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Richard T. Clark Merck & Co., Inc.
Chairman, President and Chief Executive Officer One Merck Drive
P.O. Box 100

Whitehouse Station, NJ 08889-0100

March 13, 2009
Dear Stockholders:

It is my pleasure to invite you to Merck s 2009 Annual Meeting of Stockholders, which will be held on Tuesday, April 28, 2009 at 2:00 p.m., in
the Edward Nash Theatre at Raritan Valley Community College, Route 28 and Lamington Road, North Branch, New Jersey. During the Annual
Meeting, we will discuss each item of business described in the Notice of Annual Meeting and Proxy Statement and give a report on the
Company s business operations. There will also be time for questions.

This booklet includes the Notice of Annual Meeting and Proxy Statement. The Proxy Statement provides information about Merck in addition to
describing the business we will conduct at the meeting.

We are pleased to take advantage of the e-proxy rules of the Securities and Exchange Commission that allows companies to furnish proxy
materials to stockholders via the Internet. We believe the new rules will allow us to provide our stockholders with the information they need,
while lowering the costs of delivery and reducing the environmental impact of the Annual Meeting. Accordingly, on or about March 13, 2009,
we began mailing to certain stockholders of record a Notice of Internet Availability of Proxy Materials containing instructions on how to access
the proxy statement and the Form 10-K Annual Report via the Internet and how to vote online (www.proxyvote.com). The Notice of Internet
Availability of Proxy Materials and the attached proxy statement also contain instructions on how to receive a paper copy of the proxy materials.

Stockholders who did not receive the Notice of Internet Availability of Proxy Materials will continue to receive a paper or electronic copy of the
proxy statement and Form 10-K Annual Report, which we began mailing on or about March 13, 2009.

We hope you will be able to attend the Annual Meeting. If you need special assistance at the meeting, please contact the Company Secretary at
the address above. Whether or not you expect to attend, please vote your shares using any of the following methods: vote by telephone or the
Internet, as described in the instructions you receive; complete, sign and date the proxy card or voting instruction card and return it in the prepaid
envelope; or vote in person at the meeting.

Sincerely,
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Notice of Annual Meeting of Stockholders

April 28, 2009

To the Stockholders:

The stockholders of Merck & Co., Inc. will hold their Annual Meeting on Tuesday, April 28, 2009, at 2:00 p.m., in the Edward Nash Theatre at
Raritan Valley Community College, Route 28 and Lamington Road, North Branch, New Jersey. The purposes of the meeting are to:

elect 15 directors;

consider and act upon a proposal to ratify the appointment of PricewaterhouseCoopers LLP as the Company s
independent registered public accounting firm for 2009;

consider and act upon a proposal to amend the Restated Certificate of Incorporation to limit the size of the Board to
no more than 18 directors;

consider and act upon a stockholder proposal concerning special shareholder meetings;

consider and act upon a stockholder proposal concerning an independent lead director;

consider and act upon a stockholder proposal concerning an advisory vote on executive compensation; and

transact such other business as may properly come before the meeting.
Only stockholders listed on the Company s records at the close of business on February 27, 2009 are entitled to vote. If you received a Notice of
Internet Availability of Proxy Materials and will not be requesting a printed copy of the proxy materials, please bring the Notice with you as
your Admission Ticket.

By order of the Board of Directors,
Ceria A. COLBERT

Senior Vice President, Secretary and
Assistant General Counsel

March 13, 2009
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Merck & Co., Inc.

P. O. Box 100
Whitehouse Station, New Jersey 08889-0100
(908) 423-1000
www.merck.com
March 13, 2009

Proxy Statement

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING AND VOTING

Q: Why did I receive this proxy statement?

A: The Board of Directors is soliciting your proxy to vote at the Annual Meeting because you were a stockholder at the close of business on
February 27, 2009, the record date, and are entitled to vote at the meeting.

This proxy statement and 2008 Form 10-K Annual Report (the Proxy Material ), along with either a proxy card or a voting instruction card, are

being mailed to stockholders beginning March 13, 2009. The proxy statement summarizes the information you need to know to vote at the

Annual Meeting. You do not need to attend the Annual Meeting to vote your shares.

Q: Can I access the Proxy Material on the Internet instead of receiving paper copies?

A: The Proxy Material is available on Merck s web site at http://www.merck.com/finance/proxy/overview.html. Most stockholders can access
future Proxy Materials on the Internet instead of receiving paper copies in the mail.

If you are a stockholder of record, you can choose this option by marking the appropriate box on your proxy card or by following the

instructions if you vote by telephone or the Internet. If you choose to access future Proxy Materials on the Internet, you will receive a proxy card

in the mail next year with instructions containing the Internet address for those materials. Your choice will remain in effect until you advise us

otherwise.

Table of Contents 9
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If you are a beneficial owner, please refer to the information provided by your broker, bank or nominee for instructions on how to elect to access
future Proxy Materials on the Internet. Most beneficial owners who elect electronic access will receive an e-mail message next year containing
the Internet address for access to the Proxy Material.

Information About the Notice of Internet Availability of Proxy Materials

Pursuant to the e-proxy rules of the Securities and Exchange Commission, we are furnishing the Company s proxy materials to certain
stockholders of record via the Internet. Accordingly, in compliance with this e-proxy process, on or about March 13, 2009, we began mailing to
certain stockholders of record a Notice of Internet Availability of Proxy Materials containing instructions on how to access the proxy statement
and the Form 10-K Annual Report via the Internet and how to vote online (www.proxyvote.com). If you would like to receive a printed or
electronic copy of the proxy materials, free of charge, you should follow the instructions for requesting such materials included in the Notice and
on the website (www.proxyvote.com).
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Q: What is the difference between holding shares as a stockholder of record and as a beneficial owner?

A: If your shares are registered directly in your name with Merck s transfer agent, Wells Fargo Bank, N.A., you are considered, with respect to
those shares, the stockholder of record. The Proxy Material and proxy card have been sent directly to you by Merck.

If your shares are held in a stock brokerage account or by a bank or other nominee, you are considered the beneficial owner of shares held in

street name. The Proxy Material has been forwarded to you by your broker, bank or nominee who is considered, with respect to those shares, the

stockholder of record. As the beneficial owner, you have the right to direct your broker, bank or nominee how to vote your shares by using the

voting instruction card included in the mailing or by following their instructions for voting by telephone or the Internet.

Q: Whatis householding and how does it affect me?

A: Merck has adopted the process called householding for mailing the Proxy Material in order to reduce printing costs and postage fees.
Householding means that stockholders who share the same last name and address will receive only one copy of the Proxy Material, unless
we receive contrary instructions from any stockholder at that address. Merck will continue to mail a proxy card to each stockholder of
record.

If you prefer to receive multiple copies of the Proxy Material at the same address, additional copies will be provided to you promptly upon

written or oral request. If you are a stockholder of record, you may contact us by writing to Merck Stockholder Services, WS3AB-40, P.O. Box

100, Whitehouse Station, NJ 08889-0100 or by calling our toll-free number 1-877-602-7615. Eligible stockholders of record receiving multiple

copies of the Proxy Material can request householding by contacting Merck in the same manner.

If you are a beneficial owner, you can request additional copies of the Proxy Material or you can request householding by notifying your broker,
bank or nominee.

Q: What am I voting on?

A: 1. Election of 15 directors: Mr. Leslie A. Brun, Dr. Thomas R. Cech, Mr. Richard T. Clark, Mr. Thomas H. Glocer, Mr. Steven F.
Goldstone, Mr. William B. Harrison, Jr., Dr. Harry R. Jacobson, Dr. William N. Kelley, Ms. Rochelle B. Lazarus, Mr. Carlos E. Represas,
Dr. Thomas E. Shenk, Ms. Anne M. Tatlock, Dr. Samuel O. Thier, Mr. Wendell P. Weeks and Mr. Peter C. Wendell;

2. Ratification of the appointment of PricewaterhouseCoopers LLP as the independent registered public accounting firm for 2009;
3. A proposal to amend the Restated Certificate of Incorporation to limit the size of the Board to no more than 18 directors.

The Board recommends a vote FOR each of the nominees to the Board of Directors, FOR the ratification of the appointment of
PricewaterhouseCoopers LLP as the independent registered public accounting firm for 2009, and FOR the proposal to amend the Restated
Certificate of Incorporation to limit the size of the Board to no more than 18 directors.
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You will also vote on the following stockholder proposals:

4. A stockholder proposal concerning special shareholder meetings;

5. A stockholder proposal concerning an independent lead director; and

6. A stockholder proposal concerning an advisory vote on executive compensation.
The Board recommends a vote AGAINST each of the stockholder proposals.
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What is the voting requirement to elect the directors and to approve each of the proposals?

In the election of directors, each director nominee receiving a majority of the votes cast at the Annual Meeting will be elected. This
means that a director nominee will be elected to the Board only if the number of votes cast FOR the nominee s election exceeds the
number of votes cast AGAINST the nominee s election; for this purpose, abstentions and broker non-votes would not be counted as
votes FOR or AGAINST.

The proposal to ratify the appointment of PricewaterhouseCoopers LLP as the independent registered public accounting firm, the proposal to
amend the Restated Certificate of Incorporation to limit the size of the Board to no more than 18 directors and each of the stockholder proposals
require the affirmative vote of a majority of the votes cast for approval. If you are present or represented by proxy at the Annual Meeting and
you abstain, your abstention, as well as broker non-votes, are not counted as votes cast on any matter to which they relate.

Q:

Q:

How many votes do I have?

You are entitled to one vote for each share of Common Stock that you hold as of the record date.

Do I have the right to cumulate my votes in the election of directors?

Stockholders of the Company do not have the right to cumulative voting.

What if a director nominee does not receive a majority of the votes cast?

A director nominee who does not receive a majority of the votes cast with respect to his or her election will not be elected or re-elected, as
applicable, as a director of the Company. However, under the New Jersey Business Corporation Act, incumbent directors who are not
re-elected in an uncontested election because of a failure to receive a majority of the votes cast in favor of their re-election, will be held
over and continue as directors of the Company until they resign or their successors are elected at the next election of directors. Under the
Incumbent Director Resignation Policy (the Policy ) of the Policies of the Board, however, an incumbent director who is not re-elected will
be required to submit his or her resignation and the Committee on Corporate Governance will be responsible for evaluating whether to

accept the resignation and making a recommendation to the full Board. Under the Policy, the Board will be required to act on the
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recommendation of the Committee on Corporate Governance no later than 90 days following certification of the stockholder vote for the
stockholders meeting at which the incumbent director was not re-elected. The full text of the Policies of the Board can be found on the
Company s website at www.merck.com/about/corporategovernance.

Q: Howdo I vote?

A: You may vote using any of the following methods:

Proxy card or voting instruction card. Be sure to complete, sign and date the card and return it in the prepaid envelope. If you
are a stockholder of record and you return your signed proxy card but do not indicate your voting preferences, the persons named in
the proxy card will vote FOR the election of directors, the ratification of the appointment of PricewaterhouseCoopers LLP as the
independent registered public accounting firm for 2009, and the proposal to amend the Restated Certificate of Incorporation to limit
the size of the Board to no more than 18 directors, and AGAINST each of the stockholder proposals on your behalf.
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By telephone or the Internet. The telephone and Internet voting procedures established by Merck for stockholders of record are
designed to authenticate your identity, to allow you to give your voting instructions and to confirm that these instructions have been
properly recorded.
The availability of telephone and Internet voting for beneficial owners will depend on the voting processes of your broker, bank or nominee.
Therefore, we recommend that you follow the voting instructions in the materials you receive.

In person at the Annual Meeting. All stockholders may vote in person at the Annual Meeting. You may also be represented by
another person at the meeting by executing a proper proxy designating that person. If you are a beneficial owner of shares, you must
obtain a legal proxy from your broker, bank or nominee and present it to the inspectors of election with your ballot when you vote at
the meeting.

Q: What can I do if I change my mind after I vote my shares?

A: If you are a stockholder of record, you may revoke your proxy at any time before it is voted at the Annual Meeting by:

sending written notice of revocation to the Secretary of the Company;

submitting a revised proxy by telephone, Internet or paper ballot after the date of the revoked proxy; or

attending the Annual Meeting and voting in person.
If you are a beneficial owner of shares, you may submit new voting instructions by contacting your broker, bank or nominee. You may also vote
in person at the Annual Meeting if you obtain a legal proxy as described in the answer to the previous question.

Q:  Who will count the vote?

A: Representatives of IVS Associates, Inc. will tabulate the votes and act as inspectors of election.

Q: Where can I find the results of the Annual Meeting?

Table of Contents 15
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A: The Company posts the final voting results the Friday following the Annual Meeting on its website www.merck.com under Investor
Relations. The Company also intends to publish the final voting results in our quarterly report on Form 10-Q for the quarter ending
June 30, 2009.

Q: Will my votes by confidential?

A:  Yes. Only the personal information necessary to enable proxy execution, such as control number or stockholder signature, is collected on
the paper or online proxy cards. All stockholder proxies and ballots that identify individual stockholders are kept confidential and are not
disclosed except as required by law.

Q: What shares are included on the proxy card?

A: The shares on your proxy card represent shares registered in your name, as well as shares in the Merck Stock Investment Plan.
However, the proxy card does not include shares held for participants in the Merck & Co., Inc. Employee Savings and Security Plan, Merck &
Co., Inc. Employee Stock Purchase and Savings Plan, Hubbard LLC
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Employee Savings Plan, Merck Puerto Rico Employee Savings and Security Plan, Merck Frosst Canada Inc. Stock Purchase Plan ( Merck Frosst
Plan ), and Merial 401(k) Savings Plan ( Merial Plan ). Instead, these participants will receive from plan trustees separate voting instruction cards
covering these shares. If voting instructions are not received from participants in the Merck Frosst Plan, the plan trustee will vote the shares in
accordance with the recommendations of the Board of Directors. If voting instructions are not received from participants in the Merial Plan, the
plan trustee will vote the shares in the same proportion as it votes shares for which voting instructions are received. Trustees for the other plans

will not vote shares for which no voting instructions are received from plan participants.

Q: What constitutes a quorum?

A:  As of the record date, 2,107,727,155 shares of Merck Common Stock were issued and outstanding. A majority of the outstanding shares
present or represented by proxy, constitutes a quorum for the purpose of adopting proposals at the Annual Meeting. If you submit a
properly executed proxy, then you will be considered part of the quorum.

Q: Who can attend the Annual Meeting?

