Massachusetts
Afferent Pharmaccuticals, Inc. Delaware
Agndent GmbH Germany
Apre Verhen BV, Netherlands
Aleis Pty Lid Australia
Allflex Argentina S A, Argentina
Alltfex Australia Pty. L.td. Australia
Allflex Asrasya Hayvan Kimlik Sistemlen Sanayi Ve Ticaret Limited Sirketi Turkey
Allflex dan-mark ApS Denmark
Allflex Curope S.A.S. France
Allftex Group Germany GmbH Germany
Allflex Holdings 1 Ine. Lyelaware
Allflex Holdings 2 Inc. Delaware




Allflex Holdings 3 Inc.

Diclawanre

Allflex India Private Limited India
Allflex International do Brasi} Ltda. Branl
Allflex Maroe S.AR.L. Moracen

Allflex New Zealund Limited

New Zealund

Allflex Polska Spolka z ograniczona odpowicdzialnoscia Puland
Allflex SCR Vostok Belarus
Allflex Services SARL. France

Allflex UK Grouwp Limited

United Kingdom

Calporta Therapeutics, Inc.

Allflex USA. LLC Delaware
Allg Plastic Mubendislik Sanayi Vo Ticaret Limited Sirketi Turkey
Animal [D Australia Pty Ltd Australia
Antelliy Finance. Inc. Delaware
Antellig Holdings Frunce $.AS France
Amimicrobial Stewardship [LLC Delaware
ArQule, Inc. Delaware
Beijing Allflex Plastic Produets Co. Ltd China
Beijing Protection Science and Techuology Co., Ltd. China
Biomark, LLC Idaho
BR( Ltd. Bermuda
Burgwedel Biotech GmbH Germany
Delaware

Cambridge Resonant Technologies Ltd

United Kingdom

Chevillot S.AS.

Canji. Inc. Delaware

¢Cam Biotherapeutics Ltd. Isravl

Cherokee Phanmaceuticals LLC Delaware
France
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Controladera MS1 Mexicana Sociedad de Responsabilidad Limnitada de Capital Variable Mexico
Cooper Veterinary Products (Proprietary) Limited South Africa
Corporation Aliflex. Inc. Canada
Cosmas BV Netherlands
Cubist Pharmaceuticals LLC Delaware
Destron Fearing Corporation Delawire

Dialstat Trading 91 Pty Ltd T A Allflex SA

South Africa

Digital Angel S.A.

Digital Anpel S AL

Diosynth Helding B V. Netherlands
Diosyath Predutos Fanno-quimicos Lida. Brazil
Drovers [D Pry Ead Australia
DSD Holding A/S Denmark
Elastec S.R.L Argentina
Essex Pharmaccuticals. Inc. Philippines
FEssexfarm, S A, teuador
Farmacox - Companhia Farmaceutica. Lda Portugal
Farmasix-Produtos Farmaceuticos. Lda Portugal
Financiere MST) France
Fontelabor-Produtos Farmaceuticos, Lda. Portugal
Frosst Labaratories, Inc. Delaware
Frosst Portyguesa - Produtos Farmaceuticos. Lda. Portugal
Glyeobs, Inc. Delaware
GT Acquisttion Sub, Inc. Minnesota
Hangzhou MSD Pharmacentical Co., Ltd.! China
Harrisvaceines, Inc. Towa
Hawk and Falcon L..L.C. Delaware
Healtheare Services and Seolutions, LLC Delaware
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Heptafarma Companhia Farmaceutica, Lda

Portugal

Hydrochemie Gmbll Germany
Idenix GGmbH Switzerland
Iduenix SARL. France
1dentiGEN Capada Ltd. Canada

IdentiGEN Crechsro.

Csech Republic

TdentiGEXN Deutschland Ginbl{ Ciermany
[dentiGEN Limited Ircland
[dentiGEN Norih America Ine. Delaware

ldentiGEN Switzeriand AG

Switrerband

lmmune Design B.V.

Netherlands

Immaune Design Corp.

