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[Material cut for handout]

Financial Review 

Description of Merck’s Business 
Merck is a global research-driven pharmaceutical products company that discovers, develops, manufactures and markets a broad range of innovative products to improve human and animal health, directly and through its joint ventures. Merck sells its products primarily to drug wholesalers and retailers, hospitals, clinics, government agencies and managed health care providers such as health maintenance organizations and other institutions. The Company’s professional representatives communicate the effectiveness, safety and value of our products to health care professionals in private practice, group practices and managed care organizations. 

[Material cut for handout]
Equity Income from Affiliates 
Equity income from affiliates reflects the performance of the Company’s joint ventures and partnership returns from AZLP 

[Material cut for handout]

Analysis of Liquidity and Capital Resources 
[Material cut for handout]

At December 31, 2003, the total of worldwide cash and investments was $12.1 billion, including $4.2 billion of cash, cash equivalents and short-term investments, and $7.9 billion of long-term investments. 

[Material cut for handout]

    The Company’s investment portfolio includes cash equivalents and short-term investments, the market values of which are not significantly impacted by changes in interest rates. The market value of the Company’s medium- to long-term fixed-rate investments is modestly impacted by changes in U.S. interest rates.
[Material cut for handout]

	Consolidated Statement of Income 
	
	
	

	Merck & Co., Inc. and Subsidiaries 
	
	
	

	Years Ended December 31 
	
	
	

	($ in millions except per share amounts) 
	
	
	


	
	
	
	2003 
	
	2002 
	
	2001 
	

	Sales 
	
	$ 
	22,485.9 
	
	
	$ 
	21,445.8 
	
	
	$ 
	21,199.0 
	
	

	Costs, Expenses and Other 
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Materials and production 
	
	
	4,315.3 
	
	
	
	3,907.1 
	
	
	
	3,624.8 
	
	

	
	Marketing and administrative 
	
	
	6,394.9 
	
	
	
	5,652.2 
	
	
	
	5,700.6 
	
	

	
	Research and development 
	
	
	3,178.1 
	
	
	
	2,677.2 
	
	
	
	2,456.4 
	
	

	
	Acquired research 
	
	
	101.8 
	
	
	
	— 
	
	
	
	— 
	
	

	
	Equity income from affiliates 
	
	
	(474.2 
	) 
	
	
	(644.7 
	) 
	
	
	(685.9 
	) 
	

	
	Other (income) expense, net 
	
	
	(81.6 
	) 
	
	
	202.3 
	
	
	
	155.0 
	
	

	
	
	
	13,434.3 
	
	
	
	11,794.1 
	
	
	
	11,250.9 
	
	

	Income from Continuing Operations Before Taxes 
	
	
	9,051.6 
	
	
	
	9,651.7 
	
	
	
	9,948.1 
	
	

	Taxes on Income 
	
	
	2,462.0 
	
	
	
	2,856.9 
	
	
	
	2,894.9 
	
	

	Income from Continuing Operations 
	
	
	6,589.6 
	
	
	
	6,794.8 
	
	
	
	7,053.2 
	
	

	Income from Discontinued Operations, Net of Taxes 
	
	
	241.3 
	
	
	
	354.7 
	
	
	
	228.6 
	
	

	Net Income 
	
	$ 
	6,830.9 
	
	
	$ 
	7,149.5 
	
	
	$ 
	7,281.8 
	
	

	Basic Earnings per Common Share 
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Continuing Operations 
	
	$ 
	2.95 
	
	
	$ 
	3.01 
	
	
	$ 
	3.08 
	
	

	
	Discontinued Operations 
	
	
	.11 
	
	
	
	.16 
	
	
	
	.10 
	
	

	
	Net Income 
	
	$ 
	3.05 
	* 
	
	$ 
	3.17 
	
	
	$ 
	3.18 
	
	

	Earnings per Common Share Assuming Dilution 
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Continuing Operations 
	
	$ 
	2.92 
	
	
	$ 
	2.98 
	
	
	$ 
	3.04 
	
	