A: All stockholders as of the record date may attend the Annual Meeting but must have an admission ticket. If you are a stockholder of
record, the ticket attached to the proxy card will admit you and one guest or, if you received a Notice of Internet Availability of Proxy
Materials, then your Notice will serve as your admission ticket. If you are a beneficial owner, you may request a ticket by writing to the
Office of the Secretary, WS 3AB-05, Merck & Co., Inc., P.O. Box 100, Whitehouse Station, New Jersey 08889-0100 or by faxing your
request to 908-735-1224. You must provide evidence of your ownership of shares with your ticket request, which you can obtain from
your broker, bank or nominee. We encourage you or your broker to fax your ticket request and proof of ownership in order to avoid any
mail delays.

Q: Are there any stockholders who own more than S percent of the Company s shares?

A: To the Company s knowledge, no stockholder owns more than 5 percent of the Company s shares.
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Q: When are the stockholder proposals due for the 2010 Annual Meeting?

A: In order to be considered for inclusion in next year s proxy statement in accordance with the rules of the Securities and Exchange
Commission ( SEC ), stockholder proposals must be submitted in writing to Celia A. Colbert, Senior Vice President, Secretary and Assistant
General Counsel, WS 3A-65, Merck & Co., Inc., One Merck Drive, Whitehouse Station, NJ 08889-0100 and received at this address by
November 13, 2009.

Under provisions of our By-laws, in order for a stockholder to present a proposal or other business for consideration by our stockholders at the

2010 Annual Meeting of Stockholders, the Secretary of the Company must receive by December 29, 2009 a written notice containing the

following information: (a) the name and address of the stockholder who intends to present the business at the meeting of the stockholders, a brief

description of the business intended to be presented, the reasons for conducting this business at the meeting and any material interest of the
stockholder in the business; (b) a representation that the stockholder is a holder of record of stock of the Company entitled to vote on the
business at that meeting and intends to appear in person or by proxy at the meeting to present the business; (c) a description of all arrangements
or
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understandings between the stockholder and any other person or persons (naming such person or persons) with respect to the business to be
presented; and (d) such other information regarding the business to be presented as would have been required to be included in a proxy statement
filed pursuant to the proxy rules of the SEC had such business been presented, or intended to be presented, by the Board of Directors. This notice
requirement does not apply to stockholder proposals properly submitted for inclusion in our proxy statement in accordance with the rules of the
SEC and stockholder nominations of director candidates which must comply with the notice provisions of our By-laws described on page 17.

Q: What happens if a nominee for director is unable to serve as a director?

A: If any of the nominees becomes unavailable for election, which we do not expect, votes will be cast for such substitute nominee or
nominees as may be designated by the Board of Directors, unless the Board of Directors reduces the number of directors.

Q: How much did this proxy solicitation cost?

A: Laurel Hill Advisory Group, LLC has been hired by the Company to assist in the distribution of Proxy Material and solicitation of votes
for $15,000, plus reasonable out-of-pocket expenses. Employees, officers and directors of the Company may also solicit proxies by
telephone or in-person meeting. We will reimburse brokerage houses and other custodians, nominees and fiduciaries for their reasonable
out-of-pocket expenses for forwarding proxy and solicitation materials to the owners of Common Stock.

Q: How can I obtain the Company s corporate governance information?

A: The Merck home page is www.merck.com. You may also go directly to www.merck.com/about/corporategovernance for the following
information which is available in print to any stockholder who requests it:

Restated Certificate of Incorporation of Merck & Co., Inc.;

By-Laws of Merck & Co., Inc.;

Policies of the Board a statement of Merck s corporate governance principles;
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Merck Board Committee Charters Audit Committee, Committee on Corporate Governance, Compensation and Benefits Committee,
Finance Committee, Committee on Public Policy and Social Responsibility, and Research Committee;

Stockholder Communications with the Board; and

Merck Code of Conduct Our Values and Standards
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1. ELECTION OF DIRECTORS

Fifteen directors are to be elected by stockholders at this Annual Meeting for terms expiring at the 2010 Annual Meeting of Stockholders. The
Board has recommended as nominees for election, Mr. Leslie A. Brun, Dr. Thomas R. Cech, Mr. Richard T. Clark, Mr. Thomas H. Glocer,
Mr. Steven F. Goldstone, Mr. William B. Harrison, Jr., Dr. Harry R. Jacobson, Dr. William N. Kelley, Ms. Rochelle B. Lazarus, Mr. Carlos E.
Represas, Dr. Thomas E. Shenk, Ms. Anne M. Tatlock, Dr. Samuel O. Thier, Mr. Wendell P. Weeks and Mr. Peter C. Wendell. Mr. Brun and
Mr. Represas were elected to the Board effective July 22, 2008 and February 24, 2009, respectively, to serve until this Annual Meeting and to
stand for election by stockholders at the meeting. Dr. Cech is a new candidate for election by stockholders at this Annual Meeting. All other
candidates have previously been elected by stockholders. Dr. Johnnetta B. Cole resigned from the Board effective March 1, 2009.

Information on the nominees follows.

Name, Age and
Year First

Elected Director

Nominees for Director

Leslie A. Brun
Age 56

2008

Thomas R. Cech, Ph.D.

Age 61

Nominee 2009

Richard T. Clark
Age 62

2005

Table of Contents

Business Experience and Other Directorships

or Significant Affiliations

Chairman and Chief Executive Officer, SARR Group, LLC (investment holding company) (since March 2006),
prior to which he was Chairman Emeritus of Hamilton Lane (a leading advisory and management firm (from 2003
until March 2006)

Non-Executive Chairman of the Board, Automatic Data Processing, Inc.; Director, Broadridge Financial
Solutions, Inc. and Philadelphia Media Holdings, LLC; Trustee, The Episcopal Academy and University at
Buffalo Foundation, Inc.; Member, Council on Foreign Relations

President, Howard Hughes Medical Institute for more than five years; Faculty, University of Colorado since 1978

Trustee, Grinnell College; Member, U.S. National Academy of Sciences

Chairman of the Board (since April 2007), President and Chief Executive Officer (since May 2005), President,
Merck Manufacturing Division (June 2003-May 2005) of the Company

Director, Project HOPE and United Negro College Fund; Chairman, Pharmaceutical Research and Manufacturers
of America; Trustee, Washington & Jefferson College and The Conference Board
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Name, Age and
Year First

Elected Director

Thomas H. Glocer
Age 49

2007

Steven F. Goldstone
Age 63

2007

William B. Harrison, Jr.
Age 65

1999

Harry R. Jacobson, M.D.

Age 61

2007

Table of Contents

Business Experience and Other Directorships

or Significant Affiliations

Chief Executive Officer, Thomson Reuters Corporation (information and services company for businesses and
professionals), prior to which he was Chief Executive Officer of Reuters Group PLC (July 2001 to April 2008)

Director, Thomson Reuters Corporation, Partnership for New York City; Member, International Business Council
of the World Economic Forum, Advisory Board of the Judge Institute of Management at Cambridge University
and the Columbia College Board of Visitors

Retired Chairman and Chief Executive Officer, RJR Nabisco, Inc.; Managing Partner, Silver Spring Group
(private investment firm) for more than five years

Non-Executive Chairman, ConAgra Foods, Inc.; Director, Greenhill & Co., Inc.; Chairman, Founders Hall
Foundation; Trustee, The Aldrich Contemporary Art Museum

Retired Chairman of the Board (since December 31, 2006), prior to which he was Chairman (from November
2001) and Chief Executive Officer (from November 2001 until December 2005), JPMorgan Chase & Co.
(financial services)

Director, Cousins Properties Incorporated and Lincoln Center for the Performing Arts; Member, The Business
Council, Board of Overseers of Memorial Sloan Kettering Cancer Center and the National September 11
Memorial Museum Foundation

Vice Chancellor, Health Affairs, Vanderbilt University for more than five years

Non-Executive Chairman, CeloNova BioSciences, Inc.; Director, HealthGate Data Corporation, Ingram
Industries, Inc. and Kinetic Concepts, Inc.; Member, American Society of Clinical Investigation, Association of
American Physicians, Society of Medical Administrators, and Institute of Medicine of the National Academy of
Sciences
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Name, Age and
Year First

Elected Director

William N. Kelley, M.D.
Age 69

1992

Rochelle B. Lazarus
Age 61

2004

Carlos E. Represas
Age 63

2009

Thomas E. Shenk, Ph.D.

Age 62

2001

Table of Contents

Business Experience and Other Directorships

or Significant Affiliations

Professor of Medicine, Biochemistry and Biophysics, University of Pennsylvania School of Medicine for more
than five years

Director, Beckman Coulter, Inc., GenVec, Inc. and Polymedix, Inc.; Fellow, American Academy of Arts and
Sciences; Master, American College of Physicians and American College of Rheumatology; Member, American
Philosophical Society and Institute of Medicine of the National Academy of Sciences; Trustee, Emory University

Chairman (since January 1, 2009), prior to which she was Chairman and Chief Executive Officer (1996-2008),
Ogilvy & Mather Worldwide (advertising and marketing communication company)

Director, General Electric, New York Presbyterian Hospital, American Museum of Natural History and World
Wildlife Fund; Member, Board of Overseers, Columbia Business School

Chairman, Nestle” Group Mexico (since 1983), prior to which he was Executive Vice President Head of the
Americas, Nestle” S.A., Switzerland from 1994-2004 (nutrition, health and wellness company)

Director, Bombardier Inc. and Vitro S.A. de C.V.; Member, Latin America Business Council; Trustee, National
Institute of Genomic Medicine Ministry of Health, Mexico

Elkins Professor (since 1984) and Chairman (1996-2004), Department of Molecular Biology, Princeton University

Director, Cell Genesys, Inc. and CV Therapeutics, Inc.; Fellow, American Academy of Arts and Sciences;
Member, American Academy of Microbiology and National Academy of Sciences and its Institute of Medicine
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Name, Age and
Year First

Elected Director

Anne M. Tatlock
Age 69

2000

Samuel O. Thier, M.D.

Age 71

1994

Wendell P. Weeks
Age 49

2004

Peter C. Wendell
Age 58

2003
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Business Experience and Other Directorships

or Significant Affiliations

Retired; Chairman of the Board (from June 2000 until December 31, 2006) and Chief Executive Officer (from
September 1999 until December 31, 2006), Fiduciary Trust Company International (global asset management
services)

Director, Fortune Brands, Inc. and Franklin Resources, Inc.; Chairman, The Andrew W. Mellon Foundation;
Fellow, American Academy of Arts and Sciences; Member, Council on Foreign Relations; Trustee, American
Ballet Theatre Foundation, The Conference Board, Howard Hughes Medical Institute, The Mayo Clinic and The
National September 11 Memorial & Museum Foundation

Lead Director of the Board (since April 2007)

Professor of Medicine and Health Care Policy, Emeritus (since 2008), Professor of Medicine and Professor of
Health Care Policy (1994-2007), Harvard Medical School

Director, Charles River Laboratories, Inc.; Fellow, American Academy of Arts and Sciences; Master, American
College of Physicians; Member, Board of Overseers, Teachers Insurance and Annuity Association of
Anmerica-College Retirement Equities Fund, Cornell University Weill Medical College and Brandeis University
Heller School for Social Policy and Management

Chairman and Chief Executive Officer (since April 2007), President and Chief Executive Officer (April
2005-April 2007), President and Chief Operating Officer (April 2002-April 2005), Corning Incorporated
(technology company in the telecommunications, information display and advanced materials industries)

Director, Corning Incorporated; Trustee, Lehigh University

Managing Director, Sierra Ventures (technology-oriented venture capital firm) for more than five years;
Chairman, Princeton University Investment Co. since 2002

Charter Trustee, Princeton University; Faculty, Stanford University Graduate School of Business
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CORPORATE GOVERNANCE

Our business is managed under the direction of our Board of Directors. The primary mission of the Board is to represent and protect the interests
of the Company s stockholders. The Board has the legal responsibility for overseeing the affairs of the Company and for the overall performance
of the Company. The Board selects and oversees senior management, who are charged by the Board with conducting the daily business of the
Company.

The Board has adopted corporate governance principles (the Policies of the Board), which, in conjunction with the Company s Restated
Certificate of Incorporation, By-Laws and Board committee charters, form the governance framework for the Board and its Committees. Among
the areas addressed by the Policies of the Board are Philosophy and functions of the Board, Composition of the Board including Lead Director
responsibilities, Qualification of Members, Assessment of the Board, Board committee responsibilities, director transition and retirement,
service on other boards, director compensation, stock ownership guidelines, Chairmanship of Meetings, Director Orientation and Continuing
Education, Incumbent Director Resignation and Related Person Transactions. From time to time, the Board revises the Policies of the Board in
response to changing regulatory requirements, evolving best practices, and the perspectives of our stockholders and other constituents. The
Policies of the Board are available on the Company s web site at www.merck.com/about/corporategovernance.

Board s Role in Strategic Planning

In connection with its responsibility for overseeing the affairs of the Company, the Board of Directors has an obligation to keep informed about
the Company s business and strategies. This involvement enables the Board to provide guidance to management in formulating and developing
plans and to exercise independently its decision-making authority on matters of importance to the Company. Acting as a full Board and through
the Board s six standing committees (Audit Committee, Committee on Corporate Governance, Compensation and Benefits Committee, Finance
Committee, Committee on Public Policy and Social Responsibility, and Research Committee), the Board is fully involved in the Company s
strategic planning process.

Each year, typically in the summer, senior management sets aside a specific period to develop, discuss and refine the Company s long-range
operating plan and overall corporate strategy. Strategic areas of importance include basic research and clinical development, global marketing
and sales, manufacturing strategy, capability and capacity, and the public and political environments that affect the Company s business and
operations. Specific operating priorities are developed to effectuate the Company s long-range plan. Some of the priorities are short-term in
focus; others are based on longer-term planning horizons. Senior management reviews the conclusions reached at its summer meeting with the
Board at an extended meeting that usually occurs in the fall. This meeting is focused on corporate strategy and involves both management
presentations and input from the Board regarding the assumptions, priorities and strategies that will form the basis for management s operating
plans and strategies.

At subsequent Board meetings, the Board continues to substantively review the Company s progress against its strategic plans and to exercise
oversight and decision-making authority regarding strategic areas of importance and associated funding authorizations. For example, the Board
typically reviews the Company s overall annual performance at a meeting in the fall and considers the following year s operating budget and
capital plan in November or December. The Board at its December meeting usually finalizes specific criteria against which the Company s
performance will be evaluated for the following year. In addition, Board meetings held throughout the year target specific strategies (for
example, basic research) and critical areas (for example, U.S. healthcare public policy issues) for extended, focused Board input and discussion.