Delaware

Insight Acquisirion Holdings Limited Treland
[nternational [ndemnity Ltd. Bermuda
[ntervet (Ireland) Limited lreland
Intervet (1srael) Lid. Israel
[ntervet (M} Sdn. Bhd. Maluysia
Intervet {Proprictary) Limited South Africa
Interves (Thailand) Lid. Thailand
Interver AB Sweden
Interyet Agencies B.V. Netherlands
[nterver Animal Health Tavwan Limted China
Intervet Argentina S.A. Argenting
Intervet Australia Pty Limited Australia
Intervet Canada Corp. Canada
Intervet Central America S, de R.L. Punama
Intervet Deutschland GmbH CGermany




Intery et Ecuador S.A.

Ecuador

[nters &1 Egypt for Animal Llealth SAE Egvpt
[ntervet GesmbH Austria
Imtervet Hellas ALE. Greece

I[ntervet Holding B.V.

Netherlands

Intervet Holdings France SAS France
Intervet Hupgana Ertékesité Kit Hungary
Inters et Inc. Delaware
[ntervet India Pot Limited India
[ntervet International B.V. Netherlands
Intervel lmtemational {imbH Lgrmany
[ntervet International Sarl France

Intervet LLC

Russian Federation

[ntervet Maroc S.A. Morocen
Interset Mexico S.A. de C.V. Mexico
Intervet Middle Fast Limited Cyprus
Intervet Nederland B.V. Netherlands
Intervet Philippincs. Inc. Philippines
Imtervet Productions S.A. France
Intervet Productions S.r.l. laly
Intervet Romania SRI1. Remama
Intervet SUAL Peru
Intervet SAS France
Intervet Schering-Plough Animal Health Pty. Ltd. Australia

Intervet South Africa (Proprietarv) Limited

South Africa

Intervet Sp. z.0.0.

Poland

Intervet UK Production Limited

United Kingdom




Intervet Venc olang S.A.

Venczuela

Intervet Veterinuria Chile Lida

Chile

Intervet Veteriner [oclari Pazarlama ve Ticaret Led. Sirketi

Turkey

Intervet, s.ro.

Crech Republic

Interveterinaria SA de CV Mexico
10met Pharma Limited United Kingdom ¢
Laborateires Merck Sharp & Dolune-Chibret France
Laboratorios Abelle. S.A. Spain
Laboratorios Chabret, S.A. Spain
Laboraterios Frosst, S.A. Spain
Laboraterios Quimico-Farmaceuticos Chibret. Lda Portugal
Lemitar 8. A Uruguay
Maya Tibbi Grinler Ticaret Limited Sirketi Turikey
MCM Vaccine BV Nethertands
Merch and Company L1.C Delaware
Merck Canada Inc. Canada
Merck Capita] Ventures, 1LC! Delawarc
Merck Frosst Canada & Co. Canada
Merck Frosst Company Canada
Merck CGlobal Health Innovation Fund, L1.C Delaware
Merck Cilobal Health Innovation. Private Equity. 1L.C Delaware
Merch TIDAC Research. | LC Delawarc
Merck Holdings 11 Corp. Delaware
Merck Holdings ITI Corp. Delaware
Merck Holdings 1V Corp. Delaware
Merck Holdings LLC Delaware
Merck International Holdings Corp. Delaware
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Merck | ynura Biosciences Fund L.P.!

Cunada

Merck Registry Hokdings, Inc.

New Jersey

Merek Research Investments LLC

Delawure

Merck Research Laboratories Masszachusetts, 1.1.0C

Delaware

Merek Sharp & Dohme (Argentina) LLC

Delaware

Merck Sharp & Dohune (Asia) Limited

Hong Kong

Merck Sharp & Dohine (Australia) Ply. Limited

Australia

Merck Sharp & Dolnne (Chiie) Lida.

Chile

Merck Sharp & Lyohme (China) Limited

Hong Kong

Merck Sharp & Dohme (linterprises) B.V. Netherlands
Merek Sharp & Dohme (kurape) Inc. Delaware
Merck Sharp & Dohme (Toldings) Pry Ltd Ausiralia
Merck Sharp & Dohme (LAY LLC Delaware
Merck Sharp & Dohme (International) Limited Bermuda
Merch Sharp & Dohme (Lsracl - 1996) Company Litd. [sTac]
Merck Sharp & Dohme (Malaysia) SDN. BHD. Malaysa

Merck Sharp & Dehme (New Zealand) Limited

New Zealand

Merck Sharp & Dokime (Sweden) ALB.