	
	Discontinued Operations 
	
	
	.11 
	
	
	
	.16 
	
	
	
	.10 
	
	

	
	Net Income 
	
	$ 
	3.03 
	
	
	$ 
	3.14 
	
	
	$ 
	3.14 
	
	


*Amount does not add as a result of rounding. 
Consolidated Balance Sheet 
Merck & Co., Inc. and Subsidiaries 

December 31 

($ in millions) 
	
	
	
	
	2003 
	
	2002 
	

	Assets 
	
	
	
	
	
	
	
	
	

	Current Assets 
	
	
	
	
	
	
	
	
	

	
	Cash and cash equivalents 
	
	$ 
	1,201.0 
	
	
	$ 
	2,243.0 
	
	

	
	Short-term investments 
	
	
	2,972.0 
	
	
	
	2,728.2 
	
	

	
	Accounts receivable 
	
	
	4,023.6 
	
	
	
	5,423.4 
	
	

	
	Inventories 
	
	
	2,554.7 
	
	
	
	2,964.3 
	
	

	
	Prepaid expenses and taxes 
	
	
	775.9 
	
	
	
	1,027.5 
	
	

	Total current assets 
	
	
	11,527.2 
	
	
	
	14,386.4 
	
	

	Investments 
	
	
	7,941.2 
	
	
	
	7,255.1 
	
	

	Property, Plant and Equipment (at cost) 
	
	
	
	
	
	
	
	
	

	
	Land 
	
	
	356.7 
	
	
	
	336.9 
	
	

	
	Buildings 
	
	
	8,016.9 
	
	
	
	7,336.5 
	
	

	
	Machinery, equipment and office furnishings 
	
	
	11,018.2 
	
	
	
	10,883.6 
	
	

	
	Construction in progress 
	
	
	1,901.9 
	
	
	
	2,426.6 
	
	

	
	
	
	21,293.7 
	
	
	
	20,983.6 
	
	

	Less allowance for depreciation 
	
	
	7,124.7 
	
	
	
	6,788.0 
	
	

	
	
	
	14,169.0 
	
	
	
	14,195.6 
	
	

	Goodwill 
	
	
	1,085.4 
	
	
	
	4,127.0 
	
	

	Other Intangibles, Net 
	
	
	864.0 
	
	
	
	3,114.0 
	
	

	Other Assets 
	
	
	5,000.7 
	
	
	
	4,483.1 
	
	

	
	
	$ 
	40,587.5 
	
	
	$ 
	47,561.2 
	
	

	Liabilities and Stockholders’ Equity 
	
	
	
	
	
	
	
	
	

	Current Liabilities 
	
	
	
	
	
	
	
	
	

	
	Loans payable and current portion of long-term debt 
	
	$ 
	1,700.0 
	
	
	$ 
	3,669.8 
	
	

	
	Trade accounts payable 
	
	
	735.2 
	
	
	
	2,413.3 
	
	

	
	Accrued and other current liabilities 
	
	
	3,772.8 
	
	
	
	3,365.6 
	
	

	
	Income taxes payable 
	
	
	2,538.9 
	
	
	
	2,118.1 
	
	

	
	Dividends payable 
	
	
	822.7 
	
	
	
	808.4 
	
	

	Total current liabilities 
	
	
	9,569.6 
	
	
	
	12,375.2 
	
	

	Long-Term Debt 
	
	
	5,096.0 
	
	
	
	4,879.0 
	
	

	Deferred Income Taxes and Noncurrent Liabilities 
	
	
	6,430.3 
	
	
	
	7,178.2 
	
	

	Minority Interests 
	
	
	3,915.2 
	
	
	
	4,928.3 
	
	

	Stockholders’ Equity 
	
	
	
	
	
	
	
	
	

	
	Common stock, one cent par value 
	
	
	
	
	
	
	
	
	

	
	
	Authorized - 5,400,000,000 shares 
	
	
	
	
	
	
	
	
	

	
	
	Issued – 2,976,230,393 shares - 2003 

       – 2,976,198,757 shares - 2002 
	
	
	29.8 
	
	
	