The role that the Board plays is inextricably linked to the development and review of the Company s strategic plan. Through these procedures,
the Board, consistent with good corporate governance, encourages the long-term success of the Company by exercising sound and independent
business judgment on the strategic issues that are important to the Company s business.

11

Table of Contents 25



Edgar Filing: MERCK & CO INC - Form DEF 14A

Table of Conten
Independence of Directors

The Policies of the Board require that a substantial majority of the members of the Board of Directors be independent members. In making
independence determinations, the Board observes all criteria for independence established by the Securities and Exchange Commission ( SEC )
and the New York Stock Exchange (the NYSE ). The Board considers all relevant facts and circumstances in making an independence
determination. To be considered independent, an outside director must meet the bright line independence tests established by the NYSE and the
Board must affirmatively determine that the director has no direct or indirect material relationship with the Company. A material relationship is
one which impairs or inhibits or has the potential to impair or inhibit a director s exercise of critical and disinterested judgment on behalf of the
Company and its stockholders.

Categorical Independence Standards

As contemplated by the NYSE rules, the Board has adopted categorical standards as part of the Policies of the Board to assist it in making
independence determinations. The standards as set forth in the Policies of the Board are available on the Company s website at
www.merck.com/about/corporategovernance. In accordance with the NYSE rules, independence determinations under the categorical standards
will be based upon a director s relationships with the Company during the three years preceding the determination. The categorical standards
provide that the following will not be considered material relationships that would impact a director s independence:

1. The director is an executive officer or employee or any member of his or her immediate family is an executive officer of another
organization that does business with the Company, and the annual payments to or payments received from that organization during
any single fiscal year during the evaluation period are less than the greater of $1 million or 2% of the other organization s
consolidated gross revenues.

2. The director or any member of his or her immediate family serves as an executive officer of a charitable, educational or other
non-profit organization that receives contributions from the Company or The Merck Company Foundation in a single fiscal year of
less than the greater of $1 million or 2% of that organization s annual consolidated gross revenues during its last completed fiscal
year. The Company s automatic matching of employee charitable contributions will not be included in the amount of the Company s
contributions for this purpose.

3. Subject to standard 11 below, the director is a director or trustee, but not an executive officer nor employee, or any member of his or
her immediate family is a director, trustee or employee, but not an executive officer, of any other organization (other than the
Company s external auditor) that does business with, or receives charitable contributions from, the Company.

4. More than three years have elapsed since:

a. the director was an employee of the Company, or
b. an immediate family member of the director was an executive officer of the Company, or
c. an executive officer of the Company served on the board of directors of a company that employs or employed the director, or

an immediate family of the director, as an executive officer.

5. Animmediate family member is or has been an employee of the Company, provided that such family member is not, and has not
been for a period of at least three years, an executive officer of the Company.
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6.  Subject to standard 8 below, the director does not receive more than $120,000 annually in direct compensation from the Company,
other than through retainers, meeting fees, deferred compensation for prior service (provided that such compensation is not
contingent in any way on continued service) and an annual stock option grant provided as the Company s annual compensation to all
directors pursuant to the Non-Employee Directors Stock Option Plan, as amended and restated from time to time.

7.  No immediate family member of the director receives more than $120,000 per year in direct compensation from the Company.

8. In the case of Audit Committee members, no immediate family member receives direct compensation or other fees from the
Company and the Audit Committee members otherwise meet the independence requirements set forth in Rule 10A-3(b)(1) under the
Securities Exchange Act of 1934.

9.  Neither the director nor his or her immediate family members serves as a paid consultant or advisor to the Company or to an
executive officer of the Company.

10. The director or any member of his or her immediate family holds less than a 10% interest in any other organization that has a
relationship with the Company.

11.  With respect to the Company s independent external auditors:

a. The director is not a current partner nor employee of the external auditor, and

b. No immediate family member is a current partner of the external auditor nor an employee of the external auditor who
personally works on the Company s audit, and

c. Within the past three years, neither the director nor an immediate family member of the director was a partner or an employee
of the external auditor and personally worked on the Company s audit during that time.
The Board, through its Committee on Corporate Governance, reviews the Board s approach to determining director independence periodically
and recommends changes as appropriate for consideration and approval by the full Board.

Independence Determinations

In accordance with the NYSE Corporate Governance Listing Standards and the categorical standards set forth above, the Board reviewed all
relationships between the Company and each director and director nominee and has determined that with the exception of Richard T. Clark, who
is a Company employee, each non-management director (Leslie A. Brun, Thomas H. Glocer, Steven F. Goldstone, William B. Harrison, Jr.,
Harry R. Jacobson, William N. Kelley, Rochelle B. Lazarus, Carlos E. Represas, Thomas E. Shenk, Anne M. Tatlock, Samuel O. Thier, Wendell
P. Weeks and Peter C. Wendell) and Thomas R. Cech, the non-management director nominee, has only immaterial relationships with the
Company, and accordingly each is, independent under these standards. The Board has also determined that each member of the Audit
Committee, the Committee on Corporate Governance, and the Compensation and Benefits Committee is independent within the meaning of the
NYSE listing standards and rules of the Securities and Exchange Commission.

In making these determinations, the Board considered relationships that exist between the Company and other organizations the Directors serve,
and that in the ordinary course of business, transactions may occur between the Company and such organizations. The Board also evaluated
whether there were any other facts or circumstances that might impair a director s independence. In particular, the Board examined payments for
information, data and content services made by the Company to Thomson Reuters Group, PLC for which Mr. Glocer is the Chief Executive
Officer, payments for research-related services made by the Company to Vanderbilt University, for which Dr. Jacobson serves as an executive
officer of the University in his position as Vice Chancellor, Health Affairs, and payments for advertising and marketing-related services made by
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also served as Chief Executive Officer, as well as to WPP Group, plc, of which Ogilvy is a subsidiary. The Board reviewed the transactions with
each of these organizations and determined that they were made in the ordinary course of business, the directors had no role with respect to any

of the purchases made by the Company, and the aggregate amounts in each case were less than 2% of the consolidated gross revenues of the

other organization and the Company. In addition, Dr. Cech, Dr. Kelley, Dr. Shenk and Dr. Thier are employed at medical institutions with which
the Company engages in ordinary course of business transactions in the form of purchases and sales. The Board reviewed all transactions with

each of these entities and determined that the directors and director nominee had no role with respect to any of the purchases or sales made by

the Company and the aggregate amounts in each case were less than 2% of the consolidated gross revenues of the other organization and the
Company. Pursuant to Dr. Cech s nomination to the Board of Directors, the Company acknowledged Dr. Cech s employment as an investigator at
the Howard Hughes Medical Institute (the Institute ) at the University of Colorado (the University ), his obligations associated with information
that is proprietary to the Institute and the University, and that his service on the Board will not provide the Company with rights to the results of
his work or with any priority in gaining access to any such results.

Lead Director

In April 2007, the Board appointed a Lead Director of the Board to provide independent leadership to the Board. Dr. Thier has served as Lead
Director since April 2007. The responsibilities of the Lead Director, which are also included in the Policies of the Board available on the
Company s website, are to:

serve as the principal liaison on board-wide issues between the independent members of the Board and the Chairman of the Board;

preside at all meetings of the Board at which the Chairman of the Board is not present, including executive sessions of the
independent members of the Board;

call meetings of the independent members of the Board;

approve meeting agendas for the Board and confer with Management on the supporting material to be sent to the Board for meetings;

approve meeting schedules to ensure that there is sufficient time for discussion of all agenda items;

serve as a liaison between the Board and stockholders on investor matters; and

be available for consultation and direct communication with major stockholders, as appropriate.

Related Person Transactions

Related Person Transaction Policy

The Board of Directors has adopted a written policy (the Policy ) governing the review and approval of any transactions that Company
management determines would be required to be publicly disclosed under Item 404(a) of Securities and Exchange Commission Regulation S-K
( Item 404(a) ).

The policy requires that related person transactions, and any material amendments or modifications to such transactions shall be subject to
review, approval or ratification by the Board, or a Committee of the Board, and monitoring in accordance with the standards set forth below. The
Policy is administered by the Committee on Corporate Governance and is contained in the Policies of the Board.

The following process and guidelines are followed by the Committee on Corporate Governance in determining whether to approve a related
person transaction:
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Company management is responsible for identifying transactions that are or would be related person transactions requiring review
under this Policy through annual submission of and any interim update to Director and Officer questionnaires ( D&O Questionnaire )
or conflict of interest certifications, review of existing or proposed transactions with any related person, and through other

disclosures to and reviews by management. Management is required to provide the Committee on Corporate Governance with all
material information relevant to all related person transactions, with the exception of related person transactions that are excluded
from the reporting requirements under Item 404(a), which shall not be subject to review, approval or ratification by the Committee

on Corporate Governance pursuant to this policy.
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Charitable contributions, grants or endowments by the Company to a university or other academic institution at which a related
person s only interest is as a professor of such university or other academic institution and the aggregate amount involved does not
exceed 0.5% of the recipient organization s total annual revenues shall be deemed pre-approved pursuant to this policy.
Notwithstanding the foregoing, a charitable contribution, grant or endorsement shall not be deemed pre-approved where the related
person has any role in the proposal or review of the contribution, grant or endowment or will specifically benefit from it personally
or professionally.

The members of the Committee on Corporate Governance reviews the material facts of related person transactions, and the members
of the Committee shall either approve or disapprove of the transactions. The Committee only approves the transaction(s) if it
determines that such transaction(s) is fair and reasonable to the Company. If advance approval by the Committee is not feasible, then
the related person transaction is considered and, if the Committee determines it be appropriate, ratified by the members of the
Committee. If after considering the relevant facts and circumstances in connection with such transaction, the Committee determines
that it cannot ratify the related person transaction, then the Committee takes such course of action as it deems appropriate under the
circumstances.

As necessary, the Committee reviews approved or ratified related person transactions throughout the duration of the term of the
transaction, but no less than annually, to ensure that such transaction remains fair and reasonable to the Company.

In determining whether a related person transaction is fair and reasonable to the Company, the Committee considers all relevant
factors, including as applicable: (i) the Company s business rationale for entering into the transaction; (ii) the alternatives to entering
into a related person transaction; (iii) whether the transaction is on terms comparable to those generally available to an unaffiliated
third party under the same or similar circumstances; (iv) the extent of the related person s interest in the transaction; (v) the potential
for the transaction to lead to an actual or apparent conflict of interest; and (vi) the impact on a director s independence in the event the
related person is a director or director nominee, an immediate family member of a director or director nominee, or an entity in which
a director or director nominee is a partner, shareholder or executive officer.

Certain Related Person Transactions

Each director, director nominee and Executive Officer of Merck annually completes and submits to the Company a D&O Questionnaire. The
D&O Questionnaire requests, among other things, information regarding whether any director, director nominee, Executive Officer or their
immediate family members had an interest in any transaction, or proposed transaction, with Merck, or has a relationship with a company which
had or proposes to enter into such a transaction.

After review of the D&O Questionnaires by the Office of the Secretary, the responses are collected, summarized and distributed to responsible
areas within the Company to identify any potential transactions. All relevant relationships and any transactions, along with payables and
receivables, are compiled for each person and affiliation. Management submits a report of the affiliations, relationships, transactions and
appropriate supplemental information to the Board s Committee on Corporate Governance, which is comprised of independent directors, for its
review.

Upon review by the Committee on Corporate Governance of the report of related person transactions, no transactions concerning the Company s
directors, director nominees or executive officers or immediate family members of these individuals require disclosure under Item 404(a).
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Board Committees

The Board of Directors has six standing committees: Audit Committee, Committee on Corporate Governance, Compensation and Benefits
Committee, Finance Committee, Committee on Public Policy and Social Responsibility, and Research Committee. In addition, the Board from
time to time establishes special purpose committees.

Members of the individual standing committees, as of February 1, 2009, are named below:

Public Policy
Corporate Compensation and and Social
Audit Governance Benefits Finance Responsibility Research

L. A. Brun J. B. Cole (1) T. H. Glocer J. B. Cole (1) J. B. Cole (*)(1) H. R. Jacobson
S. F. Goldstone T. H. Glocer S. F. Goldstone 'W. B. Harrison, Jr. (*) H. R. Jacobson W. N. Kelley (*)
T. E. Shenk W. B. Harrison, Jr. W. B. Harrison, Jr. R. B. Lazarus R. B. Lazarus T. E. Shenk
W. P. Weeks W.N. Kelley W. N. Kelley A. M. Tatlock T. E. Shenk (*)(2) S. O. Thier
P. C. Wendell (*) A. M. Tatlock A. M. Tatlock (*) W. P. Weeks S. O. Thier P. C. Wendell

S. O. Thier (*) P. C. Wendell

W. P. Weeks

(*)  Chairperson

(1) resigned effective March 1, 2009

(2) effective March 1, 2009

The Audit Committee, which is comprised of independent directors, is governed by a Board-approved charter that contains, among other

things, the Audit Committee s membership requirements and responsibilities. The Audit Committee oversees the Company s accounting, financial
reporting process, internal controls and audits, and consults with management, the internal auditors and the independent registered public
accounting firm (the independent auditors) on, among other items, matters related to the annual audit, the published financial statements and the
accounting principles applied. As part of its duties, the Audit Committee appoints, evaluates and retains the Company s independent auditors. It
maintains direct responsibility for the compensation, termination and oversight of the Company s independent auditors and evaluates the
independent auditors qualifications, performance and independence. The Audit Committee also monitors compliance with the Foreign Corrupt
Practices Act and the Company s policies on ethical business practices and reports on these items to the Board. The Audit Committee has
established policies and procedures for the pre-approval of all services provided by the independent auditors, which are described on page 66 of
this proxy statement and the approval of the annual internal audit plan as executed by the Internal Audit organization. Further, the Audit
Committee has established procedures for the receipt, retention and treatment, on a confidential basis, of complaints received by the Company,
which are described under Stockholder Communications with the Board on page 20 of this proxy statement. The Audit Committee s Report is
included on page 66 of this proxy statement and the Audit Committee Charter is available on the Company s website
www.merck.com/about/corporategovernance and in print to any stockholder who requests it.

Financial Expert on Audit Committee: The Board has determined that Mr. Peter C. Wendell, who currently is the Managing Director of Sierra
Ventures, is the Audit Committee financial expert. The Board made a qualitative assessment of Mr. Wendell s level of knowledge and experience
based on a number of factors, including his formal education and experience as chief financial officer of Sierra Ventures.