Sweden

Merck Sharp & Dohme (Switzerland) GmbH

Switzerland

Merck Sharp & Dohme (LK) Linited

United Kingdom

Merch Sharp & Dohme Animal Health, S.1.. Spain
Merck Sharp & Dohme Asia Pacitic Services Pte. Lid. Singapore
Merch Sharp & Dohme B.V. Netherlands
Merck Sharp & Dohme BH d.o.o. Bosnia
Merck Sharp & Dohme Bulgaria EOOD Bulgaria
Merck Sharp & Dohme Colombia S.A.S. Colombia
Merek Sharp & Dohme Cemereializadera, 8. de R.L. de OV, Mexico




Merck Sharp & Dohme Cop.

New Jersey

Merck Sharp & Dohme Cyprus Limited Cyprus
Merck Sharp & Dohme d.o.o. {'roatia
Merch Sharp & 1xohme d.o o, Buelgrade Serbia
Merck Sharp & Dohme de Espana SAU Spain
Merck Sharp & Dohme Farmacewlica Ltda. DBracil

Merck Sharp & Dohme Finance Eurepe Limited

United Kingdom

Merek Sharp & Dohme Gesellschaft m b H. Austria
Merck Sharp & Dohme Holdings Corp. Detaware
Merck Sharp & Dohme IDEA GmbH Switzerland
Merck Sharp & Dohme inovativna zdravila d.o o. Slovenia
Merck Sharp & Dohme International Services BV, Netherlands
Merck Sharp & Dehme Ireland (IEuman [ealth) Lid Ireland
Merck Sharp & Dohme Latvija Latvia
Bolivia

Merck Sharp & Dohime Limitada

Merck Sharp & Dohme LLC

New Jersey

Merck Sharp & Dohme Manufacturing Unlimited Company [reland
Merck Sharp & Dohme OU Estonia
Merck Sharp & Dohme Pero SRL Pern

Merck Sharp & Dohme Pharmaceatical Industinal and Commercial Seciete Anonyme Greeee

Merck Sharp & Dohme Rescarch GmbH

Switzertand

Merch Sharp & Dohme Romania SRL

Romania

Merck Sharp & Dohme S AL

Murocco

Merck Sharp & Dohine s.r.o.

Czech Republic

Merek Sharp & Dohine Salud Animal Colombia S.AS. Colombia
Merck Sharp & Dohme Saude Animal Ltda. Brazil
Merck Sharp & Dohme Singapore Trading Pte. Lid. Singapore




Morek Sharp & Dohie Tunisic SARL

Tunisia

Merck Sharp & Dohme, Lunitada

Portugal

Merck Sharp & [ohme, §.de R.1. de V.

Mexica

Merck Sharp & Dohme, sro.

Slovakia

Merck sharp Dohme Hacluri Limited Sirketi Turkey
Merck Tekmbha LLC Delaware
Merko Avquisition S AL Belgium
Merko Dulton B.V. Netherlands
Merko NV, Belgivim
ML Hotdings (Camadal fnc. Canada
MRL San Francisco, LLC Delaware
MRIL Ventures Fund LLC Delaware
MsSD({lAas BV, Netherlands
MSD (L-SP) Untersmitzungskasse GmblII Germany
MSD (Ningbo) Animal Health Technology Co., Ltd. China

M3D (Nippon Holdingsy B.V. Netherlands
MSD (Norge) AS Norway

MSD (Proprietary) Limited

South Africa

MSD (Shanghai) Pharmacenticals Consultancy Co., Lid. China
MSD ( Thailand) L. Thailand
M8 Agencies B.V. Netherlands

MSD All Limited

Urnited Kingdom

MSD Animal Health (Phils.). Inc Philippines
MSD Amimal 1lealth (Shanghai) Trading Co., Ltd. China
MSD Animal Health A/S Denmark
MSD Animal Health B.v_ Belgium
MSD Animal Health Danube Biotech GmbH Austria