	29.8 
	
	

	
	Other paid-in capital 
	
	
	6,956.6 
	
	
	
	6,943.7 
	
	

	
	Retained earnings 
	
	
	34,142.0 
	
	
	
	35,434.9 
	
	

	
	Accumulated other comprehensive income (loss) 
	
	
	65.5 
	
	
	
	(98.8 
	) 
	

	
	
	
	41,193.9 
	
	
	
	42,309.6 
	
	

	
	Less treasury stock, at cost 

754,466,884 shares - 2003 

731,215,507 shares - 2002 
	
	
	25,617.5 
	
	
	
	24,109.1 
	
	

	Total stockholders’ equity 
	
	
	15,576.4 
	
	
	
	18,200.5 
	
	

	
	
	$ 
	40,587.5 
	
	
	$ 
	47,561.2 
	
	


The accompanying notes are an integral part of this consolidated financial statement. 
 Notes to Consolidated 

Financial Statements 
Merck & Co., Inc. and Subsidiaries 

($ in millions except per share amounts) 
4.     Joint Ventures and Other Equity Method Affiliates 
[Material cut for handout]

    Investments in affiliates accounted for using the equity method, including the above joint ventures, totaled $2.2 billion at December 31, 2003 and 2002, respectively. These amounts are reported in Other assets. Dividends and distributions received from these affiliates were $553.4 million in 2003, $488.6 million in 2002 and $572.2 million in 2001. 

[Material cut for handout]

6.     Inventories 
Inventories at December 31 consisted of: 

	
	
	
	2003 
	
	2002 
	

	Finished goods 
	
	$ 
	552.5 
	
	
	$ 
	1,262.3 
	
	

	Raw materials and work in process 
	
	
	2,309.8 
	
	
	
	2,073.8 
	
	

	Supplies 
	
	
	90.5 
	
	
	
	75.7 
	
	

	Total (approximates current cost) 
	
	
	2,952.8 
	
	
	
	3,411.8 
	
	

	Reduction to LIFO cost 
	
	
	— 
	
	
	
	— 
	
	

	
	
	$ 
	2,952.8 
	
	
	$ 
	3,411.8 
	
	

	Recognized as: 
	
	
	
	
	
	
	
	
	

	
	Inventories 
	
	$ 
	2,554.7 
	
	
	$ 
	2,964.3 
	
	

	
	Other assets 
	
	
	398.1 
	
	
	
	447.5 
	
	


    Inventories valued under the LIFO method comprised approximately 51% and 39% of inventories at December 31, 2003 and 2002, respectively. Amounts recognized as Other assets consist of inventories held in preparation for product launches not expected to be sold within one year. 

    The reduction in finished goods is primarily attributable to the spin-off of Medco Health in 2003. 

[Material cut for handout]

8.     Loans Payable, Long-Term Debt and Other Commitments 
Loans payable at December 31, 2003 and 2002 consisted primarily of $549.7 million and $2.9 billion, respectively, of commercial paper borrowings and $500.0 million of notes with annual interest rate resets and a final maturity in 2011. On an annual basis, the notes will either be repurchased from the holders at the option of the remarketing agent and remarketed, or redeemed by the Company. At December 31, 2003 and 2002, loans payable also reflected $296.0 million and $220.4 million, respectively, of long-dated notes that are subject to repayment at the option of the holders on an annual basis. At December 31, 2003, loans payable also included a $300.0 million variable rate borrowing due in 2004. The weighted average interest rate for all of these borrowings was 2.5% and 2.0% at December 31, 2003 and 2002, respectively.  [Note:  text changed to bold for handout] 

    Long-term debt at December 31 consisted of: 

	
	
	2003 
	
	2002 
	

	6.0% Astra note due 2008 
	
	$ 
	1,380.0 
	
	
	$ 
	1,380.0 
	
	

	5.3% notes due 2006 
	
	
	548.5 
	
	
	
	554.1 
	
	

	4.4% notes due 2013 
	
	
	526.9 
	
	
	
	— 
	
	