The Committee on Corporate Governance, which is comprised of independent directors, considers and makes recommendations on matters
related to the practices, policies and procedures of the Board and takes a leadership role in shaping the corporate governance of the Company.
As part of its duties, the Committee on Corporate Governance assesses the size, structure and composition of the Board and Board committees,
coordinates evaluation of Board performance and reviews Board compensation.

The Committee on Corporate Governance also acts as a screening and nominating committee for candidates considered for nomination by the
Board for election of directors. In this capacity it concerns itself with the composition of the Board with respect to depth of experience, balance
of professional interests, required
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expertise and other factors. The Committee on Corporate Governance evaluates prospective nominees identified on its own initiative as well as
candidates referred or recommended to it by Board members, management, stockholders or search companies. The Committee on Corporate
Governance uses the same criteria for evaluating candidates recommended by stockholders in accordance with the procedures outlined below as
it does for those proposed by other Board members, management and search companies. To be considered for membership on the Board, a
proposed or recommended candidate must meet the following criteria, which are also set forth in the Policies of the Board: (a) be of proven
integrity with a record of substantial achievement; (b) have demonstrated ability and sound judgment that usually will be based on broad
experience; (c) be able and willing to devote the required amount of time to the Company s affairs, including attendance at Board meetings,
Board committee meetings and annual stockholder meetings; (d) possess a judicious and critical temperament that will enable objective appraisal
of management s plans and programs; and (e) be committed to building sound, long-term Company growth. Evaluation of proposed or
recommended candidates occurs on the basis of materials submitted by or on behalf of the proposed or recommended candidate. If a proposed or
recommended candidate continues to be of interest to the Committee on Corporate Governance, additional information about her/him is obtained
through inquiries to various sources and, if warranted, interviews. As explained on page 3, the Committee on Corporate Governance also
oversees the Board s Incumbent Director Resignation Policy.

In addition to being able to recommend candidates for nomination by the Board, stockholders may themselves nominate a candidate or
candidates for election as directors. For a stockholder to nominate a candidate or candidates for election as a director at the 2010 Annual
Meeting, the stockholder must deliver to the Secretary of the Company by December 29, 2009 a written notice of the stockholder s intention to
nominate the candidate or candidates. As set forth in the Company s By-Laws, the notice of nomination must contain the following information:
(a) the name and address of the stockholder who intends to make the nomination and of the person or persons to be nominated; (b) a
representation that the stockholder is a holder of record of stock of the Company entitled to vote at such meeting and intends to appear in person
or by proxy at the meeting to nominate the person or persons specified in the notice; (c) a description of all arrangements or understandings
between the stockholder and each nominee and any other person or persons (naming such person or persons) pursuant to which the nomination
or nominations are to be made by the stockholder; (d) such other information regarding each nominee proposed by such stockholder as would
have been required to be included in a proxy statement filed pursuant to the proxy rules of the SEC had each nominee been nominated, or
intended to be nominated, by the Board of Directors; and (e) the consent of each nominee to serve as a director of the Company if so elected. All
the director nominees named in this proxy statement met the Board s criteria for membership and were recommended by the Committee on
Corporate Governance for election by stockholders at this Annual Meeting.

All nominees for election at this Annual Meeting were previously elected by stockholders, except for Mr. Brun, Dr. Cech and Mr. Represas.

The Committee on Corporate Governance Charter, the Company s By-Laws and the Policies of the Board, which are the Company s corporate
governance guidelines, are available on the Company s website www.merck.com/about/corporategovernance and in print to any stockholder
who requests them.

The Compensation and Benefits Committee, which is comprised of independent directors, in general

Establishes and maintains a competitive, fair and equitable compensation and benefits policy designed to retain personnel, to
stimulate their useful and profitable efforts on behalf of the Company and to attract necessary additions to the staff with appropriate
qualifications;

Discharges the Board s responsibilities for compensating the Company s executives;

Oversees

competence and qualifications of senior management of the Company,
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senior management succession,

soundness of the organization structure, and

other related matters necessary to insure the effective management of the business; and

Reviews the Compensation Discussion and Analysis ( CD&A ) for inclusion in the Company s proxy statement.
More specifically, the Compensation and Benefits Committee annually reviews and approves corporate goals and objectives relevant to the total
direct compensation that is, changes in base salary, and non-equity and equity incentive plan compensation of the Chief Executive Officer and
other executive officers, evaluates their performance against these goals and objectives, and, based on its evaluation, sets their total direct
compensation. The details of the processes and procedures involved are described in the CD&A beginning on page 22 for the executive s total
direct compensation.

The independent members of the full Board ultimately make the final decisions regarding the CEO s total direct compensation.

The Compensation and Benefits Committee Charter is available on the Company s website www.merck.com/about/corporategovernance and in
print to any stockholder who requests it.

The Compensation and Benefits Committee Report is included on page 40 of this proxy statement.

Role of Compensation Consultants. 'The Compensation and Benefits Committee retains the services of a compensation consultant to serve as

an objective third-party advisor on the reasonableness of compensation levels and on the appropriateness of the compensation program structure

in supporting Merck s business strategy and human resource objectives. In 2008, the Committee retained Frederic W. Cook & Co., Inc. ( Cook ) as
its compensation consultant. Cook s role is to advise on the reasonableness of compensation levels in comparison with those of other similarly
situated companies, and on the appropriateness of the compensation program structure in supporting Merck s business strategy and human

resources objectives.

Cook s work is performed directly on behalf of the Committee, working in cooperation with management, to assist the Committee with executing
its executive compensation-related responsibilities. Cook will do no work for Merck management without the Committee s knowledge and prior
written approval other than occasional non-material assistance to the human resource staff related to Cook s duties to the Committee. Cook will
provide no other services to the Company. During 2008 and prior to selecting its compensation consultant, the Committee directed Merck to
participate in a Cook compensation survey at a cost of $3,400.

In future years, if the Committee s compensation consultant provides significant services to the Company that could reasonably be seen to affect
the compensation consultant s independence, the Company plans to disclose in its proxy materials:

The nature of those services, and

Fees paid for such services.
During 2008, Cook assisted the Committee by:

Reviewing the Company s competitive market data (peer group data and survey data) with respect to the CEO s and senior executives
compensation;
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Providing information on executive compensation trends, as requested.
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Prior to Cook, the Committee retained Mercer Human Resource Consulting ( Mercer ) as its compensation consultant. Mercer provided assistance
in evaluating the Company s executive compensation program and policies, and, where appropriate, assisted with the redesign and enhancement
of elements of the program. The Committee regularly included Mercer in its Executive Sessions without Company management in order to

ensure that there was no actual or perceived conflict of interest. During 2008, Mercer assisted by providing input on the Company s pay
recommendations for the Company s Chief Executive Officer.

Also, in 2008, the Company s Human Resources department retained Towers Perrin to provide various services including some pertaining to
executive compensation. These services included assistance with the design of compensation and incentive programs for Merck s Human
Resources department s consideration. Towers Perrin had no direct role with the Compensation and Benefits Committee s deliberations or
decisions.

The Finance Committee, which is comprised of independent directors, considers and makes recommendations on matters related to the
financial affairs and policies of the Company, including capital structure issues, dividend policy, investment and debt policies, asset and
portfolio management and financial transactions, as necessary. The Finance Committee Charter is available on the Company s website
www.merck.com/about/corporategovernance and in print to any stockholder who requests it.

The Committee on Public Policy and Social Responsibility, which is comprised of independent directors, advises the Board of Directors and
management on Company policies and practices that pertain to the Company s responsibilities as a global corporate citizen, its obligations as a
pharmaceutical company whose products and services affect health and quality of life around the world, and its commitment to high standards of
ethics and integrity. It reviews social, political and economic trends that affect the Company s business; reviews the positions and strategies that
the Company pursues to influence public policy; monitors and evaluates the Company s corporate citizenship programs and activities; and
reviews legislative, regulatory, privacy and other matters that could impact the Company s stockholders, customers, employees and communities
in which it operates. The Committee on Public Policy and Social Responsibility Charter is available on the Company s website
www.merck.com/about/corporategovernance and in print to any stockholder who requests it.

The Research Committee, which is comprised of independent directors, assists the Board in its oversight of matters pertaining to the Company s
strategies and operations for the research and development of pharmaceutical products and vaccines. The Research Committee identifies areas

and activities that are critical to the success of the Company s drug and vaccine discovery, development and licensing efforts, as well as evaluates
the effectiveness of the Company s drug and vaccine discovery, development and licensing strategies and operations. The Research Committee
also keeps the Board apprised of this evaluation process and findings and makes appropriate recommendations to the President of Merck
Research Laboratories and to the Board on modifications of strategies and operations. The Research Committee Charter is available on the
Company s website www.merck.com/about/corporategovernance and in print to any stockholder who requests it.

Compensation Committee Interlocks and Insider Participation

Mr. Thomas H. Glocer, Mr. Steven F. Goldstone, Mr. William B. Harrison, Jr., Dr. William N. Kelley, Ms. Anne M. Tatlock and Mr. Peter C.
Wendell served on the Compensation and Benefits Committee during 2008. There were no Compensation and Benefits Committee interlocks or
insider (employee) participation during 2008.

Board and Board Committee Meetings

In 2008, the Board of Directors met 12 times. Board committees met as follows during 2008: Audit Committee, six times; Committee on
Corporate Governance, seven times; Compensation and Benefits Committee, eight times; Finance Committee, twice; Committee on Public
Policy and Social Responsibility, three times; and the Research Committee, 15 times. All Directors attended at least 75 percent of the meetings
of the Board and of the committees on which they served, with an average attendance of 95 percent.
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Under the Policies of the Board, directors are expected to attend regular Board meetings, Board committee meetings and annual stockholder
meetings. All of the Company s 13 directors, who then comprised the Board, attended the 2008 Annual Meeting of Stockholders.

Non-management directors met in eight executive sessions in 2008. Dr. Thier, Lead Director of the Board, presided over the executive sessions.
Stockholder Communications with the Board

Merck will forward all communications from security holders and interested parties to the full Board, to the Lead Director, to non-management
directors, to an individual director or to the chairperson of the Board Committee that is most closely related to the subject matter of the
communication, except for the following types of communications:

communications that advocate that the Company engage in illegal activity;

communications that, under community standards, contain offensive or abusive content;

communications that have no relevance to the business or operations of the Company; and

mass mailings, solicitations and advertisements.

The Corporate Secretary, in consultation with the General Counsel, will determine when a communication is not to be forwarded.

The Company s acceptance and forwarding of communications to the directors does not imply that the directors owe or assume any fiduciary
duties to persons submitting the communications.

Stockholders and interested parties who wish to do so may communicate directly with the Board, or specified individual directors, by writing to
the following address: Board of Directors, Merck & Co., Inc., P.O. Box 1150, Whitehouse Station, NJ 08889. Further information on
communications to the Board can be found on the Company s website at www.merck.com/about/corporategovernance.

In addition, the Audit Committee has established procedures for the receipt, retention and treatment, on a confidential basis, of complaints
received by the Company, including the Board and the Audit Committee, regarding accounting, internal accounting controls or auditing matters,
and the confidential, anonymous submissions by employees of concerns regarding questionable accounting or auditing matters. These
procedures are described in the Merck Code of Conduct Our Values and Standards, which is also available on the Company s website noted
above.
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Security Ownership of Certain Beneficial Owners and Management

The table below reflects the number of shares beneficially owned by (a) each director of the Company; (b) each executive officer of the
Company named in the Summary Compensation Table; and (c) all directors and executive officers as a group. To the Company s knowledge, no
person or group owns more than 5 percent of the outstanding shares of Merck Common Stock. Unless otherwise noted, the information is stated
as of December 31, 2008 and the beneficial owners exercise sole voting and/or investment power over their shares.

Company Common Stock

Right to Acquire
Shares Beneficial Ownership
Owned Under Options Percent of Phantom Stock Units
Name of Beneficial Owner (a) Exercisable Within 60 Days Class (b)

Richard T. Clark 73,694 1,154,611 & 7,309
Leslie A. Brun 100 0 * 1,332
Johnnetta B. Cole 460 41,373 * 13,386
Thomas H. Glocer 5,100 0 * 4,821
Steven F. Goldstone 1,000 0 * 5,628
William B. Harrison, Jr. 1,400 36,098 * 20,762
Harry R. Jacobson 3,829 0 & 1,794
William N. Kelley 4311 41,373 * 44,614
Rochelle B. Lazarus 4,000(c) 9,998 & 14,157
Thomas E. Shenk 1,000 30,823 * 7,284
Anne M. Tatlock 1,078(c) 36,098 & 23,578
Samuel O. Thier 20 41,373 * 32,081
Wendell P. Weeks 200(c) 14,998 & 15,766
Peter C. Wendell 2,500 14,998 * 17,655
Peter N. Kellogg 0 55,800 o 0
Peter S. Kim 65,274 820,821 * 17,721
Kenneth C. Frazier 80,177 747,666 * 0
Bruce N. Kuhlik 12,323 69,886 * 0
All Directors and Executive Officers as a
Group 381,745(d) 4,768,784 & 249,795

(a) Includes equivalent shares of Common Stock held by the Trustee of the Merck & Co., Inc. Employee Savings and Security Plan for the
accounts of individuals as follows: Mr. Clark 2,944 shares, Mr. Kellogg 0 shares, Dr. Kim 910 shares, Mr. Frazier 2,141 shares, Mr. Kuhlik 0
shares, and all directors and executive officers as a group 26,964 shares.
Does not include restricted stock units denominated in Merck Common Stock under the 2007 Incentive Stock Plan as follows: Mr. Clark 166,500
shares, Mr. Kellogg 91,700 shares, Dr. Kim 109,700 shares, Mr. Frazier 66,400 shares, Mr. Kuhlik 44,815 shares, and all directors and executive
officers as a group 738,365 shares.

(b) Represents phantom shares denominated in Merck Common Stock under the Plan for Deferred Payment of Directors Compensation or the
Merck & Co., Inc. Deferral Program.

(¢) Includes shares of Common Stock in which the beneficial owners share voting and/or investment power as follows: 1,700 shares held by
Ms. Lazarus spouse and 300 shares held in a custodial account for Ms. Lazarus minor child; 678 shares held by Ms. Tatlock s spouse; and
100 shares held in a custodial account for Mr. Weeks minor child.