MSD Anjngal Healtl F2-LLC

United Arab Emirates

MSD Animal Health GmbH Switzerland
MSD Animal Health Holdings BV Netherlands
MSD Animal Health Innovation AS Norway
MSIY Animal Health Innovation Gmb} Germany
MSD Animal Health Innevation Pte. Litd. Singapore
MSD Animal Health Innovation SAS France
MSI Animal Health K.K. Japim

MSD Animal Health Korea Ltd. Korca
MSD Animal Health Norge AS Norway
MSD Animal Health Oy Finland

M3SD Animal Health Pension Trusiee Limited

United Kingdom

MSIY Animal Health S5l

[taly

MSD Animal Ilealth UK Ltd.

United Kingdom

MSD Animal Health Vietnam Co. Limited

Viet ham

MSD Animal Health. [da. Portuyal
MST) Argentina Holdings B.V. Netherlands
MSD Arpentina SRL Argentina
MSD Asia Holdings Pre. Lid. Singapore
MSD Belgium BV - SRL Belgium
MSD Bigtech B.V. Netherlands
MS} Brazii Investments B.V. Netherlands
MSD Central America Services S. de R.L. Panarna
MSD China (Investments) B.V. Netherlands
MSD China B V. Netherlands
MSD China Helding Co.. Ltd. China
Ircland

MBI} Cubist Holdings Unlimited Company
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MED Ceoeh Republic s.0.0.

Czech Republic

MSD Danmark ApS Denmark
MSD Egypt | 1.C Egypt
MSD EIC Gnlimited Company Ireland
MSD barofinance Bermuda

MSD Farmaceutiva C.A.

Venezuela

MSDTI1 BV Netherlands
MSD Finance BV, Netherlands
MSD Finance Company Bermuda
MSD Finance Holdings Unlimited Company Ireland
MSD Finland Oy Finland
MSD France France
MSD Global Holdings B.V. Netherlands
MSD Global Research Gmbll Switzerland
MSD 1H Vietnam Ltd Vietnam
MSD Holdings (Ireland) Unlimited Company ITreland
MSD Holdings 2 G.K. Japan

MSD Holdings (:.X. Japan

MSD Human Health Holding B.V. Netherlands
MSD Human Health Holding 1L B.V. Netherlands
MSD IDFA Algerie SPA Algeria
MSD IDEA Pharmaceuticals Nigeria Limited Nigeria
MSD IDFA I'unisic SARL Tunisia
MSD Idenix EHoldings Unlimited Company Ircland
MSD Innovation & Development Gmbl1 Switzerland
MSE International B.V. Netherlands
MSE International Business Guibll Switzerland




MSD International Finance By,

Netherlands

MBS} International Finance Li¢

Delaware

MSD International GmbH

Switzerland

MS3D Internatonal Investment Holdings Unlimited Company Ireland
MSD International Manufacturing Gmbl1 Switxerland
MSD Investment Holdings (Ireland) Unlimited Company Ireland
MSD Investinents (1Toidings) Gmbll Switzerland
MSD ltalia s.r.l. Italy

MSD Japan Holdings B.V. Netherlands
MSD lapan Holdings GK Japan
MSDKK. Japan

MSB Korea Co.. L. Korca

MSD Laberateries India L1.C

Delaware

MSD Latin America Services 8. de R.L. Panama
MED Latin America Services §. de R.L. de O V. Mexico

MSD Limited

United Kingdem

MSD Luxcmbourg S.a.r.l.

Luxcmbourg

MSD Merck Sharp & Dohme AG

Switzerland

MSD NL 4 B.V. Netherlands
MSD Overseas Manufacturing Co ¢Ireland) Unhunited Company Ireland
MSD Panara Iiternational Scrviees §. de R.L. Panama
MSID Participations B.V. Netherlands
VISD Pharma {Singapore) Pte. Lid. Singapore
MSI Pharma GmbH (ermany
MSD Pharma ITungary Korlatolt Felelossepn larsasag Hungary
MSD Pharnaceuticals Holdings Unlimited Company [reland
MSD Pharmaceuticals [nvestments 1 Unlimited Company Ireland




