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3M COMPANY
FORM 10-Q

For the Quarterly Period Ended September 30, 2015

PART I. Financial Information

Iltem 1. Financial Statements.

3M Company and Subsidiaries
Consolidated Statement of Income
(Unaudited)

Three months ended

Nine months ended

September 30, September 30,
(Millions, except per share amounts) 2015 024 2015 2014
Net sale $ 7,712 $ 8,137 $ 22,976$% 24,102
Operating expenses
Cost of sales 3,877 4,205 11,556 12,420
Selling, general and administrative expenses 1,530 1,597 4,644 4,875
Research, development and related expenses 429 434 1,330 1,334
Total operating expenses 5,836 6,236 17,530 18,629
Operating income 1,876 1,901 5,446 5,473
Interest expense and income
Interest expense 38 28 104 110
Interest income ) (7) (18) (25
Total interest expense — net 31 21 86 85
Income before income taxes 1,845 1,880 5,360 5,388
Provision for income taxes 547 569 1,558 1,569
Net income including noncontrolling intere $ 1,298 $ 1,311 $ 3,802 $ 3,819
Less: Net income attributable to noncontrollingenesst 2 8 7 42
Net income attributable to 3| $ 1,296 $ 1,303 $ 3,795 $ 3,777
Weighted average 3M common shares outstanding € bas 620.6 645.3 629.4 652.9
Earnings per share attributable to 3M common siddens
— basic $ 2.09 $ 202 $ 6.03 $ 5.78
Weighted average 3M common shares outstanding —
diluted 631.2 657.9 641.2 665.7
Earnings per share attributable to 3M common siuddens
— diluted $ 205 $ 198 $ 592 $ 5.67
Cash dividends paid per 3M common share $ 1.025 $ 0.855 $ 3.075 $ 2.565

The accompanying Notes to Consolidated Financetk&tents are an integral part of this statement.



3M Company and Subsidiaries
Consolidated Statement of Comprehensive Income

(Unaudited)
Three months ended Nine months ended
September 30, September 30,
(Millions) 2015 2014 2015 2014
Net income including noncontrolling inter $ 1,298 $ 1,311 $ 3,802 $ 3,819
Other comprehensive income (loss), net of tax:
Cumulative translation adjustment (472 (603 (642 (456
Defined benefit pension and postretirement plans
adjustment 236 59 423 180
Debt and equity securities, unrealized gain (loss) — (D) — 1
Cash flow hedging instruments, unrealized gainsjlos 1 68 39 61
Total other comprehensive income (loss), net of tax (235 477 (180 (214
Comprehensive income (loss) including noncontrgllin
interest 1,063 834 3,622 3,605
Comprehensive (income) loss attributable to norrodlintg
interest (1) 2 (5) (48)
Comprehensive income (loss) attributable to 3M $ 1,062 $ 836 $ 3,617 $ 3,557

The accompanying Notes to Consolidated FinancetkeBtents are an integral part of this statement.



3M Company and Subsidiaries
Consolidated Balance Sheet
(Unaudited)

September 30,

December 31,

(Dollars in millions, except per share amount) 2015 2014
Assets
Current assets
Cash and cash equivalents $ 1,605 $ 1,897
Marketable securities — current 153 626
Accounts receivable — net 4,610 4,238
Inventories
Finished goods 1,745 1,723
Work in process 1,061 1,081
Raw materials and supplies 903 902
Total inventories 3,709 3,706
Other current assets 1,531 1,298
Total current assets 11,608 11,765
Marketable securities — non-current 13 828
Investments 112 102
Property, plant and equipment 22,940 22,841
Less: Accumulated depreciation (14,470) (14,352)
Property, plant and equipment — net 8,470 8,489
Goodwill 9,354 7,050
Intangible assets — net 2,632 1,435
Prepaid pension benefits 60 46
Other assets 1,009 1,554
Total assets $ 33,258 $ 31,269
Liabilities
Current liabilities
Short-term borrowings and current portion of lorgat debt $ 2279 $ 106
Accounts payable 1,600 1,807
Accrued payroll 684 732
Accrued income taxes 105 435
Other current liabilities 2,364 2,918
Total current liabilities 7,032 5,998
Long-term debt 8,974 6,731
Pension and postretirement benefits 3,462 3,843
Other liabilities 1,566 1,555
Total liabilities $ 21,034 $ 18,127
Commitments and contingencies (Note 11)
Equity
3M Company shareholders’ equity:
Common stock, par value $.01 par value, 944,033sb5ées issued $ 9 $ 9
Additional paid-in capital 4,731 4,379
Retained earnings 36,235 34,317
Treasury stock, at cost: 328,320,119 shares aefdyer 30, 2015: 308,898,462
shares at December 31, 2014 (22,322) (19,307)
Accumulated other comprehensive income (loss) (6,467 (6,289
Total 3M Company shareholders’ equity 12,186 13,109
Noncontrolling intere: 38 33
Total equity $ 12,224 $ 13,142
Total liabilities and equity $ 33,258 $ 31,269

The accompanying Notes to Consolidated FinancatkeBtents are an integral part of this statement.




3M Company and Subsidiaries
Consolidated Statement of Cash Flows

(Unaudited)
Nine months ended
September 30,
(Millions) 2015 2014
Casl Flows from Operating Activities
Net income including noncontrolling intere $ 3,80: $ 3,81¢
Adjustments to reconcile net income including naroalling interest t net
cash provided t operating activitie
Depreciation and amortizatic 1,03¢ 1,05¢
Company pension and postretirement contribut (216 (112
Company pension and postretirement expt 41¢ 29¢
Stoclk-based compensation expel 23¢ 221
Deferred income taxe 39: (61)
Excess tax benefits from stc-based compensatic (137, (121
Changes in assets and liabilit
Accounts receivabl 478 (587
Inventories (139 (232
Accounts payabl (112 55
Accrued income taxes (current and I-term) (588 36
Other— net (132 74
Net cash provided by operating activit 4,08 4,44:
Cash Flows from Investing Activities
Purchases of property, plant and equipment (PF (1,015 (1,003
Proceeds from sale of PP&E and other as 17 11€
Acquisitions, net of cash acquir (2,910 (94)
Purchases of marketable securities and investr (486, (1,028
Proceeds from maturities and sale of marketablerdgiss and investmer 1,742 1,411
Proceeds from sale of busine 19 —
Other investing 22 20
Net cash used in investing activiti (2,611 (578
Cash Flows from Financing Activities
Change in sho-term deb+— net 1,16( 1,93¢
Repayment of debt (maturities greater than 90 ¢ (793 (1,551
Proceeds from debt (maturities greater than 90)c 3,42( 1,06¢
Purchases of treasury stc (4,204 (4,373
Proceeds from issuance of treasury stock pursoastotk option and bene
plans 51¢ 73¢
Dividends paid to shareholde (1,933 (1,672
Excess tax benefits from stc-based compensatic 137 121
Purchase of noncontrolling inter — (699
Other— net (99) (37)
Net cash used in financing activiti (1,694 (4,473
Effect of exchange rate changes on cash and casbadnts (69) (44)
Net increase (decrease) in cash and cash equis (292 (652
Cash and cash equivalents at beginning of 1,89 2,581
Cash and casequivalents at end of peri $ 1,60t $ 1,92¢

The accompanying Notes to Consolidated FinanciatkeBtents are an integral part of this statement.



3M Company and Subsidiaries
Notes to Consolidated Financial Statements
(Unaudited)

NOTE 1. Significant Accounting Policies
Basis of Presentation

The interim consolidated financial statements au@udited but, in the opinion of management, refidichdjustments
necessary for a fair statement of the Company’salfated financial position, results of operatiansl cash flows for
the periods presented. These adjustments congistrofal, recurring items. The results of operatifamsany interim
period are not necessarily indicative of resultstiie full year. The interim consolidated finangtdtements and notes
are presented as permitted by the requiremen@darterly Reports on Form 10-Q. This Quarterly Repa Form 10-
Q should be read in conjunction with the Compaiegssolidated financial statements and notes indudéts 2014
Annual Report on Form 10-K.

Foreign Currency Translation

Local currencies generally are considered the fanat currencies outside the United States. Asmedsliabilities for
operations in local-currency environments are teded at month-end exchange rates of the perioariegh Income and
expense items are translated at month-end exchategeof each applicable month. Cumulative traimsiadjustments
are recorded as a component of accumulated othepretiensive income (loss) in shareholders’ equity.

Although local currencies are typically consideasdthe functional currencies outside the UnitedeStainder
Accounting Standards Codification (ASC) 8B8@reign Currency Mattersthe reporting currency of a foreign entity’s
parent is assumed to be that entity’s functionalency when the economic environment of a foreigtiteis highly
inflationary—generally when its cumulative inflatidss approximately 100 percent or more for thedhyears that
precede the beginning of a reporting period. 3Méasbsidiary in Venezuela with operating incongesenting less
than 1.0 percent of 3M’s consolidated operatingime for 2014. 3M has determined that the applicabreulative
inflation rate of Venezuela has exceeded, and coes$ to exceed, 100 percent since November 20@@rdingly,
since January 1, 2010, the financial statementiseo¥/enezuelan subsidiary have been remeasuréisfinctional
currency were that of its parent.

The Venezuelan government sets official rates oharge and conditions precedent to purchase fooeigency at
these rates with local currency. Such rates andittions are subject to change. In January 2014y #rezuelan
government announced that a new agency, the Nateerder for Foreign Commerce (CENCOEX), had asslthe
role with respect to the continuation of the erigtofficial exchange rate; significantly expandee tise of a second
foreign exchange mechanism called the Compleme®gstem for Foreign Currency Acquirement (or SICAL#nd
issued exchange regulations indicating the SICA®é of exchange would be used for payments retatadernational
investments. The SICAD1 exchange mechanism, a eangitary currency auction system, had previousiy lneeated
for purchases of foreign currency by only certdigilele importers and tourists. In late March 20i Venezuelan
government launched a third foreign exchange masimrs8ICAD2, which relied on U.S. dollar cash an&ollar
denominated bonds offered by the Venezuelan Cetnak, PDVSA (the Venezuelan national oil and gasgany)
and certain private companies. SICAD2 was announsdtking available to all industry sectors antlitekaise would
not be restricted as to purpose. In February 205y enezuelan government introduced another foreigrency
exchange platform called the Marginal System oklkpr Currency (SIMADI), resulting in the eliminatiand
replacement of the SICAD?2 rate. The SIMADI rate wascribed as being derived from daily private biddand buyers
exchanging offers through authorized agents andoapgd and published by the Venezuelan Central Bank.