(d) Does not include shares of Common Stock held by family members in which beneficial ownership is disclaimed by the individuals as
follows: all directors and executive officers as a group 7,180 shares.
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Compensation Discussion and Analysis

The Compensation Discussion and Analysis ( CD&A ) describes the material elements of compensation for the Merck executive officers

identified in the Summary Compensation Table ( Named Executive Officers ). As more fully described beginning on page 17, the Compensation
and Benefits Committee of the Board (the Committee ) makes all decisions for the total direct compensation that is, the base salary, annual cash,
and long term incentive awards of the Company s executive officers, including the Named Executive Officers. The Committee s recommendations
for the total direct compensation of the Company s Chief Executive Officer are subject to approval of the Board of Directors. The Committee

also has oversight responsibility of indirect compensation policies and programs, such as long-term incentive programs.

The day-to-day design and administration of pension, savings, health, welfare, and paid time-off plans and policies applicable to salaried,
U.S.-based employees in general are handled by teams of Company Human Resources, Shared Services, Finance, and Legal Department
employees. The Committee (or Board) remains responsible for certain fundamental changes outside the day-to-day requirements necessary to
maintain these plans and policies.

Merck s Business Environment

Merck is a global research-driven pharmaceutical company dedicated to putting patients first. Established in 1891, Merck discovers, develops,
manufactures and markets vaccines and medicines to address unmet medical needs. The Company also devotes extensive efforts to increase
access to medicines through far-reaching programs that not only donate Merck medicines, but also help deliver them to the people who need
them most.

Our Mission. Merck s mission is to provide society with superior products and services by developing innovations and solutions that improve
the quality of life and satisfy customer needs, to provide employees with meaningful work and advancement opportunities, and to provide
investors with a superior rate of return.

Our Values. Our business is preserving and improving human life. All of our actions must be measured by our success in achieving this goal.
We value, above all, our ability to serve everyone who can benefit from the appropriate use of our products and services, thereby providing
lasting consumer satisfaction.

We are committed to the highest standards of ethics and integrity. We are responsible to our customers, to Merck employees and their families,
to the environments we inhabit, to our shareholders, and to the societies we serve worldwide. In discharging our responsibilities, we
continuously strive to exhibit professional and ethical standards beyond reproach in all that we do. We are dedicated to the highest level of
scientific excellence and commit our research to improving human and animal health and the quality of life. We strive to identify the most
critical needs of consumers and customers, and we devote our resources to meeting those needs. Our ability to meet our responsibilities depends
on maintaining a financial position that allows for investment in leading-edge research and that makes possible effective delivery of research
results. We recognize that the ability to excel to most competitively meet society s and customers needs depends on the integrity, knowledge,
imagination, skill, diversity, and teamwork of our employees, and we value these qualities most highly. To this end, we strive to create an
environment of mutual respect, encouragement and teamwork an environment that rewards commitment and performance and is responsive to
the needs of our employees and their families.

Compensation Program Objectives and Strategy
Objectives

Merck s compensation and benefits programs are driven by Merck s business environment and are designed to enable us to achieve our mission
and adhere to Company values. The programs objectives are to:

Reflect and maintain Merck s position as an industry leader in the development of innovative medicines;

Attract, engage, and retain a workforce that helps us achieve immediate and future success;
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Motivate and inspire employee behavior that fosters a high-performing culture through a lean and flexible business model;

Support a shared, one-Company mindset of performance and accountability to deliver on business objectives; and

Align the interests of our senior executives with those of our shareholders to ensure prudent short-term actions that will benefit the
long-term value of the Company.

All of Merck s compensation and benefits for its Named Executive Officers described below have as a primary purpose the Company s need to
attract, retain, and motivate highly talented individuals to lead the Company in achieving its mission while upholding our values in a highly
competitive marketplace.

Considering Merck s mission of being a leader in discovering and bringing to market proven, innovative medicines that address unmet medical
needs, it is critical to hire, engage and retain the best talent and thought leaders globally in academia and the pharmaceutical industry to leverage
diverse experiences and cutting-edge thinking. Each compensation component has a specific purpose in meeting the Company s program
objectives described above.

Base salary and benefits are designed to provide our executives with fixed compensation and basic protections necessary to ensure a
reasonable standard of living relative to that offered by competing organizations. This component serves to attract and retain
high-quality executives over time and mitigates pressure that might otherwise exist to support high-risk business strategies.

Annual cash awards under the stockholder-approved Executive Incentive Plan ( EIP ) are designed to focus employees on the objectives
identified in the Company Scorecard for a particular year, and the individual objectives set at the start of the year in connection with

their Personal Performance Grids ( PPGs ) to ensure shared and personal performance accountability. Shown as Non-Equity Incentive
Plan Compensation in the Summary Compensation Table on page 41, we designed awards to motivate executives to break down

business unit silos, increase collaboration and teamwork, and achieve financial and non-financial performance objectives that are key to
the Company s annual strategic plan and inherent in ensuring the best outcome for Merck.

Long-Term Incentives stock options, performance share units ( PSUs ) and restricted stock units ( RSUs ) are granted under the
stockholder-approved Incentive Stock Plan ( ISP ). These awards balance the shorter-term outlook of achieving objectives motivated
through the EIP with the broader focus on achieving long-term success, as reflected in increases to the Company s stock price, growth in
its earnings per share, and achievement of other critical performance goals over a period of several years. In doing so, long-term
incentive awards and the EIP ensure that executives appropriately consider the risk inherent in short-term decisions with regard to the
future performance of the Company, and vice versa. In addition, long-term incentives provide our executives with a competitive
compensation opportunity relative to companies with which we compete for human and financial capital, which supports the Company s
attraction and retention objectives. They also link realized pay to changes in shareholder value, which fosters alignment between the
economic interests of both management and shareholders.

Severance and change in control plans are designed to facilitate the Company s ability to attract and retain executives as the Company
competes for talented employees in a marketplace where such protections are commonly offered. The Separation Benefits Plan
described below beginning on page 37 helps to attract leaders in the marketplace by mitigating the risk they assume as they join a new
Company that is undergoing significant change. It is also intended to provide benefits to ease an employee s transition from an
unexpected employment termination by the Company due to ongoing changes in the Company s employment needs. The Change in
Control Separation Benefits Plan encourages employees to remain focused on the Company s business in the event of rumored or actual
fundamental corporate
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changes, and to motivate management to act in the best interests of the Company with regard to possible merger and acquisition

transactions.
Individual executive officer compensation levels and opportunities are compared to a peer group of large pharmaceutical companies that
participate in a pharmaceutical industry compensation survey. The survey is conducted by Towers Perrin HR Services, an independent
consulting firm, and is monitored by a third-party antitrust counsel. In 2008, in addition to Merck, the participating companies included: Abbott
Laboratories, Amgen, Astra Zeneca, Bristol-Myers Squibb, Eli Lilly, GlaxoSmithKline, Hoffman-LaRoche, Johnson & Johnson, Novartis,
Pfizer, Sanofi-Aventis, Schering-Plough, and Wyeth (collectively, the Peer Companies ). In general, our overarching strategy is to position
Merck executive compensation as follows:

Base salaries are targeted at the 50% percentile (median) compared to the Peer Companies

Total cash compensation that is, base salary plus annual cash awards is highly leveraged, varies with performance, and is targeted at the
50t percentile

Total direct compensation total cash plus annual Long-Term Incentive grants, but excluding Leader Share or other special long-term
grants is targeted at the 50 percentile
Compensation for individual executives may be positioned above or below the 50™ percentile based on scope of responsibility versus the Peer
Companies, market availability of top proven talent, and/or the critical need to ensure the employee remains with the Company.

Due to the focus on variable incentives, there is a distinct difference between the target compensation levels referenced above and actual realized
pay, which varies based on the degree to which the Company attains the performance goals underlying the EIP and long-term incentive awards
as well as changes in shareholder value.

Summary of Actions Regarding Annual CEO Compensation Decisions

The following table summarizes the compensation decisions made by the Board for the Company s CEO in February 2009 and February 2008. It
is presented in this CD&A to show that while the Summary Compensation Table indicates that Mr. Clark s total earnings in 2008 are higher than
his total earnings in 2007, the total direct compensation approved in February 2009 is lower than that which was approved in February 2008.

The amounts indicated in the table below reflect Mr. Clark s total direct compensation base salary, EIP, and long-term incentive awards for each
compensation planning cycle. They represent the Board s February 2009 and February 2008 annual compensation decisions, which were made
after reviewing the CEO s and the Company s prior-year performance as well as considering potential future contributions to the Company. The
values are not reflected directly in the Summary Compensation Table as a result of the reporting requirements under SEC rules; however, they
provide insight into how the Board positioned the total value of the CEO s direct compensation from year to year.

Grant Date
Value of
Annual Long-

Compensation Total Cash Term Total Direct

Base Salary (3) EIP Compensation Incentive Compensation
Approval Date (A) (B) (A+B) (C) (A+B+C)
Feb 2009 (1) $ 1,800,000 $2,244,510 $ 4,044,510 $ 10,117,656 (4) $ 14,162,166
Feb 2008 (2) $ 1,800,000 $4,311,059 $ 6,111,059 $ 13,219,425 (5) $ 19,330,484

(1) Base salary effective March 1, 2009; EIP awarded for 2008 performance year; estimate of the grant date value of long-term incentive

expected to be awarded in or around April 2009.
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(2) Base salary effective March 1, 2008; EIP awarded for 2007 performance year; grant date value of long-term incentive awarded on
February 29, 2008.

(3) Refers to the base salary approved in February 2009 and February 2008 not the total amount earned in a given year.
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(4) The grant is a 50%/20%/30% mix of stock options, RSUs, and PSUs. Options converted to RSUs and PSUs on a 4-for-1 basis. The amount
shown is calculated as if options, RSUs and PSUs were granted on February 24, 2009, using $28.53 (the closing price of Merck common
stock on February 24, 2009) as the grant date share price and the Black-Scholes accounting option value. The 2009 award is expected to be
granted in or around April 2009 and the actual Black-Scholes value will be determined on the grant date. The number of options and RSUs
will be reduced to the extent necessary to ensure that the grant date value will not exceed the value shown. Note that the actual realized
value, if any, of the long-term incentive awards depends on changes in stock price that occur after grant, and in the case of performance
shares, whether the underlying performance goals are achieved.

(5) The February 2008 award was granted on February 29, 2008, when the closing price of Merck stock was $44.30.

As shown above, the total direct compensation approved for Mr. Clark in February 2009 is 27% less than what was approved in February 2008.
Further explanation of the actions taken by the Board in awarding this compensation are discussed elsewhere in this CD&A. Note that this
supplemental information is not intended to be a substitute for the information provided in the Summary Compensation Table required by the
SEC s executive compensation disclosure rules.

The Elements and Design of Merck s Compensation Program
Base Salary

Executive officer base salaries reflect job responsibilities and individual contributions, with reference to base salary levels of executives at the
Peer Companies. Base salaries are included in determining an employee s retirement benefits (as more fully described on page 49) and are the
only element of compensation used in determining the amount of contributions permitted under the Company s Employee Savings and Security
Plan (the 401(k) Plan ).

CEO

Effective March 1, 2008, the Committee recommended and the Board (other than Mr. Clark) reviewed and approved an increase in Mr. Clark s
base salary from $1,700,004 to $1,800,000. This increase positioned Mr. Clark s base salary at approximately the 50 percentile of CEO s at the
Peer Companies. The Committee recommended and the Board approved that Mr. Clark s base pay remain unchanged for 2009. The factors
considered in reaching this decision were Mr. Clark s request that he receive no base pay increase for 2009, in light of the challenging business
environment and the resulting difficult but necessary decisions taken by the Company, and the competitive positioning of Mr. Clark s salary.

Other Named Executive Officers

The Committee determines base salaries for executive officers, including the Named Executive Officers, each year based on the following
factors:

Recommendations from the CEO, which reflect his evaluation of individual performance and expected future contributions;

Review of survey data to ensure competitive compensation against the external market generally defined as the Peer Companies; and

Comparison of the base salaries of the executive officers who report directly to the CEO to ensure internal equity.
In early 2008, as part of the annual total compensation management process applicable to all Merck salaried employees throughout the world,
Mr. Clark recommended, and the Committee reviewed and approved, base salary increases ranging from 4% to 6% for the Named Executive
Officers.
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Base salaries paid to executive officers are not considered performance-based compensation under Section 162(m) of the Internal Revenue Code
(the Code ). Therefore, for federal income tax purposes, a corporate deduction is allowed for covered employees generally, the Named Executive
Officers from year to year but excluding the Chief Financial Officer to the extent base salary plus other compensation subject to Section 162(m)
does not exceed $1 million. If the executive defers the excess into the Merck & Co., Inc. Deferral Program, the Company can generally deduct

the amount when the income becomes taxable to the executive, assuming that the executive is no longer subject to the Section 162(m) deduction
limit at such time.

Annual Cash Awards

Annual cash awards are generally targeted to deliver total cash compensation (i.e., salary plus annual cash awards) consistent with the median of
market practice, as referenced primarily against the target cash compensation of executives at the Peer Companies. The actual amount of total
cash compensation may vary from target based on performance against objectives, which includes Company-wide and individual goals that are
set at the start of each fiscal year.

Target annual cash awards for Named Executive Officers (along with other employees) vary based on a number of factors, including market
practices as indicated by the Peer Company survey data, as well as skill set, experience, and importance of each executive to the Company.
Target awards are set so that the level of at-risk compensation varies directly with each executive s degree of responsibility, fostering a culture of
accountability and ensuring that realized pay varies based on the degree to which goals set by the Board and Committee are achieved.

Mr. Clark s target award opportunity is set at 150% of his annual salary, and target award opportunities for the other Named Executive Officer s
ranges between 95% and 105%. The Committee annually reviews officer compensation levels to ensure internal equity as well as appropriate
positioning to our Peer Companies. Although these reviews occur annually, targets within an employee band are adjusted (up or down) only if a
sustained disparity to market or internal practice exists. In February 2008, after an in-depth analysis of peer companies, the Committee
recommended and the Board (other than Mr. Clark) reviewed and approved an increase in Mr. Clark s target cash award from 140% to 150% to
better align with market practice. No changes to target award opportunities were made for the other Named Executive Officers.

Cash Award Methodology

The EIP is a shareholder-approved plan that is administered by the Committee. It is designed to provide cash awards to employees who are
subject to Section 16 of the Securities Exchange Act of 1934. Compensation paid under this plan is treated as performance-based compensation
under Section 162(m) of the Internal Revenue Code. Payments are based on an objective formula defined in the plan. The Committee can use its
discretion to reduce the awards payable under this formula for executive officers.