MELY} Pliannuceutivals Investments 3 Unhmited Company

Ireland

MSD Pharmaceuticals Ireland Unlimited Company

Ireland

MSD Pharmaceuticals LLLC

Russian Federation

MSD Pharmaceuticals Private Linted [nndlia

MSD Polska Dystrybucia Sp. z.o.o. Poland

MSD Polska $p.z.0.0. Poland

MSD R&D (China) Co . Ltd. China

MSD R&D Innovation Centre Limited United Kingdom — #
MSD RDC Costa Rica Socicdad de Responsabilidad Limitada Cost Rica

MSD Regional Business Support Center GmbH Germany

MSD Registry Holdings, Ine.

New lersey

MSIY Shared Business Services EMEA Limited Treland
MSD Sharp & Dohme Gesellschaft mit beschrinkter Haftung Germary
MSD Switzerland Investments { Uniimited Company Irefand
MSID Switzerland Investments 4 Unlimited Company Ireland
MSD Swijtzerland Investments 5 Unlimited Company Ireland
MSD Ukramne [imited Liability Company Ukraine
MSD Unterstutzungshasse GmbH Germany

M3 Vaccines Limited

United Kingdom

MSD Vaccins

France

MSD Vaceing Holdings

France

MSD Venezugla Holding GmbH

Switzerland

MSD} Ventures (lreland) Unlimited Company [reland
MSD Verwaltungs GmbH Gennany
MSD Vietnam Company Limited Vietnam
MSD Vietpum Holdings B.V. Netherlands
MBI Vostok B.V. Netherlands




MSING Holdings Lnlnuted L ompany

Ireland

MSDRG 1loldings Unlimited Company Switzerland
MSDRGLLC Delaware
MSP Singapore Company, LLC Delaware
MSP Vaeeine Company! Pennsyivania
Multilan AG Switzerland
Nihon MSD G.K. Japan
Nourifarma - Produtos Quinucos ¢ Farmaceuticos. Sociedade Uniperssoal, Lda Portuyal
OPIVISRL. Italy

(OBS Holdings B.V. Netherlands
Oncoethix GmbH Switzerland
Oncolmmune, Inc. Delaware
Optimer Pharmaceuticals LLC Delaware
Organon Argenting SRL Argentina
Organon Argentina Holdings BV Nutherlands
QOrganon China B.V. Netherlands
Organon Tgvpt Lid Egvpt
Organon Latin America S.A. Urugnay

Organon Limited Liability Company

Russian Federalion

Organon Middle East S AL Lebanon
Os ID AS Norway
OS 117 Hellas MK R Grecee
P.T. Merck Sharp & Dohme Indonesia Indonesia
Pandion Therapeutics, [nc. Delaware
Pandion Operations, Inc, Delaware
Parlanca Limited [rekand
Peloton Therapeutics, Ine. Delaware

14




Palnet 1D Spolka z ograniczona edpowicdciulioscia

Poland

PrognostuX-Poultry Limited

Umited Kingdom

Prondil Secicdad AndRima Uruguay

PT intervet Indonesia Indonesia
PT Organon Indonesia Indonesia
PT Merck Sharp Dohme Pharma Thic! Indonesia

TPutexin nvestments Linited

New Zealund

Rigontee GmbH Gemuany
Rigontee, Inc, Delaware
Rosetta Inphlarmiatics 1L1C Detaware
5.C. Allflex Remania S R.L. Romanta
§.C.R. {Engincers) Limited lsrael
Schering-Plough, S.AS, France
Schering-Plough (India) Private Limited India
Schering-Plough ([reland) tinlimited Company Ireland

Schering-Plough Animal Ilealth Limited

New Zealund

Schering-Plough Canada Inc. Canada
Schering-Plough Corporation Philippines
Schering-Plough Comporation, U.S.A. Delaware
Schering-Plough del Pern S.A. Peru

Schering-Plough Holdings Limited

Umted Kingdom

Schering-Plough 5.A. Erance
Schering-Plough S.A. Panama
Schering-Plough S .A. Paraguay
Schering-Plough S AL Spain
Schering-Plough S.A. Jruguay
Schering-Plough Sante Anjmale France

