Management’s Report

Management’s Responsibility For Financial Statements
Responsibility for the integrity and objectivity of the Company’s financial state-
ments rests with management. The financial statements report on management's
stewardship of Company assets. These statements are prepared in conformity
with generally accepted accounting principles and, accordingly, include amounts
that are based on management'’s best estimates and judgments. Nonfinancial
information included in the Annual Report has also been prepared by manage-
ment and is consistent with the financial statements.

To assure that financial information is reliable and assets are safeguarded,
management maintains an effective system of internal controls and procedures,
important elements of which include: careful selection, training and development
of operating and financial managers; an organization that provides appropriate
division of responsibility; and communications aimed at assuring that Company
policies and procedures are understood throughout the organization. A staff of
internal auditors regularly monitors the adequacy and application of internal con-
trols on a worldwide basis.

To ensure that personnel continue to understand the system of internal con-

trols and procedures, and policies concerning good and prudent business practices,

the Company periodically conducts the Management's Stewardship Program for
key management and financial personnel. This program reinforces the importance
and understanding of internal controls by reviewing key corporate policies, proce-
dures and systems. In addition, the Company has compliance programs, including
an ethical business practices program to reinforce the Company’s long-standing
commitment to high ethical standards in the conduct of its business.

The financial statements and other financial information included in the
Annual Report fairly present, in all material respects, the Company’s financial
condition, results of operations and cash flows. Our formal certification to the

Securities and Exchange Commission is included in the Company’s Form 10-K filing.

Audit Committee’s Report

The Audit Committee, comprised of independent directors, met with the inde-
pendent registered public accounting firm (the independent auditors), manage-
ment and internal auditors to assure that all were carrying out their respective
responsibilities. The Audit Committee discussed with and received a letter from
the independent auditors confirming their independence. Both the independent
auditors and the internal auditors had full access to the Committee, including
regular meetings without management present.

The Audit Committee met with the independent auditors to discuss their
fees and the scope and results of their audit work, including the adequacy
of internal controls and the quality of financial reporting. The Committee also
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Management’s Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal
control over financial reporting, as such term is defined in Exchange Act Rule
13a-15(f). Management conducted an evaluation of the effectiveness of internal
control over financial reporting based on the framework in Internal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations

of the Treadway Commission (COSO). Based on this evaluation, management
concluded that internal control over financial reporting was effective as of
December 31, 2004 based on criteria in Internal Control—Integrated Framework
issued by COSO. Management's assessment of the effectiveness of internal
control over financial reporting as of December 31, 2004 has been audited by
PricewaterhouseCoopers LLP. an independent registered public accounting

firm, and PricewaterhouseCoopers LLP has issued an attestation report on man-
agement’s assessment of the effectiveness of the Company’s internal control
over financial reporting, which is included herein.
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discussed with the independent auditors their judgments regarding the quality
and acceptability of the Company's accounting principles, the clarity of its disclo-
sures and the degree of aggressiveness or conservatism of its accounting princi-
ples and underlying estimates. The Audit Committee reviewed and discussed the
audited financial statements with management and recommended to the Board
of Directors that these financial statements be included in the Company’s Form
10-K filing with the Securities and Exchange Commission.

Thomas E. Shenk
Samuel O. Thier
Wendell P. Weeks

Peter C. Wendell
Chairperson

Merck & Co., Inc. Annual Report 2004



Report of Independent Registered Public Accounting Firm

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

We have completed an integrated audit of Merck & Co., Inc.'s 2004 consolidated
financial statements and of its internal control over financial reporting as of
December 31, 2004 and audits of its 2003 and 2002 consolidated financial
statements in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Our opinions, based on our audits, are pre-
sented below.

Consolidated Financial Statements

In our opinion, the accompanying consolidated balance sheets and the related
consolidated statements of income, of retained earnings, of comprehensive
income and of cash flows present fairly, in all material respects, the financial
position of Merck & Co., Inc. and its subsidiaries (the “Company”) at December
31,2004 and 2003, and the results of their operations and their cash flows for
each of the three years in the period ended December 31, 2004 in conformity
with accounting principles generally accepted in the United States of America.
These financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial statements based on
our audits. We conducted our audits of these statements in accordance with the
standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstate-
ment. An audit of financial statements includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by man-
agement, and evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

Internal Control Over Financial Reporting

Also, in our opinion, management’s assessment, included in the accompanying
Management's Report on Internal Control Over Financial Reporting that the
Company maintained effective internal control over financial reporting as of
December 31, 2004 based on criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO0), is fairly stated, in all material respects, based on
those criteria. Furthermore, in our opinion, the Company maintained, in all mate-
rial respects, effective internal control over financial reporting as of December

31, 2004, based on criteria established in Internal Control—Integrated Framework
issued by the COSO. The Company’s management is responsible for maintaining
effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting. Our responsibility is to
express opinions on management’s assessment and on the effectiveness of the
Company's internal control over financial reporting based on our audit. We con-
ducted our audit of internal control over financial reporting in accordance with the
standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether effective internal control over financial reporting was
maintained in all material respects. An audit of internal control over financial
reporting includes obtaining an understanding of internal control over financial
reporting, evaluating management’s assessment, testing and evaluating the
design and operating effectiveness of internal control, and performing such other
procedures as we consider necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed
to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (i) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (ii) provide reason-
able assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting princi-
ples, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company;
and (iii) 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.

Because of its inherent limitations, internal 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 because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

Pissractuoe Copere 2P

Florham Park, New Jersey PricewaterhouseCoopers LLP

February 22, 2005

Compensation and Benefits Committee’s Report

The Compensation and Benefits Committee, comprised of independent directors,
approves compensation objectives and policies for all employees and sets com-
pensation for the Company’s executive officers. The Committee seeks to ensure
that rewards are closely linked to Company, division, team and individual per-
formances. The Committee also seeks to ensure that compensation and benefits
are set at levels that enable Merck to attract and retain highly qualified employ-
ees. The Committee views stock ownership as a vehicle to align the interests

of employees with those of the Company’s stockholders. Consistent with the

long-term focus inherent in the Company's R&D-based pharmaceutical business,
it is the policy of the Committee to make a high proportion of executive officer
compensation dependent on long-term performance and on enhancing stock-
holder value.

William G. Bowen
Johnnetta B. Cole
William N. Kelley

Lawrence A. Bossidy
Chairperson
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