Since January 1, 2010, as discussed above, thecialatatements of 3M’s Venezuelan subsidiary Hmeen
remeasured as if its functional currency were tifidtis parent. For the periods presented, this esmement utilized the
official CENCOEX rate into March 2014, the SICADdte beginning in late March 2014, the SICAD2 ratgibning in
June 2014, and the SIMADI rate beginning in Febr2&r15. 3M’s uses of these applicable exchangs ragze based
upon evaluation of a number of factors includingy, tot limited to, the exchange rate the Compakigsezuelan



subsidiary may legally use to convert currencyeétansactions or pay dividends; the probabdityccessing and
obtaining currency by use of a particular rate echanism; and the Company’s intent and abilityse a particular
exchange mechanism. Other factors notwithstandiegremeasurement impacts as a result of the chamgese of
these exchange rates did not have material impacd’'s consolidated results of operations or fiahcondition.

The Company continues to monitor circumstancesivel#o its Venezuelan subsidiary. Changes in apple exchange
rates or exchange mechanisms may continue in theefurhese changes could impact the rate of exgghapplicable to
remeasure the Company’s net monetary assets ifiedjildenominated in Venezuelan Bolivars (VEF).cASeptember
30, 2015, the Company had a balance of net monasssts denominated in VEF of less than 500 miM&#f and the
CENCOEX, SICAD (formerly SICAD1), and SIMADI exchga rates were approximately 6 VEF, 13 VEF, and 200
VEF per U.S. dollar, respectively.

A need to deconsolidate the Company’s Venezuelbsidiary’'s operations may result from a lack ofleaegeability of
VEF-denominated cash coupled with an acute degoadat the ability to make key operational decisaue to
government regulations in Venezuela. 3M monitocsdies such as its ability to access various exchangchanisms;
the impact of government regulations on the Comjsaalyility to manage its Venezuelan subsidiary’git structure,
purchasing, product pricing, and labor relatioms] the current political and economic situationhivitVenezuela.
Based upon such factors as of September 30, 204 5;ampany continues to consolidate its Venezugalasidiary. As
of September 30, 2015, the balance of intercompacsivables due from this subsidiary is less tizgillion and its
equity balance is not significant.

Earnings Per Share

The difference in the weighted average 3M sharéstanding for calculating basic and diluted earsipgr share
attributable to 3M common shareholders is a rasfithe dilution associated with the Company’s stbeked
compensation plans. Certain options outstandingutietse stock-based compensation plans wereglatlad in the
computation of diluted earnings per share attribletdo 3M common shareholders because they woultiane had a
dilutive effect (5.5 million average options foetthree months ended September 30, 2015; 4.8 mdlerage options
for the nine months ended September 30, 2015;riigignt for the three months ended September @D42and 1.8
million average options for the nine months endept&mber 30, 2014). The computations for basicdilnted earnings
per share follow:

Earnings Per Share Computations

Three months ended Nine months ended
September 30, September 30,

(Amounts in millions, except per share amounts) 2015 2014 2015 2014
Numerator

Net income attributable to 3M $ 1,296 $ 1,303 $ 3,795 $ 3,777
Denominator:

Denominator for weighted average 3M common sha

outstanding — basic 620.6 645.3 629.4 652.9

Dilution associated with the Company’s stock-based

compensation plans 10.6 12.6 11.8 12.8

Denominator for weighted average 3M common sha

outstanding — diluted 631.2 657.9 641.2 665.7
Earnings per share attributable to 3M common sluddehns
— basic $ 2.09 $ 202 $ 6.03 $ 5.78
Earnings per share attributable to 3M common slddehs
— diluted $ 205 $ 198 $ 592 % 5.67



New Accounting Pronouncements

In April 2014, the Financial Accounting StandardsaBd (FASB) issued Accounting Standards Update (ASU

No. 2014-08Reporting Discontinued Operations and DisclosureBigposals of Components of an Entithich
changed the criteria for determining which dispssain be presented as discontinued operations adified related
disclosure requirements. This standard has thedtrgfaeducing the frequency of disposals repoagdiscontinued
operations, by requiring such a disposal to reptesatrategic shift that has or will have a majffect on an entity’s
operations and financial results. However, exisfimgvisions that prohibited an entity from repaogtia discontinued
operation if it had certain continuing cash flowsrovolvement with the component after disposaleveliminated by
this standard. The ASU also expands the disclogaretiscontinued operations and requires new dsakes related to
individually significant disposals that do not gbahs discontinued operations. For 3M, this ASUsweéfective
prospectively beginning January 1, 2015. This ASd$ applied to the 2015 divestiture information désed in Note 2
and had no material impact on consolidated resfibperations and financial condition.

In May 2014, the FASB issued ASU No. 2014-B@yenue from Contracts with Customensd in August 2015 issued
ASU No. 2015-14, which amended ASU No. 2014-0%afective date. The ASU, as amended, providésgies
comprehensive model to be used in the accountingef@nue arising from contracts with customers sugkrsedes
most current revenue recognition guidance, inclydnaustry-specific guidance. The standard’s stateé principle is
that an entity should recognize revenue to depetiansfer of promised goods or services to custsin an amount
that reflects the consideration to which the ergitpects to be entitled in exchange for those goodgrvices. To
achieve this core principle the ASU includes primris within a five step model that includes ideyitif) the contract
with a customer, identifying the performance olligras in the contract, determining the transacficoe, allocating the
transaction price to the performance obligationsl, @cognizing revenue when (or as) an entity fiasis performance
obligation. The standard also specifies the acéogrior some costs to obtain or fulfill a contragth a customer and
requires expanded disclosures about revenue re@myni he standard provides for either full retresiive adoption or
a modified retrospective adoption by which it ipkgd only to the most current period presented.3h, the ASU, as
amended, is effective January 1, 2018. The Comjzacyrrently assessing this standard’s impact ors2Mnsolidated
results of operations and financial condition.

In February 2015, the FASB issued ASU No. 2015A8¢endments to the Consolidation Analygikich changes
guidance related to both the variable interestye(YIE) and voting interest entity (VOE) consoltda models. With
respect to the VIE model, the standard changesngmther things, the identification of variableeirdsts associated
with fees paid to a decision maker or service mtexithe VIE characteristics for a limited partoesimilar entity, and
the primary beneficiary determination. With resptecthe VOE model, the ASU eliminates the presuampthat a
general partner controls a limited partnershipimilar entity unless the presumption can otheriisevercome. Under
the new guidance, a general partner would largetycansolidate a partnership or similar entity urttie VOE model.
For 3M, this ASU is effective January 1, 2016, vatrly adoption permitted. 3M does not have sigaift involvement
with entities subject to consolidation considenagiampacted by the VIE model changes or with lichppartnerships
potentially impacted by the VOE model changes. Assalt, 3M does not expect this ASU to have a riatenpact on
the Company’s consolidated results of operatiomsfarancial condition.

In April 2015, the FASB issued ASU No. 2015-&mplifying the Presentation of Debt Issuance Ca@sid in August
2015 issued ASU No. 2015-1Bresentation and Subsequent Measurement of Dalarise Costs Associated with Line-
of-Credit ArrangementdJnder ASU 2015-03, debt issuance costs repometi@consolidated balance sheet would be
reflected as a direct deduction from the relatdat tability rather than as an asset. While ASU 2@B addresses costs
related to term debt, ASU No. 2015-15 providesifitation regarding costs to secure revolving linésredit, which

are, at the outset, not associated with an outstgrmbrrowing. ASU No. 2015-15 provides comment#at the SEC
staff would not object to an entity deferring amdgenting costs associated with line-of-creditrayeanents as an asset
and subsequently amortizing them ratably overé¢hm tof the revolving debt arrangement. For 3M, Asal 2015-03 is
effective January 1, 2016, with early adoption ged. Retrospective application to prior periosiséquired. As this
standard impacts only the classification of certaimounts within the consolidated balance sheetd8&s not expect
this ASU to have a material impact on the Compangissolidated results of operations and finanaaldéion.



In April 2015, the FASB issued ASU No. 2015-@stomer’s Accounting for Fees Paid in a Cloud Agement
which requires a customer to determine whetheoadcEomputing arrangement contains a software dicelfi the
arrangement contains a software license, the cestamuld account for fees related to the softwaenke element in a
manner consistent with accounting for the acquisitif other acquired software licenses. If therageament does not
contain a software license, the customer would @atctor the arrangement as a service contract.rfangement would
contain a software license element if both (1)dhstomer has the contractual right to take possesdithe software at
any time during the hosting period without sigrafit penalty and (2) it is feasible for the custoioegither run the
software on its own hardware or contract with aaoarty unrelated to the vendor to host the saftwior 3M, this
ASU is effective January 1, 2016, with early adoptpermitted. The standard provides for adoptitimeeifully
retrospectively or prospectively to arrangementsrex into, or materially modified, after the effee date. The
Company is currently assessing this ASU’s impacBii's consolidated results of operations and finanmondition.

In May 2015, the FASB issued ASU No. 2015-D¥sclosures for Investments in Certain Entities flGalculate Net
Asset Value per Share (or Its Equivalei)is standard modifies existing disclosure reguients such that investments
for which the practical expedient is used to measieir fair value at net asset value (NAV) wouddrbmoved from the
fair value hierarchy disclosures. Instead, an gmiuld be required to include those investmenta geconciling item
such that the total fair value amount of investraémthe fair value hierarchy disclosure is comsiswith the amount

on the balance sheet. Changes were also made tegthieements in a sponsor’s employee benefit ptmet

disclosures. For 3M, this standard is effectiveuday 1, 2016, with retrospective application regdirEarly adoption is
permitted. As this ASU only impacts certain disci@s, it will not impact the Company’s consolidatedults of
operations and financial condition.

In July 2015, the FASB issued ASU No. 2015-implifying the Measurement of Inventomhich modifies existing
requirements regarding measuring inventory atahet of cost or market. Under existing standarus,nharket amount
requires consideration of replacement cost, ndizedde value (NRV), and NRV less an approximatetymal profit
margin. The new ASU replaces market with NRV, dafims estimated selling prices in the ordinary saaf business,
less reasonably predictable costs of completiapatial and transportation. This eliminates the neeétermine and
consider replacement cost or NRV less an approeiyjabrmal profit margin when measuring inventdfgr 3M, this
standard is effective prospectively beginning Jaynda2017, with early adoption permitted. The Camypis currently
assessing this ASU’s impacts on 3M’s consolidagsdlts of operations and financial condition.