	4.1% notes due 2005 
	
	
	523.9 
	
	
	
	532.8 
	
	

	6.8% euronotes due 2005 
	
	
	499.8 
	
	
	
	499.7 
	
	

	6.4% debentures due 2028 
	
	
	499.1 
	
	
	
	499.1 
	
	

	6.0% debentures due 2028 
	
	
	496.6 
	
	
	
	496.4 
	
	

	6.3% debentures due 2026 
	
	
	247.4 
	
	
	
	247.3 
	
	

	Variable rate borrowing due 2004 
	
	
	— 
	
	
	
	300.0 
	
	

	Other 
	
	
	373.8 
	
	
	
	369.6 
	
	

	
	
	$ 
	5,096.0 
	
	
	$ 
	4,879.0 
	
	


    At December 31, 2003 and 2002, the Company was a party to interest rate swap contracts which effectively convert the 5.3% and 4.1% and, at December 31, 2003, the 4.4% fixed rate notes to floating rate instruments. (See Note 5.) 

    Other at December 31, 2003 and 2002 consisted primarily of $332.6 million of borrowings at variable rates averaging 0.8% and 1.1%, respectively. At December 31, 2003 and 2002, $158.7 million and $106.0 million of these borrowings are subject to repayment at the option of the holders beginning in 2011 and 2010, respectively. In both years, Other also consisted of foreign borrowings at varying rates up to 7.5%. 

    The aggregate maturities of long-term debt for each of the next five years are as follows: 2004, $310.9 million; 2005, $1.0 billion; 2006, $561.6 million; 2007, $9.5 million; 2008, $1.4 billion. 

    Rental expense under the Company’s operating leases, net of sublease income, was $226.1 million in 2003. The minimum aggregate rental commitments under noncancellable leases are as follows: 2004, $132.9 million; 2005, $108.0 million; 2006, $68.7 million; 2007, $44.1 million; 2008, $28.3 million and thereafter, $53.5 million. The Company has no significant capital leases. 

[Material cut for handout]

14. Other (Income) Expense, Net 
	Years Ended December 31 
	
	2003 
	
	2002 
	
	2001 
	

	Interest income 
	
	$ 
	(308.7 
	) 
	
	$ 
	(415.1 
	) 
	
	$ 
	(484.5 
	) 
	

	Interest expense 
	
	
	350.9 
	
	
	
	390.6 
	
	
	
	463.7 
	
	

	Exchange gains 
	
	
	(28.4 
	) 
	
	
	(7.8 
	) 
	
	
	(3.5 
	) 
	

	Minority interests 
	
	
	168.7 
	
	
	
	214.2 
	
	
	
	290.6 
	
	

	Amortization of goodwill and other intangibles 
	
	
	140.8 
	
	
	
	120.0 
	
	
	
	139.1 
	
	

	Other, net 
	
	
	(404.9 
	) 
	
	
	(99.6 
	) 
	
	
	(250.4 
	) 
	

	
	
	$ 
	(81.6 
	) 
	
	$ 
	202.3 
	
	
	$ 
	155.0 
	
	


    Minority interests include third parties’ share of exchange gains and losses arising from translation of the financial statements into U.S. dollars. Reduced minority interests in 2003 is attributable to the effect of the Banyu shares acquisitions (see Note 3), and in 2002 is the result of lower dividends on variable rate preferred units (see Note 10) as well as decreased minority interest expense associated with Banyu. 

    The increase in other, net in 2003 primarily reflects an $84.0 million gain on the sale of Aggrastat product rights in the United States and realized gains on the Company’s investment portfolios relating to the favorable interest rate environment. 

    Interest paid was $359.4 million in 2003, $401.4 million in 2002 and $467.2 million in 2001. 