15




SCR Allflex Management, Ltd {sracl

SCR Dairy, Inc. Delaware
SCR Europe S R, ltaly

S5CR Manitoring Mexivo, 3. de R de C.V. Mexico
Sentipharm AG Switserland

Servivios Veternarios Servet, Sociedad Andnima

Costa Rica

Shanghai MS1) Phanmaceutical Trading Co., Ltd. China
Sistemas de ldentilicacav Aninal Lida Brazil
SmartCells. Inc. Delaware
SOL Limited Bermuda
Stallmastaren AB Sweden

SureFlap (N7 Limited

New Zealand

SureFlap Limited

Lnited Kingdom

SureFlap LLC Florida
Tag 1D Invesoments, Inc. Delaware
Themis BioScience GmbIT Ausiria
Theriak B.V. Netherlands
Tilos Therapeutics, Inc. Delaware
Trins Therapeutics LLC Delaware
UAB Merck Sharp & Dohme Lithuania
Vaki Aquaculture Systems ¢hf. [eeland

Vahkit Scotlapd 1.td

United Kingdom

Vallée S.AD Braril
VelosBie Inc. Delaware
VelosBie Canada Inc. Canada
Vence Farmaceutica S A. Venesuela
Vence Holding GmbH Switzerland

10




Vel Phata Frivsovihe GmbH Germany
Veterinana Premium, Soctedad Anonima Guatemala
Vetlinvemnt, LLC Delaware
Vetrex B.V. Ntherlands
Vetrex Egypt LL.C. Egypt
Vilsan Vetermer laclari Ticaret ve Sanayi Anonim Sirketi Turkey
Viralyties Limited Auxtralia
Vocaltag Linted Istucl

Vree Health [alia Sl Italy
Werthenstein Biophara Gmbh Switzerland
Zodpharm B.V. Netherlands

"own less than 100%



Exhibit 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consen! lo the incorporation by reference in the Registration Statements om Form $-3 (Nos. 333-254700 and 333-254703) and on Form S-8 (Nos. 333-
173025, 333-175024, 333-162843, 333-162884. 333-1628K5. 333-1a2886, 333-121089. and 333-233226) of Murck & Co.. Inc. of our report dated February 25. 2022
relating e the inancial statements and the elfectiveness of internal control over financial reporting, which appears in this Form 10-K

sf PricewaterhouseCoopers LLP
PricewaterhouseCoopers LLP
Florham Park, New Jersey
February 25, 2022




Exhibit 24.1

POWER OF ATTORNEY

Each of the undersigned does herehy appoint JEXNIFER ZACHARY os his her true and Jawul attormey to execute on behall of the undersigned {whether on
behali of the Company, or as an otficer or director thervof, or by attesting the seal of the Company. or otherwise) the Annual Report on borm 10-K of Merch & Co., Inc.
for the fiscal vear ended December 31, 2021 under the Securities Exchange Act of 1934, including amendments therete and all exhibils and other documents in
connection therewiti,

IN WITNFSS WHEREOF. this instrument has been duly exeeuted as of the 25% day of February 2022,

MERCK & CO.. Ing,

/s Robert M. Davis Chiel Executive Ofticer and President
Robert M. Davis (Principal bxecutive Ofliver; Directer)

+s Caroline Litchfield Executive Vice President and Chief Financral Officer
Caroline Litchfield {Principal Financial Cflicer)

s° Rita A. Karachun Sentor Vice President Finance—Cilobal Controlier
Rita A. Karachun (Principal Acvounting Officer)

DIRECTORS

‘s Mary bllen Coc 5 Paul B. Rothman
Mary Ellen Cog Paul B. Rothman

‘s Pamela ). Craig ‘s Patncia F. Russo
Pamela J. Crayg Patrcia b. Russo

‘5. Kenneth C. Frazier /s Chostine T Seidman
Kenneth €. Frazier Christine E. Seidman

s Thomas 1T Glocer /s Inge . Thulin
Thomas H. Glocer Inge G. Thulin

s/ Risa I. Lavizzo-Mourey ‘s Kathy J. Warden
Risa l. Lavizzo-Mourcy Kathy J. Warden