In September 2015, the FASB issued ASU No. 201%i6plifying the Accounting for Measurement-Period
Adjustmentsthat eliminates the requirement for an acquinmea business combination to account for measurement
period adjustments retrospectively. Under exissitamdards, an acquirer in a business combinatjmorieprovisional
amounts with respect to acquired assets and ligkilivhen their measurements are incomplete dwanid of the
reporting period. Prior to the impact of this ASuh, acquirer is required to adjust provisional antsand the related
impact on earnings) by restating prior period fitiahstatements during the measurement period wdaamot exceed
one year from the date of acquisition. The new gui@ requires that the cumulative impact of a nreasent-period
adjustment (including the impact on prior periods)recognized in the reporting period in whichadgistment is
identified—eliminating the requirement to restat®pperiod financial statements. The new standagtires disclosure
of the nature and amount of measurement-periodstdgnts as well as information with respect topibeion of the
adjustments recorded in current-period earningsvibald have been recorded in previous reportirgpps if the
adjustments to provisional amounts had been rezedras of the acquisition date. The ASU is appiedpectively to
measurement-period adjustments that occur aftegfteetive date. For 3M, this standard is requipeakpectively
beginning January 1, 2016, with early adoption piéech The Company expects to adopt this standandeasurement-
period adjustments beginning October 1, 2015.
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NOTE 2. Acquisitions and Divestitures

3M makes acquisitions of certain businesses from to time that the Company feels align with itatetgic intent with
respect to, among other factors, growth marketsaaif@tcent product lines or technologies. Goodw#iulting from
business combinations is largely attributable todkisting workforce of the acquired businessessynérgies expected
to arise after 3M’s acquisition of these busineskeaddition to business combinations, 3M periafljcacquires certain
tangible and/or intangible assets and purchaserestit in certain enterprises that do not otherauisdify for
accounting as business combinations. These transactre largely reflected as additional assetlase and
investment activity.

During the nine months ended September 30, 20&5ulchase price paid for business combinatiortsofngash
acquired) was $2.9 billion (discussed below). Thecation of substantially all the purchase consitien related to the
August 2015 Capital Safety and Polypore Separafibedia acquisitions is considered preliminary. 3kpects to
finalize the allocation of purchase price withie thne year measurement-period following these aitauis.

2015 Acquisition Activity

(Millions) Polypore

Asset (Liability) Capital Safety Separations Media Other Total
Accounts receivable $ 66 $ 30 $ 7% 103
Inventory 64 35 4 103
Other current assets 10 1 4 15
Property, plant, and equipment 35 132 7 174
Purchased finite-lived intangible assets 1,009 329 51 1,389
Purchased goodwiill 1,782 628 95 2,505
Accounts payable and other liabilities, net of othssets (77) (118 (5) (200
Interest bearing debt (767 — — (767)
Deferred tax asset/(liability) (402 — (10) (412
Net assets acquire $ 1,720 $ 1,037 $ 153 $ 2,910
Supplemental information:

Cash paid $ 1,754 $ 1,037 $ 154 $ 2,945
Less: Cash acquired 34 — 1 35
Cash paid, net of cash acquired $1,720 $ 1,037 $ 153 $ 2,910

Purchased identifiable finite-lived intangible asselated acquisitions which closed in the ninenthe ended
September 30, 2015 totaled $1.4 billion. The asdedifinite-lived intangible assets acquired wdldmortized on a
systematic and rational basis (generally straiiglef lover a weighted-average life of 17 years fivenging from two to
23 years). Acquired in-process research and dewedopand identifiable intangible assets for whigmigicant
assumed renewals or extensions of underlying agrargts impacted the determination of their uséfaklwere not
material. Pro forma information related to acqiosis was not included because the impact on thep@ayis
consolidated results of operations was not conséiey be material.

In March 2015, 3M (Health Care Business) purchadkeaf the outstanding shares of Ivera Medical Corp
headquartered in San Diego, California. Ivera Mald@orp. is a manufacturer of health care prodinasdisinfect and
protect devices used for access into a patientsdstream. In addition, in the first quarter of 203M (Industrial
Business) purchased the remaining interest inradoequity method investment for an immaterial antou

In August 2015, 3M (Safety and Graphics Businesguaied all of the outstanding shares of Capitd&§aGroup
S.A.R.L., with operating headquarters in BloomimgtMinnesota, from KKR & Co. L.P. for $1.7 billiongt of cash
acquired. The net assets acquired included thergtgn of $0.8 billion of debt. Capital Safety isemding global
provider of fall protection equipment.

In August 2015, 3M (Industrial Business) acquirleel &ssets and liabilities associated with Polyjhateynational, Inc.’s
Separations Media business, headquartered in Wighp8ermany, for $1.0 billion. Polypore’s Sepasat Media
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business is a leading provider of microporous memés and modules for filtration in the life sciendadustrial and
specialty segments.

Divestitures:

3M may divest certain businesses from time to firased upon review of the Company’s portfolio coasity, among
other items, factors relative to the extent oftey& and technological alignment and optimizatibcapital

deployment, in addition to considering if sellitptbusinesses results in the greatest value andatithe Company and
for shareholders.

In January 2015, 3M (Electronics and Energy Busnhesmpleted the sale of its global static cortiriness to Desco
Industries Inc., based in Chino, California. 204#s of this business were $46 million. This tratisa was not
considered material.

In October 2015, 3M (Safety and Graphics Businaespunced that it completed the sale of assets dfdrth
American library systems business to One Equityrieas Capital Advisors L.P. (OEP) and that it estleinto
agreements for OEP to purchase the assets ofii@meng global library systems business. In Oct@¥r5, 3M (Safety
and Graphics Business) also announced that itwedei binding offer from Hills Numberplates Limitealpurchase
Faab Fabricauto, a wholly-owned subsidiary of 3Me Tibrary systems business, part of the Traffifeyeand Security
Division, delivers circulation management solutidmdibrary customers with on-premise hardware soitware,
maintenance and service, and an emerging clouditzhgital lending platform. Faab Fabricauto, alsetf the Traffic
Safety and Security Division, is a leading Frenanafacturer of license plates and signage solutibine aggregate
selling price relative to the global library systeend Faab Fabricauto divestiture transactiongpsoximately $120
million, subject to working capital at close. Thamaining transactions are expected to close ifotnth quarter of
2015. The Company expects a net pre-tax gain abappately $45 million (approximately $10 millioriter tax) as a
result of the sale and any adjustment of carrymige related to these divestitures. The aggregaeating income of
these businesses included in the Company’s opgregsults for the periods presented and the amadimsjor assets
and liabilities of associated disposal groups diessas held-for-sale as of September 30, 201%wet material.

Refer to Note 2 in 3M’s 2014 Annual Report on FA®K for more information on 3M’s acquisitions adigestitures.
NOTE 3. Goodwill and Intangible Assets

Purchased goodwill from acquisitions totaled $2lkob during the first nine months of 2015, $628lion of which is
deductible for tax purposes. The amounts in thafiStation and other” column in the following tablémarily relate to

changes in foreign currency exchange rates. Thdwjtidbalances by business segment as of Decemhet(@.4 and
September 30, 2015, follow:

Goodwill
December 31, 2014 Acquisition Translation September 30, 2015

(Millions) Balance activity and other Balance
Industrial $ 2037 $ 629 $ (84 $ 2,582
Safety and Graphics 1,650 1,782 (41) 3,391
Electronics and Energy 1,559 — (26) 1,533
Health Care 1,589 94 (44) 1,639
Consumer 215 — (6) 209
Total Company $ 7050 $ 2505 $ (201 % 9,354

Accounting standards require that goodwill be g$te impairment annually and between annual t@stertain
circumstances such as a change in reporting untteedesting of recoverability of a significansasgroup within a
reporting unit. At 3M, reporting units generallyroespond to a division.

Effective in the third quarter of 2015, the Compdonmed the Oral Care Solutions Division, which doned the
former 3M ESPE and 3M Unitek divisions (both withive Health Care business segment). During the thiarter of
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2015, the Company completed its assessment of @eyntal goodwill impairment for reporting units jiacted by this
new structure and determined that no impairmerstedi

Acquired Intangible Assets

For the nine months ended September 30, 2015 git@rassets (excluding goodwill) acquired throbgkiness
combinations increased the gross carrying amoualari8es are also impacted by changes in foreigermcy exchange
rates. The carrying amount and accumulated amudizaf acquired finite-lived intangible assetsaitdition to the
balance of non-amortizable intangible assets, & pfember 30, 2015, and December 31, 2014, follow:

September 30, December 31,

(Millions) 2015 2014
Customer related intangible assets $ 2,063 $ 1,348
Patents 620 581
Other technology-based intangible assets 527 407
Definite-lived tradenames 834 401
Other amortizable intangible assets 230 221
Total gross carrying amount $ 4,274 $ 2,958
Accumulated amortization — customer related (659) (597)
Accumulated amortization — patents 47 (472
Accumulated amortization — other technology based (239) (215)
Accumulated amortization — definite-lived tradename (214 (195
Accumulated amortization — other (169) (167)
Total accumulated amortization $ (1,758 $ (1,646

Total finite-lived intangible assets — net $ 2516 $ 1,312
Non-amortizable intangible assets (primarily tradensime 116 123

Total intangible assets — net $ 2632 $ 1,435

Amortization expense for acquired intangible astmtshe three-month and nine-month periods endsste®nber 30,
2015 and 2014 follows:

Three months ended Nine months ended
September 30, September 30,
(Millions) 2015 2014 2015 2014
Amortization expense $ 66 $ 56 $ 169 $ 170

The table below shows expected amortization expfmsscquired amortizable intangible assets reabaeof
September 30, 2015:

Remainder
of After
(Millions) 2015 2016 2017 2018 2019 2020 Qo2
Amortization expense $ 71 $ 273 $ 247 $ 226 $ 213 $ 203 $ 1,283

The preceding expected amortization expense istamage. Actual amounts of amortization expense difigr from
estimated amounts due to additional intangibletassguisitions, changes in foreign currency excleamages,
impairment of intangible assets, accelerated amaiitin of intangible assets and other events. 3p&eses the costs
incurred to renew or extend the term of intangddeets.
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NOTE 4. Supplemental Equity and Comprehensive Iname Information
Consolidated Statement of Changes in Equity