15. Taxes on Income 
A reconciliation between the Company’s effective tax rate and the U.S. statutory rate is as follows: 

	
	
	
	
	
	Tax Rate 
	

	
	
	
	2003 
	
	
	

	
	
	
	Amount 
	
	2003 
	
	2002 
	
	2001 
	

	U.S. statutory rate applied to income from continuing operations before taxes 
	
	$ 
	3,168.0 
	
	
	
	35.0 
	% 
	
	
	35.0 
	% 
	
	
	35.0 
	% 
	

	Differential arising from: 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Foreign earnings 
	
	
	(924.1 
	) 
	
	
	(10.2 
	) 
	
	
	(6.5 
	) 
	
	
	(5.6 
	) 
	

	
	Tax exemption for Puerto Rico operations 
	
	
	(78.5 
	) 
	
	
	(0.9 
	) 
	
	
	(0.9 
	) 
	
	
	(0.9 
	) 
	

	
	State taxes 
	
	
	150.5 
	
	
	
	1.7 
	
	
	
	1.9 
	
	
	
	1.9 
	
	

	
	Other 
	
	
	146.1 
	
	
	
	1.6 
	
	
	
	0.1 
	
	
	
	(1.3 
	) 
	

	
	
	$ 
	2,462.0 
	
	
	
	27.2 
	% 
	
	
	29.6 
	% 
	
	
	29.1 
	% 
	


    Domestic companies contributed approximately 34% in 2003, 47% in 2002 and 49% in 2001 to consolidated income from continuing operations before taxes. 

    Taxes on income from continuing operations consisted of: 

	Years Ended December 31 
	
	2003 
	
	2002 
	
	2001 
	

	Current provision 
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Federal 
	
	$ 
	1,464.2 
	
	
	$ 
	1,563.8 
	
	
	$ 
	1,513.7 
	
	

	
	Foreign 
	
	
	611.3 
	
	
	
	609.3 
	
	
	
	635.7 
	
	

	
	State 
	
	
	254.8 
	
	
	
	296.3 
	
	
	
	289.7 
	
	

	
	
	
	2,330.3 
	
	
	
	2,469.4 
	
	
	
	2,439.1 
	
	

	Deferred provision 
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Federal 
	
	
	21.3 
	
	
	
	361.8 
	
	
	
	323.7 
	
	

	
	Foreign 
	
	
	96.5 
	
	
	
	(8.0 
	) 
	
	
	57.9 
	
	

	
	State 
	
	
	13.9 
	
	
	
	33.7 
	
	
	
	74.2 
	
	

	
	
	
	131.7 
	
	
	
	387.5 
	
	
	
	455.8 
	
	

	
	
	$ 
	2,462.0 
	
	
	$ 
	2,856.9 
	
	
	$ 
	2,894.9 
	
	


    Deferred income taxes at December 31 consisted of: 

	
	
	
	2003 
	
	2002 
	

	
	
	
	Assets 
	
	Liabilities 
	
	Assets 
	
	Liabilities 
	

	Other intangibles 
	
	$ 
	84.7 
	
	
	$ 
	306.0 
	
	
	$ 
	108.7 
	
	
	$ 
	1,189.0 
	
	

	Inventory related 
	
	
	639.0 
	
	
	
	355.2 
	
	
	
	700.5 
	
	
	
	354.1 
	
	

	Accelerated depreciation 
	
	
	— 
	
	
	
	1,353.9 
	
	
	
	— 
	
	
	
	1,459.3 
	
	

	Advance payment 
	
	
	338.6 
	
	
	
	— 
	
	
	
	338.6 
	
	
	
	— 
	
	

	Equity investments 
	
	
	260.0 
	
	
	
	565.6 
	
	
	
	113.7 
	
	
	
	480.1 
	
	

	Pensions and OPEB 
	
	
	122.3 
	
	
	
	602.0 
	
	
	
	109.5 
	
	
	
	291.6 
	
	

	Compensation related 
	
	
	156.9 
	
	
	
	— 
	
	
	
	131.2 
	
	
	
	— 
	
	

	Other 
	
	
	1,233.4 
	
	
	
	287.5 
	
	
	
	1,372.9 
	
	
	
	271.2 
	
	

	Subtotal 
	
	
	2,834.9 
	
	
	
	3,470.2 
	
	
	
	2,875.1 
	
	
	