The methodology used by the Committee for determining annual cash awards for executive officers is the same as that which is used for other
senior management employees. There are two award components with specific weightings:

70% of the award is determined by Company performance as reflected by the Company Scorecard. The Company component will range
between 50% and 200% of target.

30% of the Award is determined by individual performance as reflected by PPGs personal performance and development objectives. The
individual performance will range from 0% to 200% of target.
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The sum of the above is then adjusted higher or lower based on the individual s performance relative to the Merck Leadership Standards

( MLS ). This leadership multiplier ranges from 60% to 130% based on the executive s demonstration of courage, collaboration, customer

focus and championing change. These four leadership standards were highlighted in the annual cash awards because the Committee

believes that these leadership behaviors are critical to ensuring the Company s transformation to a high-performing organization.
No annual cash award will be paid to an individual if Company or individual performance is below minimum performance expectations as
determined by the Committee. This methodology is intended to reinforce consistency and uniformity of performance standards across the global
organization at all levels, create a better line of sight between results and rewards, and underscore the importance of leadership in driving the
Company s transformation to a high-performing organization.

Company Scorecard

As approved by the Board, the Company Scorecard for 2008 contained 19 specific measures and associated targets aligned with the Company s
strategy. Achieving the target performance for all measures would yield a score of 100 points. Consistent with the Company s Strategy Map,
which is focused on reclaiming our leadership in the discovery, development, and commercialization of innovative medicines and vaccines,
there were four sections in the 2008 Company Scorecard:

Financial outcomes, which refers to maximizing shareholder value by growing revenue, optimizing the Company s cost structure, and
growing earnings.

Customer outcomes, which refers to becoming an industry leader in delivering value to customers by focusing on a new commercial
model as well as delivering products that address unmet medical needs and improve patient outcomes.

Internal Business Driver outcomes, which refers to delivering innovative and differentiated products by maximizing pipeline value, as
well as creating a lean and flexible business model by streamlining processes and costs throughout the Company.

People and Culture outcomes, which refers to creating a high-performance organization by fostering a high-performing culture,

leveraging employee and supplier diversity, and building and retaining the talent to win.
The Company Scorecard is calibrated so that results will range between 50% and 200% of target award opportunity, commensurate with
performance. The stretch (200%) and threshold (50%) goals are set to ensure the Company s financial performance achieved in each scenario
will cover the cost of the cash awards. However, the Committee has the discretion to determine that no annual cash awards will be made to any
employees, including the Named Executive Officers, if it determines, on a qualitative basis, that overall performance on the Company Scorecard
is too low. Moreover, the Company Scorecard achievements are always assessed based on whether the Company achieved the Scorecard results
extraordinarily well, or poorly, considering (1) sales and marketing compliance as determined by outcomes of regulatory review and inspections,
such as those of the Food and Drug Administration, and (2) progress on health and safety outcomes as determined by other regulatory and
environmental matters. These factors are all deeply embedded in the day-to-day culture of the Company.
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For 2008, the Company received a final score of 75.9, as reflected in the following table:

Category Target Points Earned Points
Financial Outcomes (1) 45 39.8
Customer Outcomes 15 12.0
Internal Business Drivers 30 14.5
People & Culture 10 9.6
Total 100 75.9

(1) Financial Outcomes measures are focused on (1) revenue due to the importance of ensuring top-line growth with equal weight on
performance compared to the Leading Healthcare Companies ( LHCs ) and the Company s internal plan as approved by the Board;
(2) normalized EPS, which, per Generally Accepted Accounting Principles, is earnings per share excluding extraordinary items due
to the importance of ensuring an appropriate return to shareholders with equal weight on performance compared to the LHCs and the
Company s internal plan as approved by the Board; and (3) cash flow to reflect the importance of ensuring that adequate cash is
available to fund such things as Research & Development investments, licensing opportunities and the Company dividend.
The Committee did not make any fundamental changes to the process or Company Scorecard for 2009.

CEO Objectives and Performance

The maximum award payable to Mr. Clark for 2008 performance, as determined under the formula approved by shareholders in the EIP, was
$19.5 million. Mr. Clark s actual award, as indicated below and in the Summary Compensation Table on page 41, was adjusted down from the
maximum by the Board. His actual award is based on (a) his target award opportunity of 150% of salary, (b) achievement of the Company
Scorecard objectives (70% weight) and his PPG objectives (30% weight), and (c) an assessment of his performance against the Merck
Leadership Standards. Mr. Clark s target award opportunity and PPG objectives were both established at the beginning of 2008 by the Board.

The PPG objectives are based on Leadership and Personal Development, and include objectives related to strategic planning, executive

succession planning and talent development, and customer initiatives. Based on the Board s evaluation of Mr. Clark s performance relative to the
PPG objectives and the Leadership Standards, the Board (other than Mr. Clark) determined that Mr. Clark achieved 100% of his PPG, and no
additional bonus was provided based on the leadership modifier of 100%.

Based on the Company result of 75.9% and an evaluation of Mr. Clark s individual performance as discussed above, the Board (other than

Mr. Clark) determined Mr. Clark s actual bonus to be $2,244,510 or 83% of target. This level of EIP payout, which is 48% lower than Mr. Clark s
EIP award for 2007, reflects the Company s financial and strategic performance during 2008, recognizes Mr. Clark s contributions and leadership
in challenging times, and is generally consistent with the actual EIP awards as a percent of target provided to other officers.

Other Named Executive Officers Objectives and Performance

A similar process was employed by the Committee with respect to the remaining Named Executive Officers, each of whom is rated on between
five and 16 different measures, which varied by area of influence within the Company. Some of the material metrics included:

Leadership Assessment and Implementation;

Finance and Strategy;

Contribution to Merck s Plan to Win;
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Regulatory Approvals and Submissions; and

Oversight of Joint Ventures.
For 2008, named executive officers received below target annual cash bonuses, which reflect the Company s overall performance for the year.

Mr. Kellogg s award reflects his personal leadership in driving Finance s above-target performance against its scorecard measures, including
implementing an efficient and flexible organization model, building a high- performance team, and effectively managing operating expenses.
Mr. Kellogg also provided leadership and full support for the COMET SAP implementation work plan, including the successful pilot in Puerto
Rico.

Dr. Kim s award is based on Merck Research Laboratories below-target performance against its division scorecard measures. Despite overall
division performance, Dr. Kim continued to make progress in creating a leaner, more efficient organization, including decreasing cycle time and
increasing productivity in late stage clinical development. Additionally, Merck BioVentures was integrated into the business to optimize and
further advance the Company s GlycoFi technology investment.

Mr. Frazier s award reflects Global Human Health s overall below-target performance against its division scorecard measures in a particularly
challenging environment. Though results overall were below target, under Mr. Frazier s strong leadership, a number of key markets around the
world substantially exceeded their performance targets. He also played a key role in advancing the Company s new commercial model in the
United States and around the world.

Mr. Kuhlik s award is based on above-target performance by the divisions he leads. It also recognizes his contributions in continuing Merck s
successful litigation strategy, establishing high-performing Global Communications and Public Policy functions, strong performance in
obtaining and maintaining patent and marketing exclusivity, legal support of licensing and acquisition opportunities, and managing operating
expenses.

The table below shows the 2008 annual cash awards calculated by the methodology described above.

Targets Actuals

Annual Base Target Target

Salary (as of Annual Annual Indiv. &
Named Executive Officer 12/31/08) $ Cash Award % Cash Award $ Co. $ MLS Adj. $ (1) Total $
R. Clark 1,800,000 150% 2,700,000 1,434,510 810,000 2,244,510
P. Kellogg 881,928 95% 837,832 445,140 276,484 721,624
P. Kim 1,040,004 105% 1,092,004 580,182 294,841 875,023
K. Frazier 1,019,208 105% 1,070,168 568,580 417,575 986,155
B. Kuhlik 689,004 95% 654,554 347,764 216,003 563,767

(1) This amount includes an MLS adjustment for Mr. Frazier.

The Company intends that executive officer compensation be fully deductible for federal income tax purposes, taking into account

Section 162(m), provided that other compensation objectives are met. The Company believes annual cash awards paid to executive officers
under the stockholder-approved EIP generally are deductible for federal income tax purposes because they qualify as performance-based
compensation under Section 162(m) of the Internal Revenue Code.

Annual cash awards are included in determining an employee s retirement benefits in the year earned, regardless of whether they are paid
immediately or deferred into the Deferral Program (as more fully described under Nonqualified Deferred Compensation beginning on page 53).
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Long-term incentive ( LTI ) grants to executive officers are based on job responsibilities and potential for individual contributions, with reference
to the levels of total direct compensation (total cash compensation plus the value of LTI) of executives at the Peer Companies. As with the
determination of base salaries and annual cash awards, the Committee exercises judgment and discretion in view of the above criteria and its
general policies. While LTI grants are made with reference to total direct compensation of executives at the Peer Companies, they are not

intended to achieve a precise percentile in any given year. Rather, the Committee generally compares LTI grants for Company senior officers,
including the Named Executive Officers, to their peers outside of the Company based on the Committee s view of what is required to attract,
retain, and motivate our top executives over the long term.

The Company provides non-qualified stock options, performance share units ( PSUs ) and/or restricted stock units ( RSUs ) to certain employees,
including the Named Executive Officers. This combination of stock- based incentives is intended to support important strategic, financial, and
human resource objectives by (1) aligning the interests of management with shareholders tying the value realized to changes in share price,

(2) enhancing retention of key talent, and (3) encouraging management to achieve multi-year strategic and financial objectives.

All three LTI vehicles support these three objectives, but the degree to which they do so varies depending on a variety of factors, many of which
are outside the Company s control (e.g., financial market volatility and other economic factors).

Stock options most directly support the shareholder alignment objective because their ultimate payout is zero in the absence of
appreciation in the Company stock price.

RSUs most directly support the talent retention objective because they retain value even during periods when the stock price may fall or
Company performance slips. This characteristic is especially important over the short-term, when there may be a disconnect between
changes in share price and operating performance as a result of general volatility in financial markets and other factors outside
management s control.

PSUs most strongly support the objective of linking realized pay to achievement of critical financial objectives because the earned

award varies based on both the number of shares earned which fluctuates based on results versus a predetermined performance

schedule as well as changes in share price.
Together, these vehicles operate to ensure that the Company s long-term incentive program remains durable and supportive of its objectives over
a multi-year period. The program serves to encourage executives to manage the business in the shareholders best interests over the long term, to
adjust business strategy to emerging challenges, and to carefully assess the implications associated with the degree of risk that various initiatives
and investment opportunities pose.

To provide financial flexibility for executives, which increases the perceived value of the overall program, and to support the objectives set forth
above, the Company allows executives to choose how they will receive 30% of their annual LTI grants. The Named Executive Officers other
than the CEO were offered a choice between (a) 70% stock options/30% PSUs or (b) 40% stock options/30% RSUs/30% PSUs with a 4-for-1

exchange ratio between options and share units. Mr. Clark s LTI mix for 2008, determined by the Committee and approved by the Board, was
50% stock options/20% RSUs/30% PSUs. This mix was chosen both to reduce emphasis on RSUs as well as to increase the performance-based
exposure of these incentives to 80% (i.e., 50% stock options and 30% PSUs).
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Each executive level has a unique target grant, with the most senior executives who have a greater impact on the Company having higher target
grants and less senior executives having lower targets (as shown below). In determining how much of the target grant will actually be made, the
Committee and, in the case of Mr. Clark, the full Board of Directors (other than Mr. Clark) exercises discretion after considering criteria
primarily related to market data, as well as other factors, including the executives future potential contributions, sustained performance, degree
of importance to the Company, tenure and experience in the role, and skill set relative to industry peers and other Company executives of
comparable level. LTI grants have no effect on the amount of an employee s retirement or other benefits. The Named Executive Officer target
annual LTI levels and actual grants in 2008 (excluding Leader Share grants of RSUs described below) are shown in the following table:

Annual LTI Grant
NEO Target Actual
Shares (1) Value (2) Shares (1) Value (2)

Mr. Clark 1,230,000(3) $13,219,425 1,230,000 $13,219,425
Mr. Kellogg 156,000 $ 1,686,828 156,000 $ 1,686,828
Dr. Kim 240,000 $ 2,595,120 288,000 $ 3,114,144
Mr. Frazier 240,000(4) $ 2,595,120 360,000 $ 3,892,680
Mr. Kuhlik 156,000 $ 1,686,828 156,000 $ 1,686,828

(1) Denominated in stock option equivalents.

(2) The value of both the target and actual LTI grants were calculated based on an assumption that the Named Executive Officers (excluding
Mr. Clark) chose a 40%/30%/30% mix of stock options, RSUs, and PSUs, respectively. Mr. Clark received a 50%/20%/30% mix of Stock
Options, RSUs, and PSUs, respectively. The stock option values were calculated using a Black-Scholes value of $10.42 per share, and the
RSU and PSU values were calculated using the closing price on the grant date, February 29, 2008, which was $44.30.

(3) After reviewing information concerning Mr. Clark s compensation relative to market data for CEOs of peer pharmaceutical companies, the
Board of Directors (other than Mr. Clark) approved an annual target LTI grant of 1,230,000 in February 2008.

(4) Mr. Frazier s LTI target was increased from 156,000 to 240,000 in July 2007 for the 2008 grant.

In February 2009, the Committee recommended, and the Board (other than Mr. Clark) approved, Mr. Clark s long-term incentive award to be
1,465,000 stock option equivalents or such lesser number based on a grant date value of no more than $10,177,656 (as described on page 25,
footnote 4). The number of shares of his award as of the approval date of February 24, 2009, is 19% above Mr. Clark s target award of 1,230,000
stock option equivalents. The value of the award, however, is 23% lower on a grant date value basis than the long-term incentive award granted
to Mr. Clark in February 2008.

Stock Options

Stock options enable executives to share in the financial gain derived from the potential appreciation in stock price from the date that the option
is granted until the date that the option is exercised. The exercise price of a stock option grant is set at the fair market value on the grant date.
Under the stockholder-approved Incentive Stock Plan, the Company may not grant stock options at a discount to fair market value or reduce the
exercise price of outstanding stock options (except to avoid loss of participant value in the case of a stock split or other similar event). The
Company does not grant stock options with a so-called reload feature, nor does it loan funds to employees to enable them to exercise stock
options. The Company s long-term performance ultimately determines the value of stock options, because gains from stock option exercises are
entirely dependent on the long-term appreciation of the Company s stock price.

Because a financial gain from stock options is only possible after the price of Merck common stock has increased, the Company believes grants
encourage executives and other employees to focus on behaviors and initiatives that should lead to a sustained long-term increase in the price of
Merck common stock, which benefits all Merck stockholders.