Three months ended September 30, 2015

3M Company Shareholders

Common Accumulated

Stock and Other

Additional Comprehensive Non-

Paid-in Retained Treasury Income controlling

(Millions) Total Capital Earnings Stock (Loss) Interest
Balance at June 30, 2015 $ 13,130 $ 4694 $ 35615 $ (20,983 $ (6,233 $ 37
Net incom 1,298 1,296 2
Other comprehensive income (loss), net of tax:
Cumulative translation adjustment 472 471 Q)
Defined benefit pension and post-retirement plans
adjustment 236 236 —
Debt and equity securities - unrealized gain (los: — — —
Cash flow hedging instruments - unrealized gain
(loss) 1 1 —
Total other comprehensive income (loss), net of (235
Dividends declared (635) (635)
Stock-based compensation, net of tax impacts 46 46
Reacquired stock (1,449) (1,449)
Issuances pursuant to stock option and benefisf 69 41 110
Balance at September 30, 2015 $ 12224 $ 4740 $ 36,235 $ (22,322) $ (6,467) $ 38

Nine months ended September 30, 2015

3M Company Shareholders

Common Accumulated

Stock and Other

Additional Comprehensive Non-

Paid-in Retained Treasury Income controlling

(Millions) Total Capital Earnings Stock (Loss) Interest
Balance at December 31, 2014 $ 13142 $ 4388 $ 34,317 $ (19,307 $ (6,289 $ 33
Net incom 3,802 3,795 7
Other comprehensive income (loss), net of tax:
Cumulative translation adjustment (642 (640 2)
Defined benefit pension and post-retirement plans
adjustment 423 423 —
Debt and equity securities - unrealized gain (los: — — —
Cash flow hedging instruments - unrealized gain
(loss) 39 39 —
Total other comprehensive income (loss), net of (180
Dividends declared (1,284) (1,284)
Stock-based compensation, net of tax impacts 352 352
Reacquired stock (4,132) (4,132)
Issuances pursuant to stock option and benefity 524 (593 1,117
Balance at September 30, 2015 $ 12224 $ 4740 $ 36,235 $ (22,322) $ (6,467) $ 38

14



Three months ended September 30, 2014

3M Company Shareholders

Common Accumulated

Stock and Other

Additional Comprehensive Non-

Paid-in Retained Treasury Income controlling
(Millions) Total Capital Earnings Stock (Loss) Interest
Balance at June 30, 2014 $ 17846 $ 4650 $ 33836 $ (17,466 $ (3,666 $ 492
Net incom: 1,311 1,303 8
Other comprehensive income (loss), net of tax:
Cumulative translation adjustment (603 (593 (10;
Defined benefit pension and post-retirement plans
adjustment 59 59 —
Debt and equity securities - unrealized gain (los: Q) Q) —
Cash flow hedging instruments - unrealized gain
(loss) 68 68 —
Total other comprehensive income (loss), net of 477,
Dividends declared (550) (550)
Purchase of subsidiary shares (865 (433 25 (457
Stock-based compensation, net of tax impacts 69 69
Reacquired stock (1,283 (2,283
Issuances pursuant to stock option and benefisplan 155 (105) 260
Balance at September 30, 2014 $ 16,206 $ 4286 $ 34484 $ (18,489 $ (4,108 $ 33
Nine months ended September 30, 2014
3M Company Shareholders

Common Accumulated

Stock and Other

Additional Comprehensive Non-

Paid-in Retained Treasury Income controlling

(Millions) Total Capital Earnings Stock (Loss) Interest
Balance at December 31, 2013 $ 17948 $ 4384 $ 32416 $ (15385 $ (3913 $ 446
Net incom: 3,819 3,777 42
Other comprehensive income (loss), net of tax:
Cumulative translation adjustment (456 (462 6
Defined benefit pension and post-retirement plans
adjustment 180 180 —
Debt and equity securities - unrealized gain (los: 1 1 —
Cash flow hedging instruments - unrealized gain
(loss) 61 61 —
Total other comprehensive income (loss), net of (214
Dividends declared (1,105) (1,105)
Purchase of subsidiary shares (870 (434 25 (461
Stock-based compensation, net of tax impacts 336 336
Reacquired stock (4,438 (4,438
Issuances pursuant to stock option and benefisplan 730 (604) 1,334
Balance at September 30, 2014 $ 16,206 $ 4286 $ 34484 $ (18,489 $ (4,108 $ 33

In December 2014, 3M’s Board of Directors declaaditst-quarter 2015 dividend of $1.025 per sha@d in
March 2015). In December 2013, 3M’s Board of Dicestdeclared a first-quarter 2014 dividend of $8.86r share
(paid in March 2014). This reduced 3M'’s stockholdguity and increased other current liabilitie®fiboth
December 31, 2014 and December 31, 2013, by appately $0.6 billion.
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Changes in Accumulated Other Comprehensive Incomé_¢ss) Attributable to 3M by Component

Three months ended September 30, 2015

Total
Defined Benefit  Debt and Cash Flow  Accumulated
Pension and Equity Hedging Other
Cumulative Postretirement  Securities, Instruments, Comprehensive
Translation Plans Unrealized Unrealized Income
(Millions) Adjustment Adjustment Gain (Loss) Gain (Loss) (Loss)
Balance at June 30, 2015, net of tax: $ (1,264 $ (5,106 $ — 8 137 $ (6,233
Other comprehensive income (loss), before tax:
Amounts before reclassifications @arr 233 — 57 (187
Amounts reclassified out — 134 — (55) 79
Total other comprehensive income (loss), befor
tax @arr 367 — 2 (108
Tax effect 6 (131) — (1) (126)
Total other comprehensive income (loss), net o 471 236 — 1 (234
Balance at September 30, 2015, net of tax: $ (1,735) $ (4,870) $ — $ 138 $ (6,467)
Nine months ended September 30, 2015
Total
Defined Benefit  Debt and Cash Flow Accumulated
Pension and Equity Hedging Other
Cumulative Postretirement  Securities, Instruments, Comprehensive
Translation Plans Unrealized Unrealized Income
(Millions) Adjustment Adjustment Gain (Loss) Gain (Loss) (Loss)
Balance at December 31, 2014, net of tax: $ (1,095 $ (5,293 $ — 8 9 3 (6,289
Other comprehensive income (loss), before tax:
Amounts before reclassifications (533 257 — 177 (99
Amounts reclassified out — 399 — (116) 283
Total other comprehensive income (loss), befor
tax (533 656 — 61 184
Tax effect (107) (233) — (22) (362)
Total other comprehensive income (loss), net o (640 423 — 39 (178
Balance at September 30, 2015, net of tax: $ (1,735) $ (4,870) $ — $ 138 $ (6,467)
Three months ended September 30, 2014
Total
Defined Benefit ~ Debt and Cash Flow Accumulated
Pension and Equity Hedging Other
Cumulative  Postretirement  Securities, Instruments, Comprehensive
Translation Plans Unrealized Unrealized Income
(Millions) Adjustment Adjustment Gain (Loss) Gain (Loss) (Loss)
Balance at June 30, 2014, net of tax: $ 57 $ (3594 $ — % (15, $ (3,666
Other comprehensive income (loss), before tax:
Amounts before reclassifications (537 — Q) 98 (440
Amounts reclassified out — 89 — 9 98
Total other comprehensive income (loss), befor
tax (537 89 (1) 107 (342
Tax effect (56) (30) — (39) (125)
Total other comprehensive income (loss), net o (593 59 (1) 68 (467
Impact from purchase of subsidiary shares 41 (16) — — 25
Balance at September 30, 2014, net of tax: $ (609 $ (3,551 $ Q) $ 53 $ (4,108
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Nine months ended September 30, 2014

Total
Defined Benefit ~ Debt and Cash Flow Accumulated
Pension and Equity Hedging Other
Cumulative  Postretirement  Securities, Instruments, Comprehensive
Translation Plans Unrealized  Unrealized Income
(Millions) Adjustment Adjustment Gain (Loss) Gain (Loss) (Loss)
Balance at December 31, 2013, net of tax: $ (188 $ (3,715 $ 2 $ 8 $ (3,913
Other comprehensive income (loss), before tax:
Amounts before reclassifications (403 — 2 86 (315
Amounts reclassified out — 272 — 8 280
Total other comprehensive income (loss), befor
tax (403 272 2 94 (35
Tax effect (59) (92) (1) (33) (185)
Total other comprehensive income (loss), net o (462 180 1 61 (220
Impact from purchase of subsidiary shares 41 (16) — — 25
Balance at September 30, 2014, net of tax $ (609 $ (3,551 $ Q) $ 53 $ (4,108

Income taxes are not provided for foreign transhatielating to permanent investments in internaicubsidiaries, but
tax effects within cumulative translation does utl# impacts from items such as net investment hgedgsactions.
Reclassification adjustments are made to avoid ldozdunting in comprehensive income items thatése recorded as
part of net income.

Reclassifications out of Accumulated Other Comprehasive Income Attributable to 3M

Amount Reclassified from

(Millions) Accumulated Other Comprehensive Incone
Details about Accumulated Other Three months ende&eptember30, Nine months ended Septembe30. Location on Income
Comprehensive Income Components 2015 2014 2015 2014 Statement

Gains (losses) associated with, defined benefit
pension and postretirement plans amortization

Transition asset $ —  $ 1 $ 1 $ 1 See Note 8

Prior service benefit 19 15 54 45 See Note 8

Net actuarial loss (153 (105; (471 (318 See Note 8

Curtailments/Settlements — — 17 — See Note 8
Total before tax (134 (89 (399 272

Provision for incom

Tax effect 44 30 135 92 taxes
Net of tay $ 90 $ 59 $ (264 $ (180

Debt and equity security gains (losses)
Selling, general and
administrative
Sales or impairments of securities $ — 3 — 3 — 3 — expenses
Total before tax — — — —

Provision for incom

Tax effect — — — — taxes
Net of tas $ —  $ — 3 — $ =
Cash flow hedging instruments gains (losse
Foreign currency forward/option contracts $ 5 $ 7 % 120 $ (9) Cost of sales
Commodity price swap contracts — Q) ) 2 Cost of sales
Interest rate swap contracts — (1) (2) (1) Interest expense
Total before tax 55 9) 116 (8)
Provision for incom
Tax effect (20) 3 (42) 3 taxes
Net of ta $ 35 % 6 $ 74 $ 5)
Total reclassifications for the period, net of tax$ (55) $ (65) $ (190) $ (185)
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Purchase and Sale of Subsidiary Shares

On September 1, 2014, 3M (via Sumitomo 3M Limitadyjuired Sumitomo Electric Industries, Ltd.'s 25qaat

interest in 3M’s consolidated Sumitomo 3M Limitadbsidiary for 90 billion Japanese Yen (approxima#365 million
at closing date exchange rates). Upon completigdheofransaction, 3M owned 100 percent of Sumit@ioLimited.
Approximately $694 million was recorded as a finagactivity in the statement of cash flows white remainder was
recorded as a current liability (paid in Octobel 20 This purchase of the remaining noncontroliimtgrest resulted in a
decrease in 3M Company shareholder’s equity of $4ili®n and a decrease in noncontrolling inteesgity of $457
million.