	4,045.3 
	
	

	Valuation allowance 
	
	
	(2.2 
	) 
	
	
	— 
	
	
	
	(2.4 
	) 
	
	
	— 
	
	

	Total deferred taxes 
	
	$ 
	2,832.7 
	
	
	$ 
	3,470.2 
	
	
	$ 
	2,872.7 
	
	
	$ 
	4,045.3 
	
	

	Net deferred tax liabilities 
	
	
	
	
	
	$ 
	637.5 
	
	
	
	
	
	
	$ 
	1,172.6 
	
	

	Recognized as: 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Prepaid expenses and taxes 
	
	
	
	
	
	$ 
	(590.8 
	) 
	
	
	
	
	
	$ 
	(764.1 
	) 
	

	
	Other assets 
	
	
	
	
	
	
	(7.5 
	) 
	
	
	
	
	
	
	(33.3 
	) 
	

	
	Income taxes payable 
	
	
	
	
	
	
	110.2 
	
	
	
	
	
	
	
	98.7 
	
	

	
	Deferred income taxes and noncurrent liabilities 
	
	
	
	
	
	
	1,125.6 
	
	
	
	
	
	
	
	1,871.3 
	
	


    The reduction in net deferred tax liabilities is primarily attributable to the spin-off of Medco Health in 2003. 

    Income taxes paid in 2003, 2002 and 2001 were $2.0 billion, $1.8 billion and $2.1 billion, respectively.  [Note:  text changed to bold for handout].  Stock option exercises reduced income taxes paid in 2003, 2002 and 2001 by $167.8 million, $82.5 million and $153.0 million, respectively. 

    At December 31, 2003, foreign earnings of $18.0 billion and domestic earnings of $880.9 million have been retained indefinitely by subsidiary companies for reinvestment. No provision is made for income taxes that would be payable upon the distribution of such earnings, and it is not practicable to determine the amount of the related unrecognized deferred income tax liability. These earnings include income from manufacturing operations in Ireland, which were tax-exempt through 1990 and are taxed at 10% thereafter. In addition, the Company has subsidiaries operating in Puerto Rico and Singapore under tax incentive grants that expire in 2015 and 2026, respectively. 

    The Company’s federal income tax returns have been audited through 1992. 

Selected Financial Data (1) 
Merck & Co., Inc. and Subsidiaries 

($ in millions except per share amounts) 
	
	
	
	2003 (2) 
	
	2002 
	
	2001 
	
	2000 
	
	1999 
	
	1998 
	
	1997 
	

	Results for Year: 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales 
	
	$ 
	22,485.9 
	
	
	$ 
	21,445.8 
	
	
	$ 
	21,199.0 
	
	
	$ 
	20,009.5 
	
	
	$ 
	17,294.4 
	
	
	$ 
	15,094.9 
	
	
	$ 
	13,971.6 
	
	

	Materials and production costs 
	
	
	4,315.3 
	
	
	
	3,907.1 
	
	
	
	3,624.8 
	
	
	
	3,175.2 
	
	
	
	2,934.2 
	
	
	
	2,851.3 
	
	
	
	2,774.9 
	
	

	Marketing and administrative expenses 
	
	
	6,394.9 
	
	
	
	5,652.2 
	
	
	
	5,700.6 
	
	
	
	5,725.5 
	
	
	
	4,808.1 
	
	
	
	4,115.9 
	
	
	
	3,971.4 
	
	

	Research and development expenses 
	
	
	3,178.1 
	
	
	
	2,677.2 
	
	
	
	2,456.4 
	
	
	
	2,343.8 
	
	
	
	2,068.3 
	
	
	
	1,821.1 
	
	
	
	1,683.7 
	
	

	Acquired research 
	
	
	101.8 
	
	
	
	— 
	
	
	
	— 
	
	
	
	— 
	
	
	
	— 
	
	
	
	1,039.5 
	
	
	
	— 
	
	

	Equity income from affiliates 
	
	
	(474.2 
	) 
	
	
	(644.7 
	) 
	