Table of Contents 53



Table of Contents

Edgar Filing: MERCK & CO INC - Form DEF 14A

31

54



Edgar Filing: MERCK & CO INC - Form DEF 14A

Table of Conten

Subject to their terms, stock options currently awarded as part of the Company s annual long-term incentive grant process vest in equal
installments on the first, second, and third anniversaries of the grant date and expire on the day before the tenth anniversary of the grant date.
The vesting schedule has been in place since 2002.

No Backdating or Spring Loading
Merck does not backdate options or grant options retroactively. In addition, we do not intentionally coordinate grants of options so that they are
made before announcement of favorable information, or after announcement of unfavorable information. Merck s options are granted at fair
market value on a fixed date or event, with all required approvals obtained in advance of or on the actual grant date. Fair market value is the
closing price of a share of Merck common stock on the grant date. In certain countries, a higher, but not lower, grant price may be used to satisfy
provisions of local applicable law. All grants to executive officers require the approval of the Committee.

Until February 24, 2009, the Company s general practice was to grant options only on the annual grant date and on a specified date each quarter;
however, there were occasions when grants were made on other dates to support strategic priorities, such as attraction or retention of a key
executive. Such option grants were contingent upon a determination by the Company s General Counsel that the Company was not in possession
of material undisclosed information. Effective for grants made after February 24, 2009, the Company will instead generally grant options and
RSUs four times a year, in each case on the third business day following announcement of the Company s quarterly earnings. These dates were
chosen to ensure that grants are made shortly after Merck has released information about its financial performance and the streamlined procedure
will reduce administrative burdens for Company personnel. However, the Committee reserves the right to change the time when grants are

made, in view of its responsibility to take into account all facts and circumstances so as to ensure that grants are consistent with our
compensation philosophy and objectives.

Company Stock Units

Performance Share Units ( PSUs ) and Restricted Stock Units ( RSUs ) grants provide for the payout of shares of Merck Common Stock, generally
in three years, if the recipient has met certain continued performance and/or service requirements.

PSUs
Executives are granted a target award opportunity at the beginning of a multi-year performance cycle that is denominated in phantom shares of
Merck stock. The number of shares that is ultimately earned varies based on the Company s performance against a pre-set objective or set of
objectives. The performance period for all PSUs granted through December 31, 2008, is three years. No dividends or dividend equivalents are
paid during or after the award period. Through 2008, the Company made five PSU annual grants in 2004, 2005, 2006, 2007, and 2008.

For grants made prior to 2008, payouts generally depend on earnings per share growth relative to other LHCs over the three-year performance
period. For grants made in 2008, the Committee revised the EPS performance metric to

Support the Company s Plan to Win 2010 deliverables;

Depend on measures that executives can influence;

Link directly to measurable performance; and

Provide a reasonable probability of target payout along with challenging stretch targets to ensure the program is credible and has
perceived value.
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Starting with 2008 grants, PSU awards are made under a four-step process that spans the three-year performance cycle:

Step 1:  Early in the first year, the Committee will award eligible executives grants of PSUs. One third of the award is a target
annual tranche.

Step 2:  Early each year of the performance cycle, the Committee will set EPS goals by adopting a schedule relating EPS
minimum, target, and stretch goals (and interim points) applicable to that annual tranche. The schedule will relate a
50% payout accumulation of the annual tranche for minimum EPS achievement, 100% for target, and 200% for attaining
the stretch goals.

Step 3:  After the end of the third year, the results of the three annual tranches as determined in Step 2 will be aggregated to
determine a preliminary award.

Step 4:  For grants made in 2008 and 2009, the result from Step 3 will then be increased or decreased depending on the five-year

EPS compound annual growth rate ( EPS CAGR ) between 2005 and 2010 based on the Company s Plan to Win
deliverables. The modification of the Step 3 preliminary award will range from an overall decrease of 20% or increase of
20% for achievement of 0% (or less) EPS CAGR or 20% (or more) EPS CAGR, respectively. For grants made after 2009,
the Committee intends to increase or decrease the result from Step 3 by 20% based on the Company s three-year total
shareholder return ranking (difference in share price plus dividends, if any) as compared to other LHCs as in effect at that
time.

The table below shows the payout schedule described in Step 2 for the first year of the grant made in 2008. Interim points of EPS achievement

between stretch, target and minimum goals are interpolated.

Stretch Goal Target Minimum
EPS: $ 3.50 or more $ 3.33 $ 325
Payout: 200% 100% 50%

The Committee may adopt different performance measures for PSU grants from time to time, as it deems appropriate at the time of each grant.
Additional information regarding PSUs is provided under Grants of Plan-Based Awards beginning on page 43 and Outstanding Equity Awards
beginning on page 45.

Payouts, if any, of all PSUs granted in 2008 to executive officers under the stockholder-approved Incentive Stock Plan are expected to be fully
deductible for federal income tax purposes because they qualify as performance-based compensation under Section 162(m) of the Internal
Revenue Code.

RSUs
As part of the 2008 annual LTI grant process, executives (other than the CEO) and certain other management employees could elect to receive
one RSU in lieu of receiving four options for 30% of their annual grant (if any). The election is made before the amount of any person s LTI
grant is determined. Subject to their terms, these RSUs vest on the third anniversary of the grant date. Dividend equivalents are paid on RSUs.

The Company also grants RSUs to employees under special circumstances outside of the annual Long Term Incentive process. Grants under the
Leader Shares program are made from time to time to a very limited employee population in connection with talent management and retention
objectives, giving particular attention to employees leadership potential and potential future contributions in achieving critical business goals and
objectives.

RSUs and dividend equivalents generally do not qualify as performance based compensation under Section 162(m) of the Internal Revenue
Code, and so may not be deductible to the extent that when they vest (or
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are paid in the case of dividend equivalents), their value when aggregated with a Named Executive Officer s other aggregate compensation
subject to Section 162(m) exceeds $1 million, and the executive does not defer the excess under the Merck & Co., Inc. Deferral Program.

LTI Scheduled Grant Date

Grants were made to the Named Executive Officers as part of an annual process that encompasses planning for all eligible Company employees
globally, though not all receive grants. In 2008 and consistent with the process in place for every year since 2000 annual grants of options
described in the Summary Compensation Table were made by the Committee to the Named Executive Officers as of the first Friday following
the Board s meeting on the last Tuesday in February. Beginning in 2009, stock option and RSU grants will be made to Company employees on
the third business day after the Company s release of quarterly earnings.

Stock Ownership Guidelines

The Committee recognizes the critical role that executive stock ownership has in aligning the interests of management with those of
shareholders. As such, the Company maintains a formal stock ownership policy, under which the CEO and other senior executives are expected
to acquire and hold Merck Common Stock in an amount representing a multiple of base salary. Until the designated multiple of base salary is
reached, executives are expected to retain in Merck stock a percentage of the after-tax net proceeds associated with stock option exercises and/or
PSU and RSU payouts.

The following table illustrates the expected ownership level or retention percentages applicable to the CEO and other Named Executive Officers:

Level Base Salary Multiple Retention %
CEO 10 times annual base salary 70%
Other Named Executive Officers 5 times annual base salary 60%

Shares held directly by the executive or the executive s spouse, as well as those shares that are in a family trust or partnership, a dividend
reinvestment plan, a deferral account, or a 401(k) account, all count toward satisfaction of the ownership guidelines.

The table below lists the holdings (as a multiple of base salary) for the Named Executive Officers using base salary as of December 31, 2008,

and a share price of $42.06, which is the average of the high and low closing prices of Merck common stock for 2008. It is noted that officers
have had little opportunity to accumulate shares through stock option exercises and PSU/RSU payouts in recent years, which has hindered
Messrs. Clark, Kellogg, and Kuhlik from reaching their target multiples. Mr. Clark s base salary and target multiple increased significantly due to
his appointment to CEO in 2005. Messrs. Kellogg and Kuhlik have had relatively short tenures with the Company and so have not accumulated
substantial Merck stock, although they do hold unvested RSUs that are not counted toward the multiple. The Company anticipates that the actual
multiples should increase for these officers in future years.

Actual Base

NEO Salary Multiple
Mr. Clark 1.9
Mr. Kellogg 0.0
Dr. Kim 34
Mr. Frazier 33
Mr. Kuhlik 0.8

Derivatives Trading

The Company grants stock-based incentives in order to align the interests of Merck s employees with those of its stockholders. Accordingly, the
Company strongly discourages executive officers from buying or selling
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derivative securities related to Merck common stock such as puts or calls on Merck Common stock since such securities may diminish the
alignment that the Company is trying to foster. Company-issued options are not transferable during the executive s life, other than certain gifts to
family members (or trusts, partnerships, etc. that benefit family members). PSUs and RSUs are not transferable prior to death under any
circumstances.

Return of Incentive Compensation by an Executive

For performance year 2007 and thereafter, in the case of a significant restatement of financial results caused by executive fraud or willful
misconduct, the Board will

Review the annual bonus compensation received by executives with respect to the performance period that occurred during the
restatement period;

Recalculate the Company s results for any performance period with respect to PSUs that included a performance period that occurred
during the restatement period; and

Seek reimbursement from the executive(s) whose fraud or willful misconduct was a cause of the restatement of that portion of

the annual bonus that was based on the erroneous financial results and received by the executive within 18 months of the
restatement; and

the payout of the PSU that was based on the erroneous financial results and received by the executive within 18 months of the
restatement.
For these policies, executives means executive officers as defined under the Securities Exchange Act of 1934, as amended, and includes the
Named Executive Officers.

The Audit Committee of the Board will determine whether a financial restatement is significant and will make an initial determination of the
cause of the restatement. If the Audit Committee determines that fraud or willful misconduct may have been a factor causing the restatement, the
Audit Committee will appoint an independent investigator whose decision will be final and binding to determine if an executive s fraud or willful
misconduct was a cause of the restatement. These policies do not apply to restatements that the Audit Committee determines are

Required or permitted under generally accepted accounting principles ( GAAP ) in connection with the adoption or implementation of a
new accounting standard; or

Caused by the Company s decision to change its accounting practice as permitted under GAAP.
For years before 2007, the Board will apply the above policies to the extent permitted by applicable law.

Benefits

As salaried, U.S.-based employees, the Named Executive Officers participate in a variety of retirement, health and welfare, and paid time-off
benefits designed to enable the Company to attract and retain its workforce in a competitive marketplace. Pension and savings plans help
employees, especially long-service employees, save and prepare financially for retirement. Health and welfare and paid time-off benefits help
ensure that the Company has a productive and focused workforce.
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Merck s qualified 401(k) Plan allows highly compensated employees, including the Named Executive Officers, to contribute up to 25% of their
base salary, up to the limits imposed by the Internal Revenue Code $245,000 for 2009 on a pre- or after-tax basis. The Company provides a 75%
match on the first 6% of employee contributions, which vests immediately. Participants choose to invest their account balances from an array of
investment options as selected by plan fiduciaries from time to time, plus a Company stock fund. The
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401(k) Plan is designed to provide for distributions in a lump sum or up to ten installments after termination of service. However, loans and
in-service distributions under certain circumstances, such as a hardship, attainment of age 59 !/2, or a disability are permitted. Named Executive
Officers and other senior level executives also may defer annual cash awards, base salary, PSUs, and RSUs into the Merck Deferral Program
described under Nonqualified Deferred Compensation beginning on page 53. All amounts in the Deferral Program represent employee
contributions and earnings the Company does not make its own contributions, such as matching or profit sharing amounts.

The pension plans are more fully described under Retirement Plan Benefits beginning on page 49. The Supplemental Retirement Plan ( SRP )
provides benefits that would be provided under the Retirement Plan for the Salaried Employees of Merck & Co., Inc. (the Qualified Retirement
Plan ) but for the limits imposed on similar plans by the Internal Revenue Code. In addition, the SRP rather than the Qualified Retirement

Plan includes in Final Average Compensation (one of the factors for the amount of benefit) compensation that is deferred into the Merck Deferral
Program. The SRP provides a $50,000 minimum benefit to certain employees subject to mandatory retirement, but no Named Executive Officer

is expected to benefit from that minimum. The only other difference between the Qualified Plan and the SRP is that additional credited service
was provided for certain employees subject to mandatory retirement, a feature which was deleted for future accruals, effective in 1995.

Mr. Frazier is the only Named Executive Officer who might benefit from this legacy provision.

Perquisites

Merck s Named Executive Officers, along with other senior management employees, are provided a limited number of perquisites whose primary
purpose is to satisty the Company s desire to minimize distractions from the executives attention to important Merck initiatives. An item is not a
perquisite if it is integrally and directly related to the performance of the executive s duties. An item is a perquisite if it confers a direct or indirect
benefit that has a personal aspect, without regard to whether it may be provided for some business reason or for the convenience of the

Company, unless it is generally available on a non-discriminatory basis to all employees. Amounts payable as perquisites are not included in
determining an employee s retirement benefits (as more fully described under Retirement Plan Benefits beginning on page 49).

The Company provides the following, all of which are quantified in the Summary Compensation Table on page 41.

Reimbursement for financial counseling and tax preparation. The value is taxable to executives, and is limited to $12,500 for the first
year of participation and $10,000 per year thereafter. This perquisite is intended to encourage executives to engage knowledgeable
experts to assist with financial and tax planning. It supports Company objectives by helping to ensure that executives understand the
compensation plans in which they participate and are not unnecessarily distracted from Company responsibilities to attend to personal
financial issues.

Limited personal use of Company aircraft if approved by the Chief Executive Officer. The Company believes that this benefit provides
better security for executives and allows executives to devote additional time to Merck business.

An executive s spouse may accompany the executive, in which case the spouse s personal use of the aircraft is considered a
personal benefit to the executive.

When Company aircraft is used, the amount of personal use is based on the aggregate incremental per-hour cost to the
Company based on the flight time flown from origination to destination.

When an aircraft is leased, the charge reflects the cost to charter the aircraft.

This benefit generally is taxable to the executives.
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Limited personal use of Company limousine services. The Company believes that this benefit provides better security and allows
executives to devote additional time to Merck business.

An executive s spouse may accompany an executive, in which case the spouse s personal use is considered a personal benefit
to the executive.

The value is based on either

The recipient s cost if equivalent assets were used independent of the Company; or

An allocation based on the value of the car, the value of the gasoline used, and the value of the chauffeur s time.

This benefit generally is taxable to the executives.