In April 2014, 3M purchased the remaining noncollitrg interest in a consolidated 3M subsidiary éorimmaterial
amount, which was classified as a financing agtiwitthe consolidated statement of cash flows.

The following table summarizes the effects of the@®4 transactions on equity attributable to 3M @any
shareholders for the respective periods.

Three months ended  Nine months ended

(Millions) September 30, 2014 September 30, 2014
Net income attributable to 3 $ 1,303 $ 3,777
Impact of purchase of subsidiary shares (408) (409)
Change in 3M Company shareholders' equity fromntatme

attributable to 3M and impact of purchase of stiasy shares $ 895 $ 3,368

NOTE 5. Income Taxes

The Company files income tax returns in the U.8efal jurisdiction, and various states and forgigisdictions. With
few exceptions, the Company is no longer subjett.& federal, state and local, or non-U.S. inctamxeexaminations
by tax authorities for years before 2005.

The IRS has completed its field examination of@mempany’s U.S. federal income tax returns for tearg 2005
through 2013. The Company protested certain IR8ipos within these tax years and entered intcatthainistrative
appeals process with the IRS. In December 201X tmpany received a statutory notice of deficiefarythe 2006
year. The Company filed a petition in Tax Courtha first quarter of 2013 relating to the 2006 yaar.

Currently, the Company is under examination bylR® for its U.S. federal income tax returns for ylears 2014 and
2015. It is anticipated that the IRS will complégexamination of the Company for 2014 by the ehthe first quarter
of 2016 and for 2015 by the end of the first quanfe2017. As of September 30, 2015, the IRS hapraposed any
significant adjustments to the Company’s tax posgifor which the Company is not adequately reskerve

Payments relating to other proposed assessmesitsgafiom the 2005 through 2015 examinations maybeanade
until a final agreement is reached between the @Gomppand the IRS on such assessments or upon ads@ution
resulting from the administrative appeals procegadicial action. In addition to the U.S. fedeeatamination, there is
also audit activity in several U.S. state and fgmgurisdictions.

3M anticipates changes to the Company’s uncergaipositions due to the closing and resolutionuafitissues for
various audit years mentioned above and closustatiites. The Company is not currently able toaealsly estimate
the amount by which the liability for unrecognizea benefits will increase or decrease during #v 42 months as a
result of the ongoing income tax authority examora. The total amounts of unrecognized tax bendit, if
recognized, would affect the effective tax rat@fSeptember 30, 2015 and December 31, 2014 a@ $#llfon and
$265 million, respectively.

The Company recognizes interest and penalties ederlated to unrecognized tax benefits in tax rgpeThe

Company recognized in the consolidated statemeinicome on a gross basis approximately $5 millibexpense and
$1 million of benefit for the three months endegt®eber 30, 2015 and September 30, 2014, resplyciare
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approximately $3 million of expense and $14 millmfrbenefit for the nine months ended SeptembeB805 and
September 30, 2014, respectively. At SeptembeR@05 and December 31, 2014, accrued interest amaltjgs in the
consolidated balance sheet on a gross basis wérmifiibn and $44 million, respectively. Includedthese interest and
penalty amounts are interest and penalties retateak positions for which the ultimate deductilyilis highly certain

but for which there is uncertainty about the timofguch deductibility. Because of the impact diedeed tax
accounting, other than interest and penaltiesdigmlowance of the shorter deductibility periodulebnot affect the
annual effective tax rate but would acceleratepéngment of cash to the taxing authority to an eaperiod.

The effective tax rate for the third quarter of 80tas 29.6 percent, compared to 30.3 percent ithitequarter of
2014, a decrease of 0.7 percentage points. Prifaaeiyrs that decreased the Company’s effectiveatxon a
combined basis by 3.1 percentage points year-onigeladed the restoration of tax basis on cergaisets for which
depreciation deductions were previously limitedjrammease in the domestic manufacturer's dedudtenefit, and
international taxes, which were impacted by chamgéareign currency rates and changes to the ggdge mix of
income before taxes. This decrease was partiaibebby a 2.4 percentage points year-on-year iseréathe
Company’s effective tax rate. Primary factors thateased the effective tax rate included remeasemnés of 3M's
uncertain tax positions and other items.

The effective tax rate for the first nine month®6f5 and 2014 was 29.1 percent, with factorsititaéased the tax rate
completely offset by factors that decreased thedsx Primary factors that increased the Compagiféstive tax rate
on a combined basis by 1.2 percentage points &ofirtst nine months of 2015 when compared to timeesperiod for
2014 included international taxes, which were inteddy changes in foreign currency rates and clsatogthe
geographic mix of income before taxes, and otleangt This increase was offset by a 1.2 percentaige year-on-year
decrease, which included remeasurements of 3M’srtaia tax positions, as a result of, among othetofrs, matters
related to transfer pricing, the restoration ofltasis on certain assets for which depreciationctémhs were

previously limited, and an increase in the domas@mnufacturer’'s deduction benefit.

The provision for income taxes is determined usirggasset and liability approach. Under this apghpdeferred
income taxes represent the expected future taxeqoiesices of temporary differences between theingramounts and
tax basis of assets and liabilities. The Compangnds a valuation allowance to reduce its defetagdissets when
uncertainty regarding their realizability exits. 88September 30, 2015 and December 31, 2014, dhgp@ny had
valuation allowances of $37 million and $22 milljoespectively, on its deferred tax assets. Theease in valuation
allowance at September 30, 2015 is a result oCtq@tal Safety acquisition, which was completedigust 2015.

19



NOTE 6. Marketable Securities

The Company invests in agency securities, corpaedtarities, asset-backed securities, treasuryiseswand other
securities. The following is a summary of amouetorded on the Consolidated Balance Sheet for nadrleesecurities
(current and non-current).

September 30, December 31,

(Millions) 2015 2014
U.S. government agency securities $ — 3 67
Foreign government agency securities 10 75
Corporate debt securities 11 241
Commercial paper 25 —
Certificates of deposit/time deposits 34 41
U.S. municipal securities 3 —
Asset-backed securities:

Automobile loan related 38 122

Credit card related 10 59

Equipment lease related 3 21

Other 19 —
Asset-backed securities total 70 202
Current marketable securities $ 153 §$ 626
U.S. government agency securities $ 1 3 41
Foreign government agency securities — 20
Corporate debt securities — 378
Certificates of deposit/time deposits — —
U.S. treasury securities — 38
U.S. municipal securities 12 15
Asset-backed securities:

Automobile loan related — 160

Credit card related — 103

Equipment lease related — 27

Other — 46
Asset-backed securities total — 336
Non-current marketable securities $ 13 $ 828
Total marketable securities $ 166 $ 1,454

Classification of marketable securities as curognton-current is dependent upon management’sdetéholding
period, the security’s maturity date and liquidinsiderations based on market conditions. If mamegt intends to
hold the securities for longer than one year ab@balance sheet date, they are classified asmwant. The lower
balance of marketable securities as of Septemhe2®ib, was driven by the 2015 acquisitions of Polg’s
Separations Media business and Capital Safetyisagssed in Note 2.

At September 30, 2015, both gross unrealized gaiddosses were immaterial. At December 31, 20f%ssgunrealized
losses totaled approximately $1 million (pre-tasjle gross unrealized gains totaled approxima$dlynillion (pre-
tax). Refer to Note 4 for a table that providesnberealized gains (losses) related to sales paimments of debt and
equity securities, which includes marketable séiesti The gross amounts of the realized gainssse® were not
material. Cost of securities sold use the firsfinst out (FIFO) method. Since these marketabteigges are classified
as available-for-sale securities, changes in faline will flow through other comprehensive incomith amounts
reclassified out of other comprehensive income @amings upon sale or “other-than-temporary” impait.
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3M reviews impairments associated with its markietabcurities in accordance with the measuremedague
provided by ASC 320nvestments-Debt and Equity Securitieben determining the classification of the imp=nt as
“temporary” or “other-than-temporary”. A temporamgpairment charge results in an unrealized lossgoegcorded in
the other comprehensive income component of shitetsd equity. Such an unrealized loss does naigedhet income
attributable to 3M for the applicable accountingipe because the loss is not viewed as other-teaiporary. The
factors evaluated to differentiate between tempoaad other-than-temporary include the projectédréucash flows,
credit ratings actions, and assessment of thetayadlity of the underlying collateral, as well@ber factors.

The balances at September 30, 2015 for marketablgities by contractual maturity are shown beldwstual
maturities may differ from contractual maturitieschuse the issuers of the securities may havegthieto prepay
obligations without prepayment penalties.

(Millions) September 30, 2015

Due in one year or less $ 71
Due after one year through five years 78
Due after five years through ten years 2
Due after ten years 15
Total marketable securities $ 166

3M has a diversified marketable securities portfolf $166 million as of September 30, 2015. Witthiis portfolio,
current and long-term asset-backed securitiemfesttid fair value of $70 million) primarily includeterests in
automobile loans, credit cards and equipment le&¢'s investment policy allows investments in ddsacked
securities with minimum credit ratings of Aa2 by Mty’'s Investors Service or AA by Standard & Poard-itch
Ratings or DBRS. Asset-backed securities must teel tay at least two of the aforementioned ratingnages, one of
which must be Moody’s Investors Service or StandaRbor’s. At September 30, 2015, all asset-bademirity
investments were in compliance with this policy pgximately 80.5 percent of all asset-backed sgcimvestments
were rated AAA or A-1+ by Standard & Poor’s andéaa or P-1 by Moody’s Investors Service and/or A&AF1+ by
Fitch Ratings. Interest rate risk and credit rislated to the underlying collateral may impactithkie of investments in
asset-backed securities, while factors such asrglecenditions in the overall credit market and tiag¢ure of the
underlying collateral may affect the liquidity ofiestments in asset-backed securities. 3M doesunantly expect risk
related to its holding in asset-backed securitiematerially impact its financial condition or liiglity.

NOTE 7. Long-Term Debt and Short-Term Borrowings

The Company has a “well-known seasoned issuerf sbgistration statement, effective May 16, 2014jch registers
an indeterminate amount of debt or equity securitie future sales. This replaced 3M’s previoudfgiegistration dated
August 5, 2011. In June 2014, as discussed in 8laie88M’s 2014 Annual Report on Form 10-K, in coatien with the
May 16, 2014, shelf registration, 3M re-commendsdriedium-term notes program (Series F) under wBidhmay
issue, from time to time, up to $9 billion aggregptincipal amount of notes.

