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Merck 327|21A(FORM 10-Q)

In February 2024, Merck and Alteogen Inc. (Alteogen) converted their existing non-exclusive license agreement into an exclusive license for the use of Alteogen’s
proprietary berahyaluronidase alfa for the formulation of subcutaneous pembrolizumab. Pursuant to the amended agreement, Alteogen is eligible to receive regulatory approval
milestone payments of up to $51 million, as well as annual and cumulative sales-based milestone payments of up to $1.0 billion in the aggregate. After the achievement of all
sales-based milestones, a 2% royalty on net sales is payable to Alteogen. In September 2025, the U.S. Food and Drug Administration (FDA) approved Keytruda Qlex
(pembrolizumab and berahyaluronidase alfa-pmph) injection, which triggered regulatory milestone payments of $25 million in the aggregate from Merck to Alteogen.
Additionally, following FDA approval, the Company determined that it was probable that sales of Keytruda Qlex in the future would trigger $680 million of sales-based milestone
payments from Merck to Alteogen. Accordingly, in the third quarter of 2025, Merck recorded a $705 million liability for these regulatory and sales-based milestone payments and
a corresponding intangible asset related to Keytruda Qlex included in Other intangibles, Net. The intangible asset will be amortized over its estimated useful life through
December 2030. The $25 million of regulatory milestone payments were made in October 2025; the future sales-based milestone payments will be paid upon achievement of

the corresponding milestone.
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