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RESOLVED: shareholders of Merck & Co, Inc. (“Merck™) ask the Board of Directors to report to
shareholders, at reasonable expense and omitting confidential and proprietary information, on
whether and how the direct and indirect receipt of public financial support for development and
manufacture of a therapeutic for COVID-19 is being, or will be, taken into account when making
decisions that affect access to such products, such as sharing intellectual property through
voluntary licenses or setting prices.

SUPPORTING STATEMENT
Merck’s antiviral medicine, molnupiravir, is approved to treat COVID-19.! Molnupiravir was
developed at Emory University using up to $35 million in US government funding,” and the
government maintains “march-in” rights under the Bayh-Dole Act to grant patent licenses to other
producers.’ Emory licensed molnupiravir to Ridgeback in March 2020, and Ridgeback entered
into a collaboration with Merck for clinical development and manufacturing.*

Merck promised to make the medicine widely available and states that “global access has been a
priority.”> However, Merck has not disclosed how public support factors into decisions that affect
access. Setting inaccessible prices could jeopardize the company’s reputation, invite increased
regulation and oversight, and ultimately harm investor returns.

This Proposal addresses this risk by asking Merck to explain whether and how public contributions
to its products affect how Merck sets prices or the scope of voluntary licenses.

While Merck has signed bilateral licensing agreements and an agreement with the Medicines
Patent Pool, those only cover an estimated half of the world’s population and exclude most upper-
middle-income developing countries.® Merck applies a tiered pricing strategy for countries
excluded from the voluntary license, but has not disclosed those prices or how the company
determines prices that reflect a country’s “ability to finance health care.”” Tiered pricing typically
results in unaffordable prices, especially for middle-income countries.®

Merck’s domestic pricing strategy fails to reflect public support, and the gap between cost and
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price exposes it to reputational risk: molnupiravir production costs an estimated $20 per course,’
while the company charges approximately $710 in the US, over 35 times the cost of production.
For the 3.1 million doses the US government purchased,!® that represents an estimated markup of
over $2.1 billion on a treatment developed with public funding. Meanwhile the government is
struggling to fund America’s COVID-19 response;!! disparities in access are expected to worsen
as a result.!> Merck does not explain how it addresses the relationship between public investment
in a product and its pricing and licensing strategy, even in the context of a pandemic.!® If
governments cannot trust Merck to ensure access to this publicly funded treatment, governments
may set access policies. Policymakers are already scrutinizing how public funding relates to
pricing and access strategies, and public funding is already a factor in how the US government will
negotiate drug prices.'*
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