	
	(685.9 
	) 
	
	
	(764.9 
	) 
	
	
	(762.0 
	) 
	
	
	(884.3 
	) 
	
	
	(727.9 
	) 
	

	Gains on sales of businesses 
	
	
	— 
	
	
	
	— 
	
	
	
	— 
	
	
	
	— 
	
	
	
	— 
	
	
	
	(2,147.7 
	) 
	
	
	(213.4 
	) 
	

	Other (income) expense, net 
	
	
	(81.6 
	) 
	
	
	202.3 
	
	
	
	155.0 
	
	
	
	167.6 
	
	
	
	(124.3 
	) 
	
	
	322.2 
	
	
	
	164.4 
	
	

	Income from continuing operations before taxes 
	
	
	9,051.6 
	
	
	
	9,651.7 
	
	
	
	9,948.1 
	
	
	
	9,362.3 
	
	
	
	8,370.1 
	
	
	
	7,976.9 
	
	
	
	6,318.5 
	
	

	Taxes on income 
	
	
	2,462.0 
	
	
	
	2,856.9 
	
	
	
	2,894.9 
	
	
	
	2,766.7 
	
	
	
	2,578.1 
	
	
	
	2,774.5 
	
	
	
	1,749.9 
	
	

	Income from continuing operations 
	
	
	6,589.6 
	
	
	
	6,794.8 
	
	
	
	7,053.2 
	
	
	
	6,595.6 
	
	
	
	5,792.0 
	
	
	
	5,202.4 
	
	
	
	4,568.6 
	
	

	Income from discontinued operations, net of taxes 
	
	
	241.3 
	
	
	
	354.7 
	
	
	
	228.6 
	
	
	
	226.1 
	
	
	
	98.5 
	
	
	
	45.8 
	
	
	
	45.5 
	
	

	Net income 
	
	
	6,830.9 
	
	
	
	7,149.5 
	
	
	
	7,281.8 
	
	
	
	6,821.7 
	
	
	
	5,890.5 
	
	
	
	5,248.2 
	
	
	
	4,614.1 
	
	

	Basic earnings per common share 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Continuing operations 
	
	$ 
	2.95 
	
	
	$ 
	3.01 
	
	
	$ 
	3.08 
	
	
	$ 
	2.86 
	
	
	$ 
	2.47 
	
	
	$ 
	2.19 
	
	
	$ 
	1.90 
	
	

	
	Discontinued operations 
	
	
	.11 
	
	
	
	.16 
	
	
	
	.10 
	
	
	
	.10 
	
	
	
	.04 
	
	
	
	.02 
	
	
	
	.02 
	
	

	
	Net income 
	
	$ 
	3.05 
	(3) 
	
	$ 
	3.17 
	
	
	$ 
	3.18 
	
	
	$ 
	2.96 
	
	
	$ 
	2.51 
	
	
	$ 
	2.21 
	
	
	$ 
	1.92 
	
	

	Earnings per common share assuming dilution 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Continuing operations 
	
	$ 
	2.92 
	
	
	$ 
	2.98 
	
	
	$ 
	3.04 
	
	
	$ 
	2.80 
	
	
	$ 
	2.41 
	
	
	$ 
	2.13 
	
	
	$ 
	1.85 
	
	

	
	Discontinued operations 
	
	
	.11 
	
	
	
	.16 
	
	
	
	.10 
	
	
	
	.10 
	
	
	
	.04 
	
	
	
	.02 
	
	
	
	.02 
	
	

	
	Net income 
	
	$ 
	3.03 
	
	
	$ 
	3.14 
	
	
	$ 
	3.14 
	
	
	$ 
	2.90 
	
	
	$ 
	2.45 
	
	
	$ 
	2.15 
	
	
	$ 
	1.87 
	
	

	Cash dividends declared 
	
	
	3,264.7 
	
	
	
	3,204.2 
	
	
	
	3,156.1 
	
	
	
	2,905.7 
	
	
	
	2,629.3 
	
	
	
	2,353.0 
	
	
	
	2,094.8 
	
	