In May 2015, 3M issued 650 million Euros aggregatacipal amount of five-year floating rate meditenm notes due
2020 with an interest rate based on a floatingetimenth EURIBOR index, 600 million Euros aggregaiecipal
amount of eight-year fixed rate medium-term notes 2023 with a coupon rate of 0.95%, and 500 milkaros
aggregate principal amount of fifteen-year fixeté naedium-term notes due 2030 with a coupon rafe®§%. As
discussed in Note 9, the May 2015 debt issuances designated in net investment hedges. In Auduss 23M issued
$450 million aggregate principal amount of threewyféxed rate medium-term notes due 2018 with gpoourate of
1.375%, $500 million aggregate principal amounfive-year fixed rate medium-term notes due 202G \&itoupon
rate of 2.0%, and $550 million aggregate princgrabunt of 10-year fixed rate medium-term notes2R@25 with a
coupon rate of 3.0%. Upon debt issuance, the Compatered into two interest rate swaps; the fiostverted the entire
$450 million three-year fixed rate note, and theosel converted $300 million of the five-year fixede note to an
interest rate based on a floating three-month LIB@fex. The May 2015 and August 2015 debt issuawees from
the medium-term notes program (Series F). As ofeédeper 30, 2015, the total amount of debt issuguhésof the
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medium-term note program (Series F), inclusiveadftdssued in 2011, 2012, 2014 and the 2015 déberced above,
is approximately $8.17 billion (utilizing the forgi exchange rate applicable at the time of issuforae Euro
denominated debt).

NOTE 8. Pension and Postretirement Benefit Plans

Net periodic benefit cost is recorded in cost ¢ésaselling, general and administrative expereed research,
development and related expenses. Components périetlic benefit cost and other supplemental imfation for the
three and nine months ended September 30, 201804 dfollow:

Benefit Plan Information

Three months ended September 30,
Qualified and Non-qualified

Pension Benefits Postretirement
United States International Benefits
(Millions) 2015 2014 2015 2014 2015 2014
Net periodic benefit cost (benefit)
Service cost $ 73 % 60 $ 36 $ 36 $ 19 $ 16
Interest cost 163 169 49 65 25 24
Expected return on plan assets (267) (261) (74) (79) (23) (22)
Amortization of transition (asset) obligation — — — Q) — —
Amortization of prior service cost (benefit) (6) 1 3) 4 (@ao (12)
Amortization of net actuarial (gain) loss 101 60 34 31 18 14
Net periodic benefit cost (benet $ 64 % 29 $ 42 $ 48 $29 $ 20
Settlements, curtailments, special termination benand other — — — — — —
Net periodic benefit cost (benefit) after settletsenurtailments, speci
termination benefits and other $ 64 $ 29 $ 42 $ 48 $ 29 $ 20

Nine months ended September 30,
Qualified and Non-qualified

Pension Benefits Postretirement
United States International Benefits
(Millions) 2015 2014 2015 2014 2015 2014
Net periodic benefit cost (benefit)
Service cost $ 219 $ 180 $ 118 $ 107 $ 62 $ 49
Interest cost 491 507 159 194 75 72
Expected return on plan assets (801) (783) (236) (238) (68) (67,
Amortization of transition (asset) obligation — — Q) 1) — —
Amortization of prior service cost (benefit) (18) 3 (20) (12) (26) (36)
Amortization of net actuarial (gain) loss 305 182 110 93 56 43
Net periodic benefit cost (benef $ 19 $ 89 $ 140 $ 143 $ 99 $ 61
Settlements, curtailments, special termination fiesnand other — — a7, — — —
Net periodic benefit cost (benefit) after settletsenurtailments, speci
termination benefits and other $ 196 $ 89 $ 123 $ 143 $ 99 $ 61

For the nine months ended September 30, 2015, ilsotiéms totaling $213 million were made to the Qamy’s U.S.
and international pension plans and $3 milliontsgostretirement plans. For total year 2015, thmg@any expects to
contribute approximately $250 million of cash ® dlobal defined benefit pension and postretirempéams. The
Company does not have a required minimum cash @ewesintribution obligation for its U.S. plans in1Z0 Future
contributions will depend on market conditionsenetst rates and other factors. 3M’s annual measnedate for
pension and postretirement assets and liabilisi€eicember 31 each year, which is also the datefasé¢he related
annual measurement assumptions.

3M was informed during the first quarter of 200®attthe general partners of WG Trading Companwhith 3M’s
benefit plans hold limited partnership interests, the subject of a criminal investigation as veslicivil proceedings by
the SEC and CFTC (Commodity Futures Trading Comiongsin March 2011, over the objections of 3M aixiother
limited partners of WG Trading Company, the distcourt judge ruled in favor of the court appointedeiver’s
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proposed distribution plan (and in April 2013, theited States Court of Appeals for the Second @iaffirmed the
district court’s ruling). The benefit plan trusteeldings of WG Trading Company interests were adjliso reflect the
decreased estimated fair market value, inclusivestimated insurance proceeds, as of the annuaureaent dates.
The Company has insurance that it believes, basedhat is currently known, will result in the prdiba recovery of a
portion of the decrease in original asset valughénfirst quarter of 2014, 3M and certain 3M béngans filed a
lawsuit in the U.S. District Court for the Distriof Minnesota against five insurers seeking insceacoverage for the
WG Trading Company claim. In September 2015, thetawled in favor of the defendant insurance coniggon a
motion for summary judgment and dismissed the la@wsuOctober 2015, 3M and the 3M benefit plaredia notice of
appeal to the United States Court of Appeals fer&lghth Circuit. As of the 2014 measurement dhiese holdings
represented less than one half of one percent ¢ &M value of total plan assets for the 3M pengplan. 3M
currently believes that the resolution of thesenevavill not have a material adverse effect ondbesolidated financial
position of the Company.

In March 2015, 3M Japan modified the Japan Limibedined Benefit Corporate Pension Plan (DBCPP).i38gg
July 1, 2015, eligible employees will receive a pamy provided contribution match of 6.12% of ttedigible salary to
their defined contribution plan. Employees will lemger earn additional service towards their defibenefit pension
plans after July 1, 2015, except for eligible Sakmabove the statutory defined contribution lin¥s a result of this
plan modification, the Company re-measured the DBG#Fhich resulted in a $17 million pre-tax curtagimh gain for
the nine months ended September 30, 2015.

In August 2015, 3M modified the 3M Retiree Welf&@enefit Plan postretirement medical benefit redgahe future
benefit for participants not retired as of Janugrg016. Current retirees and employees who retirer before January
1, 2016, will not be impacted by these changes.Rétiree Medical Savings Account (RMSA) will no gmr be
credited with interest, and the indexation on hbthRMSA and the Medicare Health Reimbursementifgeanent will
be reduced from 3 percent to 1.5 percent per yeathose employees who are eligible for these asts). Also
effective January 1, 2016, 3M will no longer of8M Retiree Health Care Accounts to new hires. @uése changes
the plan was re-measured in the third quarter @b2€esulting in a decrease to the projected beoleligation liability
of approximately $233 million, and a related in@®#o shareholders’ equity, specifically accumualaither
comprehensive income.

In addition, the Company also sponsors employemgayplans under Section 401(k) of the Internaldterxe Code, as
discussed in Note 10 in 3M’s 2014 Annual ReporForm 10-K.

NOTE 9. Derivatives

The Company uses interest rate swaps, currencysswammodity price swaps, and forward and optiartre@ts to
manage risks generally associated with foreign angh rate, interest rate and commaodity price fations. The
information that follows explains the various typdslerivatives and financial instruments used bl Bow and why
3M uses such instruments, how such instrumentaareunted for, and how such instruments impact Jiiancial
position and performance.

Additional information with respect to the impaots other comprehensive income of nonderivative megdgnd
derivative instruments is included in Note 4. Adufil information with respect to the fair valueddrivative
instruments is included in Note 10. Referencesfarmation regarding derivatives and/or hedgingrimaents
associated with the Company’s long-term debt &e alade in Note 7 herein and in Note 9 in 3M’s 28h#Aual
Report on Form 10-K.

Types of Derivatives/Hedging Instruments and Inclugn Income/Other Comprehensive Income

Cash Flow Hedges:

For derivative instruments that are designatedopradify as cash flow hedges, the effective portbthe gain or loss
on the derivative is reported as a component afratbmprehensive income and reclassified into agsiin the same
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period during which the hedged transaction affearsings. Gains and losses on the derivative reptieg either hedge
ineffectiveness or hedge components excluded frmnassessment of effectiveness are recognizedrnent@arnings.

Cash Flow Hedging - Foreign Currency Forward andtiop Contracts:The Company enters into foreign exchange
forward and option contracts to hedge against tleeteof exchange rate fluctuations on cash flo@saiminated in
foreign currencies. These transactions are desidrest cash flow hedges. The settlement or exteositrese
derivatives will result in reclassifications (fraaecumulated other comprehensive income) to earmintpe period
during which the hedged transactions affect eamiflyl may dedesignate these cash flow hedge ne#tips in
advance of the occurrence of the forecasted tréinsad he portion of gains or losses on the deneainstrument
previously accumulated in other comprehensive ireéon dedesignated hedges remains in accumulated ot
comprehensive income until the forecasted tranmaetifects earnings. Changes in the value of dévivanstruments
after dedesignation are recorded in earnings amthaluded in the Derivatives Not Designated asditeglInstruments
section below. Beginning in the second quarterddf42 3M began extending the maximum length of tawer which it
hedges its exposure to the variability in futurshcfiows of the forecasted transactions from aiptessterm of 12
months to a longer term of 24 months, with certairrencies being extended further to 36 monthsistain the first
quarter of 2015. The dollar equivalent gross nati@mount of the Company’s foreign exchange forveard option
contracts designated as cash flow hedges at Septe38p2015 was approximately $2.9 billion.

Cash Flow Hedging - Commaodity Price Managem&ihie Company manages commodity price risks throagjotiated
supply contracts, price protection agreements ansldrd contracts. 3M discontinued the use of conityqatice swaps
as cash flow hedges of forecasted commodity trdiosescin the first quarter of 2015. The Companydusemmodity
price swaps as cash flow hedges of forecasted caliyrtoansactions to manage price volatility. Th&ated mark-to-
market gain or loss on qualifying hedges was inetlish other comprehensive income to the extent#fe, and
reclassified into cost of sales in the period dymvhich the hedged transaction affected earnings.