:& Stephen [.. Mayo /5 Peter C. Wendell

Stephen L. Mayo Peter C. Wendell



Exhibit 24.2

1, Kelly Grez, Deputy Corporate Seerctary of Merck & Co., Ine. {the “Company™}. ¢ corperation duly organized and existing under the laws of the State of New
Jersey. do hereby certify that the following is o true copy of a resolution adopted by unanimous written consent of the Buard of Directors of the Company on February
25. 2022 in accordance with the provisions of the By-Laws of the Company:

my
“Special Resolution No. 13 — 2022
col
RESOLV LD, that the proposed form of the Annual Report on Form 10-K of the Company for the fiscal year ended December 31,
Ry 2021, attached hereto. is hereby approved with such changes as the proper ofticers of the Compuny. with the advice of counsel, deem appropriate:
FURITHER RESOLVED, that cach officer and dircetor whe may be required 1o cxecute the aforesaid Annual Report on Fonm 10-K or
e any ameneiments therets (whether on hehalf of the Company or as an officer or director thereof, or by attesting the seal of the Company. or
in ) . . . . :
otherwise} is hereby authorized to execute a power of allorney appoinfing Jennuler Zachary as his/her true and lawlul attorney to execute in histher
name, place and stead (in any such capacily} such Annual Report on Form 10-K and any and all amendments thereto and any and all exhibits und
pre other documents necessary or incidental in connection therewith and to file the same with the Securitics and Exchange Commission, the attorney to
ac have power 10 act and to have full power and awtherity to do und perforn in the name and on behalt ol cach of said officers and directors. or both,
as the case mav be. every act whatseever necessary or advisable 10 be done in the premises as fully and to all intents and purposes as any such
dis officer or director might or could do in person: and
(th FURTHLR RESOLVED that an executed copy of the Action by Unanimous Written Consent be tiled with the minutes of the meetings
o of the Board of Dircetors of the Company.”
IN WITNTSS WHEREOF, [ have herzunto subscribed my signature and affiaed the seal of the Company this 25+ day of February 2022,
ey
ad
|Corporate Seal] /s Kelly Girer
fin Kelly Grez
Depuly Corporale Secrctury
Da



Exhibit 31.1
CERTIFICATION

i. Robert M. Davis, certify that:

1. 1have reviewed this annual report on Form 10-K of Merck & Co., Inc.;

2. Based on my knowledge, this report does nol contain any untruc statement of a material fact or omit to stale a material facl necessary to make the statements
made. in light of the circumstances under which such statements were made. not misleading with respect to the penod covered by this report;

3. Based on my knowledge, the financial statenients, and other financial information included in this report, tairly present m all material respects the financial
condition, results of operations and cash flows of the registrant as ot and for, the periods presented in this report:

4. Thu registrunt’s other certitying officer(s) and I are responsible for estublishing and mainlemning disclosure controls and procedures (as defined in Exchange Act
Ruides 13a-15(¢) and 15d-15{&)} and imternal control over finuncial reporting {as defined in Exchange Act Rules 13a-15(1) and 15d-15(£)) for the registrant and have:

a)  Destened such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating 1o the tegistranl, including its consolidated subsidiarics, 1s made known to us by others within thuse entities. particularly during the period
i which this report is being prepared:

b)  Designed such lerral control over flnancial reporting. or caused such internal contrel over linancia reporting o be designed under our supervision, 10
provide reasonable assurance regarding the reliability of financial reporting and the preparation of tinancial statements Lor exlernal purposes 1o accordance with generally
aceepted accounting pringiples:

¢)  Evaluated the effectiveness of the registrant’s disclosure controls und procedures and presented in this report our conclusions about the ¢ffectiveness of the
disclosure controls and procedures, as of the ¢nd of the period covered by this report based on such cvaluation: and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter
{the registrumt’s fourth fiscal quarter in the case of an annual report) that has materially affected. or is reasonably likely to materially altecl, the registrant’s inlernal
control over financial reporting; and
3 The registrunt’s other certifying officer(s) and | have disclosed. based on our most recent evaluation of infemal control ever fmancial reporting. 1o the
registrant’s aoditors and the audit committee ol the registrant’s board of directors (or persons performing the equivalent functions):
a}  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affeet the registrant’s ability to record, process, summarize and report financisl iaformation: and

B Any fraud. whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
finaneial reporting.