	Cash dividends paid per common share 
	
	$ 
	1.45 
	
	
	$ 
	1.41 
	
	
	$ 
	1.37 
	
	
	$ 
	1.21 
	
	
	$ 
	1.10 
	
	
	$ 
	.95 
	
	
	$ 
	.85 
	
	

	Capital expenditures 
	
	
	1,915.9 
	
	
	
	2,128.1 
	
	
	
	2,401.8 
	
	
	
	2,471.0 
	
	
	
	2,369.1 
	
	
	
	1,860.2 
	
	
	
	1,348.5 
	
	

	Depreciation 
	
	
	1,129.6 
	
	
	
	1,067.5 
	
	
	
	949.7 
	
	
	
	803.0 
	
	
	
	682.8 
	
	
	
	610.0 
	
	
	
	532.0 
	
	

	Year-End Position: 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Working capital 
	
	$ 
	1,957.6 
	
	
	$ 
	2,011.2 
	
	
	$ 
	1,417.4 
	
	
	$ 
	3,643.8 
	
	
	$ 
	2,500.4 
	
	
	$ 
	4,159.7 
	
	
	$ 
	2,644.4 
	
	

	Property, plant and equipment (net) 
	
	
	14,169.0 
	
	
	
	14,195.6 
	
	
	
	13,103.4 
	
	
	
	11,482.1 
	
	
	
	9,676.7 
	
	
	
	7,843.8 
	
	
	
	6,609.4 
	
	

	Total assets 
	
	
	40,587.5 
	(4) 
	
	
	47,561.2 
	
	
	
	44,021.2 
	
	
	
	40,154.9 
	
	
	
	35,933.7 
	
	
	
	31,853.4 
	
	
	
	25,735.9 
	
	

	Long-term debt 
	
	
	5,096.0 
	
	
	
	4,879.0 
	
	
	
	4,798.6 
	
	
	
	3,600.7 
	
	
	
	3,143.9 
	
	
	
	3,220.8 
	
	
	
	1,346.5 
	
	

	Stockholders’ equity 
	
	
	15,576.4 
	(4) 
	
	
	18,200.5 
	
	
	
	16,050.1 
	
	
	
	14,832.4 
	
	
	
	13,241.6 
	
	
	
	12,801.8 
	
	
	
	12,594.6 
	
	

	Financial Ratios: 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Income from continuing operations as a % of sales 
	
	
	29.3 
	% 
	
	
	31.7 
	% 
	
	
	33.3 
	% 
	
	
	33.0 
	% 
	
	
	33.5 
	% 
	
	
	34.5 
	% 
	
	
	32.7 
	% 
	

	Net income as a % of average total assets 
	
	
	14.9 
	% 
	
	
	15.5 
	% 
	
	
	17.3 
	% 
	
	
	17.9 
	% 
	
	
	17.4 
	% 
	
	
	18.2 
	% 
	
	
	18.5 
	% 
	

	Year-End Statistics: 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Average common shares outstanding (millions) 
	
	
	2,236.7 
	
	
	
	2,257.5 
	
	
	
	2,288.3 
	
	
	
	2,306.9 
	
	
	
	2,349.0 
	
	
	
	2,378.8 
	
	
	
	2,409.0 
	
	

	Average common shares outstanding assuming dilution (millions) 
	
	
	2,253.1 
	
	
	
	2,277.0 
	
	
	
	2,322.3 
	
	
	
	2,353.2 
	
	
	
	2,404.6 
	
	
	
	2,441.1 
	
	
	
	2,469.5 
	
	

	Number of stockholders of record 
	
	
	233,000 
	
	
	
	246,300 
	
	
	
	256,200 
	
	
	
	265,700 
	
	
	
	280,500 
	
	
	
	269,600 
	
	
	
	263,900 
	
	

	Number of employees 
	
	
	63,200 
	(4) 
	
	
	77,300 
	
	
	
	78,100 
	
	
	
	69,300 
	
	
	
	62,300 
	
	
	
	57,300 
	
	
	
	53,800 
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