Cash Flow Hedging — Interest Rate ContradtsAugust 2011, in anticipation of the Septemh@t Rissuance of $1
billion in five-year fixed rate notes, 3M execui@gre-issuance cash flow hedge on a notional anafu$#00 million
by entering into a forward-starting five-year flogj-to-fixed interest rate swap. Upon debt issuancgeptember 2011,
3M terminated the floating-to-fixed interest rateap. The termination of the swap resulted in a $liam pre-tax loss
($4 million after-tax) that will be amortized ovibre five-year life of the note.

In the third and fourth quarters of 2014, the Conypentered into forward starting interest rate ssvajih notional
amounts totaling 500 million Euros as a hedge agaiterest rate volatility associated with theefrasted issuance of
fixed rate debt. Upon issuance in November 201756f million Euros aggregate principal amount ofltweyear fixed
rate notes, 3M terminated these interest rate sWidpstermination resulted in an $8 million pre-(&% million after-
tax) loss within accumulated other comprehensicernme that will be amortized over the twelve-yefw &if the notes.

The amortization of losses referenced in the tvez@ding paragraphs is included in the tables balpart of the loss
recognized in income on the effective portion afielives as a result of reclassification from aocilated other
comprehensive income.

As of September 30, 2015, the Company had a balei$138 million (as shown in Note 4) associatétth the after-
tax net unrealized gain associated with cash fledging instruments recorded in accumulated othempecehensive
income. This includes a remaining balance of $%ionil(loss) related to the forward starting inténete swaps
(discussed in the preceding paragraphs), whichbeilhmortized over the respective lives of the sidased on
exchange rates as of September 30, 2015, 3M exjpeslassify approximately $36 million of theaaftax net
unrealized foreign exchange cash flow hedging gairesarnings over the remainder of 2015, approxiyai88 million
of the after-tax net unrealized foreign exchangshdlbbow hedging gains to earnings in 2016, and @aprately $14
million of the after-tax net unrealized foreign bange cash flow hedging gains to earnings afte6 2B expects to
reclassify approximately $109 million of the aftax net unrealized foreign exchange cash flow heglgains to
earnings over the next 12 months.

The location in the consolidated statements ofime@nd comprehensive income and amounts of gathkases
related to derivative instruments designated als fltas hedges are provided in the following tal¥eclassifications of
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amounts from accumulated other comprehensive indotoéncome include accumulated gains (losses) on
dedesignated hedges at the time earnings are ietbhygtthe forecasted transaction.

Three months ended September 30, 2015

Pretax Gain (Loss)
Recognized in Other
Comprehensive
Income on Effective

Pretax Gain (Loss) Recognized in

Income on Effective Portion of
Derivative as a Result of
Reclassification from
Accumulated Other

Ineffective Portim of Gain

(Loss) on Derivative ah
Amount Exclded from
Effectiveness Testing

(Millions) Portion of Derivative Comprehensive Income Recogred in Income
Derivatives in Cash Flow Hedging Relationships Amount Location Amount Location Amount
Foreign currency forward/option contracts $ 57 Costofsales $ 55 Costofsales $ —
Interest rate swap contracts — Interest expense — Interest expense —
Total $ 57 $ 55 $ —

Nine months ended September 30, 2015

Pretax Gain (Loss)
Recognized in Other
Comprehensive
Income on Effective

Pretax Gain (Loss) Recognized in

Income on Effective Portion of
Derivative as a Result of
Reclassification from
Accumulated Other

Ineffective Portim of Gain

(Loss) on Derivative ah
Amount Exclded from
Effectiveness Testing

(Millions) Portion of Derivative Comprehensive Income Recogred in Income
Derivatives in Cash Flow Hedging Relationships Amount Location Amount Location Amount
Foreign currency forward/option contracts $ 177 Cost of sales $ 120 Cost of sales $ =
Commodity price swap contracts — Cost of sales (2) Cost of sales —
Interest rate swap contracts - — Interestexpens (2) Interestexpens —
Total $ 177 $ 116 $ —

Three months ended September 30, 2014

Pretax Gain (Loss)
Recognized in Other
Comprehensive
Income on Effective

Pretax Gain (Loss) Recognized in

Income on Effective Portion of
Derivative as a Result of
Reclassification from
Accumulated Other

Ineffective Portim of Gain

(Loss) on Derivative ah
Amount Exclded from
Effectiveness Testing

(Millions) Portion of Derivative Comprehensive Income Recogred in Income
Derivatives in Cash Flow Hedging Relationships Amount Location Amount Location Amount
Foreign currency forward/option contracts 103 Costofsales $ (7) Costofsales $ —
Commodity price swap contracts (3) Cost of sales (1) Cost of sales —
Interest rate swap contracts - (2) Interest expens (1) Interest expens —
Total $ 98 $ 9 $ —

Nine months ended September 30, 2014

Pretax Gain (Loss)
Recognized in Other
Comprehensive
Income on Effective

Pretax Gain (Loss) Recognized in

Income on Effective Portion of
Derivative as a Result of
Reclassification from
Accumulated Other

Ineffective Portim of Gain
(Loss) on Derivative ah
Amount Exclded from
Effectiveness Testing

(Millions) Portion of Derivative Comprehensive Income Recogred in Income
Derivatives in Cash Flow Hedging Relationships Amount Location Amount Location Amount
Foreign currency forward/option contracts $ 90 Cost of sales $ (9) Cost of sales $ =
Commodity price swap contracts (2) Cost of sales 2 Cost of sales —
Interest rate swap contracts - (2) Interest expens (1) Interest expens —
Total $ 86 $ (8) $ —

Fair Value Hedges:

For derivative instruments that are designatedopradify as fair value hedges, the gain or losshenderivatives as well
as the offsetting loss or gain on the hedged ittribatable to the hedged risk are recognized mesu earnings.

Fair Value Hedging - Interest Rate Swajp$te Company manages interest expense using afriiked and floating
rate debt. To help manage borrowing costs, the @omnmay enter into interest rate swaps. Under theseigements,
the Company agrees to exchange, at specified aitgrhe difference between fixed and floating ies¢ amounts
calculated by reference to an agreed-upon notjpmatipal amount. The mark-to-market of these Yaiue hedges is

25



recorded as gains or losses in interest expenses arfitdet by the gain or loss of the underlyingptdastrument, which
also is recorded in interest expense. These faiev@edges are highly effective and, thus, thermisnpact on earnings
due to hedge ineffectiveness. The dollar equivalessed on inception date foreign currency exchaaigs) gross
notional amount of the Company’s interest rate sastfSeptember 30, 2015 was $1.8 billion.

In July 2007, in connection with the issuance eégen-year Eurobond for an amount of 750 millionoButhe
Company completed a fixed-to-floating interest i@t@p on a notional amount of 400 million Euros dair value
hedge of a portion of the fixed interest rate Eorabobligation. In August 2010, the Company terr@dal 50 million
Euros of the notional amount of this swap. As alltea gain of 18 million Euros, recorded as pédirthe balance of the
underlying debt, was amortized as an offset taéstieexpense over this debt’s remaining life. Pioaiermination of the
applicable portion of the interest rate swap, tlagkio-market of the hedge instrument was recoedegains or losses
in interest expense and was offset by the gaings dn carrying value of the underlying debt insent. Consequently,
the subsequent amortization of the 18 million Euszorded as part of the underlying debt balancenea part of gains
on hedged items recognized in income in the taidd®v. The remaining interest rate swap of 250iomlEuros
(notional amount) matured in July 2014.

In November 2013, 3M issued an eight-year 1.875%dfrate Eurobond for a face amount of 600 milkamos. Upon
debt issuance, 3M completed a fixed-to-floatingiiest rate swap on a notional amount of 300 miltonos as a fair
value hedge of a portion of the fixed interest Eteobond obligation.

In June 2014, 3M issued a five-year 1.625% fixad naedium-term note for a face amount of $625 arillilUpon debt
issuance, 3M completed a fixed-to-floating interas¢ swap on a notional amount of $600 milliomdair value hedge
of a portion of the fixed interest rate medium-terate obligation.

In August 2015, in connection with the issuanceneflium-term notes as discussed in Note 7, 3M cdeyblevo fixed-
to-floating interest rate swaps as fair value hedifea portion of these fixed interest rate oblmya. The first was for a
notional amount equivalent to the full $450 milliaggregate principal amount of three-year 1.375@dfrate notes due
2018. The second was for a notional amount of $8ilbn associated with the $500 million aggregpt®cipal

amount of five-year 2.0% fixed rate notes due 2020.

The location in the consolidated statements ofime@nd amounts of gains and losses related toadieevinstruments
designated as fair value hedges and similar infaomaelative to the hedged items are as follows:

Three months ended September 30, 2015

Gain (Loss) on Derivative

Gain (Loss) on Hedged Item

(Millions) Recognized in Income Recognized in Income

Derivatives in Fair Value Hedging Relationships Location Amount Location Amount

Interest rate swap contracts Interest expens  $ 20 Interestexpens $ (20
Total $ 20 $ (20)

Nine months ended September 30, 2015

Gain (Loss) on Derivative

Gain (Loss) on Hedged Item

(Millions) Recognized in Income Recognized in Income

Derivatives in Fair Value Hedging Relationships Location Amount Location Amount

Interest rate swap contracts Interest expens  $ 15 Interest expens $ (15,
Total 15 $ (15)

Three months ended September 30, 2014

(Millions)
Derivatives in Fair Value Hedging Relationships

Gain (Loss) on Derivative
Recognized in Income

Gain (Loss) on Hedged Item
Recognized in Income

Location Amount

Location Amount

Interest rate swap contracts
Total

Interest expens  $

26

Interest expens  $ —



Nine months ended September 30, 2014

Gain (Loss) on Derivative Gain (Loss) on Hedged Item
(Millions) Recognized in Income Recognized in Income
Derivatives in Fair Value Hedging Relationships Location Amount Location Amount
Interest rate swap contracts Interest expens  $ 13 Interestexpens $ a3
Total $ 13 $ (13)

Net Investment Hedges:

The Company may use non-derivative (foreign culyatenominated debt) and derivative (foreign exclediogward
contracts) instruments to hedge portions of the @amyg’'s investment in foreign subsidiaries and marfageign
exchange risk. The extent of 3M’s use of forwardtcacts may depend on the volume of foreign cugelemominated
debt already designated in net investment hedgesnBtruments that are designated and qualifyeaigés of net
investments in foreign operations and that meeeffectiveness requirements, the net gains or $oggbutable to
changes in spot exchange rates are recorded inlativeutranslation within other comprehensive ineomhe
remainder of the change in value of such instrumentecorded in earnings. Recognition in earnofgamounts
previously recorded in cumulative translation isited to circumstances such as complete or sulistgrdgomplete
liquidation of the net investment in the hedgeckign operation. To the extent foreign currency deinated debt is not
designated in or is dedesignated from a net inverstimedge relationship, changes in value of thetgroof foreign
currency denominated debt due to exchange ratgyelare recorded in earnings through their matdeits.