Dhate: February 25, 2022

By: 's/ Robert M. Davis

ROBERT M. DAVIS
Chief Executive Officer and President




Lxhibit 31.2
CERTIFICATION

[. Carcline Litchlield, certily that:
1. I have reviewed this annual report on Form 10-K of Merck & Co.. Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to stale a material fact necessary to make the statements
made. in light of the circumstances under which such statements were made, not misleading with respect to the pertod covered by this report;

3. Based on my knowledge, the tinancial statemwents, and ether financial information included in this report, fairly present in all material respeets the financial
condition, results of operations and cash flows of the registrant as of. and for. the periods presented in this report:

4. The registrant’s other certilying officer(s} and I are responsible for establishing and maimaining disclosure contrels and procedures (as defined in Exchange Act
Rules 138-15(e) and 15d-15(c)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(6) and t5d-15(D) for the registrant and have:

a)  Duesigned such disclosure controls and procedures, or cawscd such disclosure contrels and procedures to be designed under our supervision, 1o ensurc that
malerial mtormation relating 1o the registrany, including irs consolidated subsidiarics, is made known to us by others within those entities, particularly during the period
in which this report is being prepared:

b} Designed such internal control over {inuncial reporting. or caused such internal control over linuneial reporting to be designed under our supervision, (o
provide reasonable assurance regarding the reliability of linancial reporting und the preparation of financial statements for external purposes in accordance with generally
aceepted accounting principles:

¢)  Evaluated the cffectiveness of the registrant™s disclosure contrels and procedures and presented in this report our cenclusions about the effectivencss of the
disclogure controls and procedures, as of the end of the period covered by this report based on such evaluation: and

dy  Disclosed in this repert any change in the registrant’s internal contrel over financial reporting that occurred during the registrant’s most recent fscal quarter
(the registrant’s fourth fiscal quarter in the case of an annual repart) that has materially aflected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

3, The registrant's other certifying officer(s) and | huve disclosed, based on our most recent evaluation of internal control over financial reporting, 1o the
registrant’s auditors and the audit commntee of the registrant’s board of directors (or persons performmng the equivalent functions):

a)  All sigmficant deficiencies and materia! weaknesses in the design or operation of internal control uver financial reporting which are reasonably likely 10
adversely affect the registrant’s ability to record, process, summarize and repont financial information; and

b} Any fraud. whether or not material. that involves menagement or other employees who have a signiticant role in the registrant’s internal control over
financial reporting.

Date: February 25, 2022

By: ¢s! Caraline Lutchficld
CAROLINE LITCHFIELD
Executive Vice President, Chief Financial Officer




Exhibit 32.1

Section 1359
Certification of Chiefl Executive Officer

Pursuant to 18 U.S.C. Scetion 1350, the undersigned officer of Merck & Cao, Ine. (the “Company ™). hereby certifies that the Company's Annual Report on boarm
10-K for the vear ended December 31. 2021 (the “Report”) fully complies with the requirements of Section 13(a) or 15(d) of the Securitivs Fxchange Act of 1934 and
that the information contained in the Report fuirly presents. in all material respects, the financial conditton and results of operations of the Company.

Dated. February 25, 2022 s/ Robert M. Davis
Name ROBERT M. DAVIS
Title: Chiel Exceutive Officer and President




Exhibit 32,2

Section 1350
Certification of Chief Financial Officer

Pursuant {o I8 U.S.C. Section 1350, the undersigned offiver of Merck & Co., Inc. {the "Company™). hereby certifies that the Company’s Annval Report on Form

10-K for the fiscal year ended December 31, 2021 (the “Report”) [ully complies with the requirements of Section 13(a) ar 15(d) of the Securities Exchange Act of 1934
and that the infurmation contained w the Report fairly presents. in all material respects. the financial condition and results of operations of the Company.

Datcd: February 25, 2022 .5 Caroline Litchticld

Name: CAROLINE LITCHFIELDR
Title: Executive Vice President, Chicet Financial Officer