Reimbursement for security alarm monitoring systems for selected executives, including Mr. Clark, Mr. Frazier, and Dr. Kim.
Providing this benefit allows the Company to ensure that its executives have appropriate safety measures. This benefit generally is
taxable to the executives other than the CEO.
In addition, Mr. Kellogg will be reimbursed, in accordance with Merck s Relocation Policy, certain reasonable expenses associated with his
relocation to corporate headquarters upon joining the Company. Mr. Kellogg has been reimbursed through December 31, 2008, for expenses
related to temporary lodging, relocation allowance and tax gross-up.

The Company does not provide the Named Executive Officers with other perquisites such as split-dollar life insurance, reimbursement for legal
counseling for personal matters, or tax reimbursement payments. The Company does not provide loans to executive officers. It does provide
other employees with relocation loans in certain circumstances.

Separation, Change in Control and Other Arrangements

The Named Executive Officers are eligible for the benefits and payments if employment terminates in a Separation or if there is a Change in
Control, as described under Potential Payments on Termination or Change in Control beginning on page 54, or under some circumstances
pursuant to individual agreements described beginning on page 57. All fit into Merck s overall compensation structure by enhancing the
Company s ability to attract, retain, and motivate the highly talented individuals to lead the Company in achieving its mission while upholding
our values in a highly competitive marketplace.

The Separation Benefits Plan also provides benefits to ease an employee s transition due to an unexpected employment termination by
the Company due to on-going changes in the Company s employment needs.

The Change in Control Separation Benefits Plan encourages employees to remain focused on the Company s business in the event of
rumored or actual fundamental corporate changes.

Individually designed agreements fill in gaps for individual issues that are recognized by the Company in attracting, retaining, or
eliminating employees who face special circumstances, and generally are represented by counsel.
The primary focus of all of the foregoing is generally on termination of employment. As such, their value arises in the context of an imminent
termination of employment. They do not generally enhance an employee s current income, and therefore are independent of the direct
compensation decisions made by the Committee from year to year.
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The Separation Benefits Program covers regular full- and part-time non-unionized U.S. employees whose employment is terminated by the
Company due to reorganization or reduction in workforce (i.e., a Separation ).
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Until 2006, the plan had covered all employee levels except the most senior executive level of the Company (including all Named Executive
Officers). In 2006, the Company extended its Separation Benefits Program to those senior executives on the terms previously provided to certain
other high-level management employees. The extension was intended to facilitate extensive reorganization efforts Merck is undertaking to
ensure that it has the right personnel to guide it in the competitive marketplace in which it operates.

The Separation Benefits Program provides severance payments and other benefits in an amount the Company believes is appropriate, taking into
account the time it is expected to take a separated employee to find another job. The payments and other benefits are provided because the
Company considers a separation to be a Company-initiated termination of employment that under different circumstances would not have
occurred and which is beyond the control of a separated employee. Separation benefits are intended to ease the consequences to an employee of
an unexpected termination of employment. The Company benefits by requiring a general release from separated employees. In addition, the
Company may request non-compete and non-solicitation provisions in connection with individual separation agreements. Severance payments
are not included in determining an employee s retirement benefits (as more fully described under Retirement Plan Benefits beginning on page
49).

The Company considers it likely that it will take more time for higher-level employees to find new employment, and therefore senior

management employees generally are paid severance for a longer period than other employees. The Separation Benefits Program also provides a
pro-rata amount measured by current target annual AIP or EIP award a change from the pre-2009 plan, which used a pro-rata portion of the
previous actual annual AIP or EIP award to recognize the separated employee s efforts undertaken during the time he or she was employed by the
Company. For separations occurring after 2008, the program provides that amounts paid to the Named Executive Officers are within the

Company s discretion. The program also provides different levels of protection from a pension and health and welfare benefit perspective, taking
into account a person s age and service and also whether or not he or she is then eligible to retire. Additional payments may be permitted in some
circumstances as a result of negotiations with executives, especially where the Company desires particular nondisparagement, cooperation with
litigation, non-competition and non-solicitation terms. See Individual Agreements under the Potential Payments on Termination or Change in
Control beginning on page 54 for additional information.

Change in Control

The Board adopted the Change in Control Separation Benefits Plan in 2004. The Board adopted the plan as part of its ongoing, periodic review
of the Company s compensation and benefits programs and in recognition of the importance to the Company and its shareholders of avoiding the
distraction and loss of key management personnel that may occur in connection with rumored or actual fundamental corporate changes. A
properly designed change in control program protects stockholder interests by enhancing employee focus during rumored or actual change in
control activity through:

Incentives to remain with company despite uncertainties while a transaction is under consideration or pending;

Assurance of severance and benefits for terminated employees; and

Access to equity components of total compensation after a change in control.
Merck stock options, RSUs. and PSUs generally vest upon a change in control, either in whole or in part (as fully described under Change in
Control beginning on page 58). The remainder of benefits generally requires a change in control, followed by a termination of an executive s
employment.
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The Company was guided by three principles in adopting the so-called single trigger treatment for equity vehicles and in determining the amount
of the benefits on a Change in Control:

Be consistent with market practice among pharmaceutical peers (in 2004, at the time of plan adoption, these peers were Astra-Zeneca,
Bristol-Myers Squibb, Eli Lilly, GlaxoSmithKline, Johnson & Johnson, Novartis, Pfizer, Roche Holding AG, Schering-Plough and
Wyeth).

All but one of the Peer Companies had change in control protection and all provide for single trigger equity vesting.

Treatment of salary plus target bonus amounts, continued benefits for a three year period, and enhanced supplemental
retirement benefits described above were all consistent with all but one of the pharmaceutical peers and general industry
(based on 350 large U.S. companies), for a company s most senior executives. Lower multiples apply to less senior executives
who are not discussed in the Summary Compensation Table.

Keep employees relatively whole for a reasonable period but avoid creating a windfall.

Single trigger vesting ensures that ongoing employees are treated the same as terminated employees with respect to
outstanding equity grants.

Single trigger vesting provides employees with the same opportunities as stockholders, who are free to sell their equity at the
time of the change in control event and thereby realize the value created at the time of the transaction.

The Company that made the original equity grant will no longer exist after a change in control and employees should not be
required to have the fate of their outstanding equity tied to the new company s future success.

Single trigger vesting on performance-contingent equity, in particular, is appropriate given the difficulty of replicating the
underlying performance goals.

Limiting the amount of the multiple and benefits for employees who would mandatorily retire at age 65 was consistent with market
practice for companies that have such policies, and avoids providing a windfall to the employees. Similarly, medical, dental and life
insurance benefits are reduced by benefits obtained from a subsequent employer to prevent a windfall to employees.

Support the compelling business need to retain key employees during uncertain times.

A single trigger on equity vesting can be a powerful retention device during change in control discussions, especially for more
senior executives where equity represents a significant portion of their total pay package.

A double trigger on equity provides no certainty of what will happen when the transaction closes.
Each of the Change in Control plan benefits is intended to work together as a retention device during change in control discussions, especially
for more senior executives, in a marketplace where similar benefits are common. As shown under Change in Control beginning on page 58, the
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Company will provide gross-ups for the Named Executive Officers from any excise taxes due under Section 4999 of the Code, but not for the
payment of ordinary income taxes on the promised benefit. The effects of Section 4999 generally are unpredictable and can have widely
divergent and unexpected effects based on an executive s personal compensation history. Therefore, to provide an equal level of benefit across
individuals without regard to the effect of the excise tax, the Company determined that Section 4999 gross-up payments are appropriate for the
Company s most senior level executives.
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Compensation and Benefits Committee Report

The Compensation and Benefits Committee, comprised of independent directors, reviewed and discussed the above CD&A with the Company s
management. Based on the review and discussions, the Compensation and Benefits Committee recommended to the Company s Board of
Directors that the CD&A be included in these Proxy Materials.

Compensation and Benefits Committee
Anne M. Tatlock
(Chairperson)

Thomas H. Glocer William N. Kelley
Steven F. Goldstone Peter C. Wendell
William B. Harrison, Jr.
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The following table summarizes the total compensation that was paid or accrued for the Named Executive Officers for the fiscal years ended
December 31, 2008, 2007 and 2006. The Named Executive Officers are the Company s Chief Executive Officer, Chief Financial Officer, and the
three other most highly compensated executive officers ranked by their total compensation in the table below (reduced by the amount in the
Change in Pension Value and Nonqualified Deferred Compensation Earnings column (h)).

Summary Compensation Table

Change in
Pension
Value and
Nonquali-
Non-Equity fied
Incentive  Deferred
Plan Compen- All Other

Stock Option Compensa- sation Compensa-
Salary Bonus Awards Awards tion Earnings tion

Year )] $ %) % $) &) % Total
Name and Principal Position(a) (b) (©(@D) (d)(2) ©)(3) H@ @) (h)(6) (i)(7,10) ()X4))
Richard T. Clark, 2008 $1,783,334 $ -0- $1,599,744 $6,452,556 $ 2,244,510 $ 7,752,617 $ 73,669 $ 19,906,430
Chairman, President and Chief Executive 2007 1,616,670 -0- 5,846,754 2,946,722 4,311,059 4,860,602 80,963 19,662,770
Officer 2006 1,183,334 -0- 2,359,616 2,425,584 1,800,000 2,257,670 57,206 10,083,410
Peter N. Kellogg, 2008 873,608 -0- 1,322,333 666,413 721,624 144,502 90,600 3,819,080
Executive Vice President and Chief Financial 2007 319,539 150,000 191,633 80,967 442,420 -0- 42,690 1,227,249
Officer 2006(9)
Peter S. Kim, Ph.D., 2008 1,033,338 -0- 1,024,469 922,804 875,023 279,673 87,515 4,222,822
Executive Vice President and President, Merck 2007 922,560 -0- 3,016,933 641,709 1,395,554 253,899 34,142 6,264,797
Research Laboratories 2006 821,334 -0- 1,697,749 860,070 900,000 147,507 112,202 4,538,862
Kenneth C. Frazier, 2008 1,012,674 -0- 743,682 2,012,531 986,155 666,911 127,885 5,549,838
Executive Vice President and President, Global 2007 876,335 -0- 1,882,165 753,133 1,627,150 521,319 33,351 5,693,453
Human Health 2006(9)
Bruce N. Kuhlik, 2008 682,504 -0- 702,308 516,420 563,767 135,002 22,740 2,623,241
Executive Vice President and General Counsel ~ 2007(8)

2006(9)

(1) Amounts shown are actual base salary earnings and are not reduced to reflect the Named Executive Officers elections, if any, to defer
receipt of salary into the Deferral Program.

(2) Cash award paid to Mr. Kellogg reflects his new hire sign-on bonus. Amounts paid under the Company s Executive Incentive Plan
are reported under the Non-Equity Incentive Plan Compensation column.

(3) Represents the compensation costs of RSUs and PSUs for financial reporting purposes for the year under FAS 123R, rather than an amount
paid to or realized by the Named Executive Officer. See Note 12. Share-Based Compensation Plans to the Company s consolidated
financial statements set forth in the Company s Form 10-K for the year ended December 31, 2008 (the 10-K ) for the assumptions made in
determining FAS 123R values. The FAS 123R value for PSUs (adjusted for estimated/actual performance results) and RSUs is spread over
the number of months of service required for the grant to become non-forfeitable. For retirement eligible grantees (Mr. Clark) the entire
RSU value is expensed in the year of grant. In addition, amounts expensed for grants that were granted in prior years are included that is,
amounts in respect of grants made in 2005, 2006 and 2007. There can be no assurance that the FAS 123R amounts will ever be realized.

C)
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Represents the compensation costs of stock options for financial reporting purposes for the year under FAS 123R, rather than an amount
paid to or realized by the Named Executive Officer. See Note 12. Share-Based Compensation Plans to the Company s consolidated
financial statements set forth in the 10-K for the assumptions made in determining FAS 123R values. The FAS 123R value as of the grant
date for options is spread over the number of months of service required for the grant to become non-forfeitable. For
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retirement eligible grantees the entire amount is expensed in the year of grant. In addition, ratable amounts expensed for grants that were
granted in prior years are included that is, amounts in respect of grants made in 2005, 2006 and 2007. There can be no assurance that the
FAS 123R amounts will ever be realized.

(5) Represents amounts paid under the Company s Executive Incentive Plan. Amounts shown are not reduced to reflect the Named
Executive Officers elections, if any, to defer receipt of awards into the Merck Deferral Program.

(6) Amounts shown are solely an estimate of the increase in actuarial present value of the Named Executive Officer s age 62 accrued benefit
under the Company s retirement plans. Assumptions are further described under Retirement Plan Benefits on page 49. No amount is
payable from the plans before a participant attains age 55 (except in the case of a disability retirement). There can be no assurance that the
amounts shown will ever be realized by the Named Executive Officers.

The accrued benefit is based on the average of compensation earned during the last five years. In Mr. Clark s case, the average as of 12/31/08

increased 58% over the previous year s average as a result of the inclusion of the 2008 compensation of $6,094,393. This amount replaced the

2003 compensation of $873,338 (as a division president), which was included in the average as of 12/31/07. As Mr. Clark s service has attained

the 35 year limit, the entire increase in his accrued benefit is attributable to the increase in the final average compensation.

The Change in Pension Value and Non-qualified Deferred Compensation Earnings column also reports the amount of above market
earnings on compensation that is deferred outside of tax-qualified plans such as the 401(k) Plan. No amount is reported because above
market rates are not possible under the Deferral Program, the only such plan at Merck.

(7)  See the All Other Compensation chart below for amounts, which include perquisites and Company match on employee contributions to the
Employee Savings and Security Plan, the Company s 401(k) plan.

(8) Was not a Named Executive Officer during 2007.

(9) Was not a Named Executive Officer during 2006.

(10)  All Other Compensation data reported in the 2008 and 2007 proxy statements included dividend equivalents paid on RSU s, which have
been excluded this year based on updated guidance.

All Other Compensation
Security Forgiven Savings
Financial Alarm Interest Plan

& Tax Monitoring Relocation on Forgiven Company
NEO Year Counseling Aircraft Commuting System Expenses Loan Loan Match TOTAL
R. T. Clark 2008 $ 0 $30.867 $ 26404 $§ 6,048 § 0 $ 0 0 $ 10350 $ 73,669
2007 0 1,128 18,686 51,024 0 0 0 10,125 80,963
2006 0 30,878 16,055 373 0 0 0 9,900 57,206
P. N. Kellogg 2008 0 421 0 0 79,829(3) 0 0 10,350 90,600
2007 0 0 0 0 42,690(4) 0 0 0 42,690