3M'’s use of foreign exchange forward contracts giesied in hedges of the Company’s net investmefaraign
subsidiaries can vary by time period depending bamwforeign currency denominated debt balanceguiatsd in such
relationships are dedesignated, matured, or aré/ngsued and designated. Additionally, variati@moccur in
connection with the extent of the Company’s desfoedign exchange risk coverage.

At September 30, 2015, the total notional amouribidign exchange forward contracts designatecdktrinvestment
hedges was approximately 974 million Euros and @pprately 440 billion South Korean Won, along wétlprincipal
amount of long-term debt instruments designatatkirinvestment hedges totaling 3.6 billion Eurasdescussed in
Note 9 in 3M’s 2014 Annual Report on Form 10-K, gfieally items C, D1, D2, and H, with additionalkdussion
within Note 7 of this report for the May 2015 dédsuances that were designated in net investmelgeisg. The
maturity dates of these derivative and nonderieaitstruments designated in net investment hedgegerfrom 2015 to
2030.

The Company revised amounts previously presentdteitables below for the pretax gain (loss) recaghas
cumulative translation within other comprehensiveoime on effective portion of instrument (“Gain Bggized as
CTA") for the three and nine months ended SepterbeR014 relative to foreign currency denominatett and in
total. These immaterial corrections increased theipusly presented amounts of the Gain recogrize@TA in the
disclosure tables below by $108 million and $168iom for the three and nine months ended Septer@be2014,
respectively. The revisions had no impact on thenfany’s consolidated results of operations, finalnmbndition, or
cash flows.

The location in the consolidated statements ofime@nd comprehensive income and amounts of gathkases
related to derivative and nonderivative instrumelgsignated as net investment hedges are as folldwese were no
reclassifications of the effective portion of netéstment hedges out of accumulated other compseleeimcome into
income for the periods presented in the table below
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Three months ended September 30, 2015

Derivative and Nonderivative Instruments in Net Innestment Hedging

Pretax Gain (Loss)
Recognized as
Cumulative Translation
within Other Ineffective Portion of Gain (Loss) on
Comprehensive Income Instrument and Amount Excluded
on Effective Portion of from Effectiveness Testing

Relationships Instrument Recognized in Income
(Millions) Amount Location Amount
Foreign currency denominated debt $ (24) N/A $ =
Foreign currency forward contracts 19 Cost of sales 4
Total $ (5) $ 4

Nine months ended September 30, 2015

Derivative and Nonderivative Instruments in Net Investment Hedging

Pretax Gain (Loss)
Recognized as
Cumulative Translation
within Other Ineffective Portion of Gain (Loss) on
Comprehensive Income Instrument and Amount Excluded
on Effective Portion of from Effectiveness Testing

Relationships Instrument Recognized in Income
(Millions) Amount Location Amount
Foreign currency denominated debt $ 161 N/A $ —
Foreign currency forward contracts 121 Cost of sales 8
Total $ 282 $ 8

Three months ended September 30, 2014

Derivative and Nonderivative Instruments in Net Investment Hedging

Pretax Gain (Loss)
Recognized as
Cumulative Translation
within Other Ineffective Portion of Gain (Loss) on
Comprehensive Income Instrument and Amount Excluded
on Effective Portion of from Effectiveness Testing

Relationships Instrument Recognized in Income
(Millions) Amount Location Amount
Foreign currency denominated debt $ 54 N/A $ —
Foreign currency forward contracts 5% ost of sales —
Total $ 109 $ —

Nine months ended September 30, 2014

Derivative and Nonderivative Instruments in Net Innestment Hedging

Pretax Gain (Loss)
Recognized as
Cumulative Translation
within Other Ineffective Portion of Gain (Loss) on
Comprehensive Income Instrument and Amount Excluded
on Effective Portion of from Effectiveness Testing

Relationships Instrument Recognized in Income
(Millions) Amount Location Amount
Foreign currency denominated debt $ 81 N/A $ =
Foreign currency forward contracts 5&ost of sales —
Total $ 137 $ —

Derivatives Not Designated as Hedging Instruments:

Derivatives not designated as hedging instrumerniside dedesignated foreign currency forward artibpgontracts
that formerly were designated in cash flow hedggigtionships (as referenced in the Cash Flow Hedgetion above),
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dedesignated foreign exchange forward contractdohaerly were designated in net investment heglgatationships,
and forward and option contracts entered intoairi, s offsetting trades to such dedesignatedsitémaddition, 3M
enters into foreign currency forward contractsffsat, in part, the impacts of certain intercompantivities (primarily
associated with intercompany licensing arrangememts enters into commodity price swaps to offisepart,
fluctuations in costs associated with the use dhaecommaodities and precious metals. These diéresanstruments
are not designated in hedging relationships; theegfair value gains and losses on these contaaetsecorded in
earnings. The dollar equivalent gross notional amoiithese forward, option and swap contractsdestgnated as
hedging instruments totaled $6.2 billion as of Sepier 30, 2015. The Company does not hold or dsetieative
financial instruments for trading purposes.

The location in the consolidated statements ofrime@nd amounts of gains and losses related toafiegvinstruments
not designated as hedging instruments are as fellow

Three months ended September 30, 2015Nine months ended September 30, 2015
Gain (Loss) on Derivative Recognized in Gain (Loss) on Derivative Recognized in

Derivatives Not Designated as Hedging Instruments Income Income

(Millions) Location Amount Location Amount

Foreign currency forward/option contracts Cost of sales $ (5) Cost of sales $ —

Foreign currency forward contracts Interest exspe (34) Interest expense (6)

Commodity price swap contracts Cost of sales o 1 Cost of sales o 3)
Total $ (38) $ 9)

Three months ended September 30, 2014 Nine montlsded September 30, 2014
Gain (Loss) on Derivative Recognized in Gain (Loss) on Derivative Recognized in

Derivatives Not Designated as Hedging Instruments Income Income

(Millions) Location Amount Location Amount

Foreign currency forward/option contracts Cost of sales $ 8 Cost of sales $ 5

Foreign currency forward contracts Interest exspe (72) Interest expense (4)
Total $ (64) $ 1
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Location and Fair Value Amount of Derivative Instrents

The following tables summarize the fair value of’8Merivative instruments, excluding nonderivatinstruments used
as hedging instruments, and their location in thesolidated balance sheet. Additional informatiagthwespect to the
fair value of derivative instruments is included\ote 10.

September 30, 2015

(Millions) Assets Liabilities
Fair Value of Derivative Instruments Location Amaunt Location Amount
Derivatives designated as hedging instruments

Foreign currency forward/option contracts Otharent assets $ 204 Other current liabilities  $ 4

Foreign currency forward/option contracts Other assets 71 Other liabilities 4
Interest rate swap contracts Other assets 40 Other liabilities —
Total derivatives designated as hedging instruments $ 315 $ 8
Derivatives not designated as hedging instruments
Foreign currency forward/option contracts Othenrent assets  $ 53 Other current liabilities  $ 79
Commodity price swap contracts Other current ass¢ — Other current liabilitie 1
Total derivatives not designated as hedging instruents $ 53 $ 80
Total derivative instruments $ 368 $ 88
December 31, 2014
(Millions) Assets Liabilities
Fair Value of Derivative Instruments Location Amaunt Location Amount
Derivatives designated as hedging instruments
Foreign currency forward/option contracts Otharent assets $ 116 Other current liabilities $ 2
Foreign currency forward/option contracts Other assets 47  Other liabilities 1
Commodity price swap contracts Other currengtass —  Other current liabilities 4
Interest rate swap contracts Other assets - 27 Other liabilities - 3
Total derivatives designated as hedging instruments $ 190 $ 10
Derivatives not designated as hedging instruments
Foreign currency forward/option contracts Other current asst¢ $ 66 Other current liabilite $ 33
Total derivatives not designated as hedging instruemts $ 66 $ 33
Total derivative instruments $ 256 $ 43

Credit Risk and Offsetting of Assets and Liab#itié Derivative Instruments

The Company is exposed to credit loss in the esEnbnperformance by counterparties in interest sataps, currency
swaps, commodity price swaps, and forward and pmtamtracts. However, the Company’s risk is limitedhe fair
value of the instruments. The Company actively noraiits exposure to credit risk through the useredlit approvals
and credit limits, and by selecting major interaaél banks and financial institutions as countdipsr3M enters into
master netting arrangements with counterpartieqwgassible to mitigate credit risk in derivativartsactions. A master
netting arrangement may allow each counterparhetcettle amounts owed between a 3M entity anddhaterparty
as a result of multiple, separate derivative tratisas. As of September 30, 2015, 3M has Internati®waps and
Derivatives Association (ISDA) agreements with pplacable banks and financial institutions whichntaon netting
provisions. In addition to a master agreement @ihsupported by a primary counterparty’s parentrgogee, 3M also
has associated credit support agreements in plabe @ of its primary derivative counterparties wliniamong other
things, provide the circumstances under which ejplaety is required to post eligible collateral @vhthe market value
of transactions covered by these agreements exspedsied thresholds or if a counterparty’s crediing has been
downgraded to a predetermined rating). The Complaeg not anticipate nonperformance by any of these
counterparties.

3M has elected to present the fair value of derreadissets and liabilities within the Company’s saidated balance
sheet on a gross basis even when derivative traosa@re subject to master netting arrangememtsray otherwise
qualify for net presentation. However, the follogyitables provide information as if the Company bktted to offset
the asset and liability balances of derivativerinsients, netted in accordance with various criteriie event of default
or termination as stipulated by the terms of ngtirrangements with each of the counterpartiese&on counterparty,
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if netted, the Company would offset the asset @tillity balances of all derivatives at the endha# reporting period
based on the 3M entity that is a party to the tatisns. Derivatives not subject to master nettiggeements are not
eligible for net presentation. As of the applicatidees presented below, no collateral had beelvester pledged
related to these derivative instruments.

Offsetting of Financial Assets under Master NettingAgreements with Derivative Counterparties

September 30, 2015

Gross Amounts not Offset in the
Consolidated Balance Sheet that are Subject

Gross Amount of to Master Netting Agreements
Derivative Assets Gross Amount of
Presented in the Eligible Offsetting
Consolidated Recognized Cash Collateral Net Amat of
(Millions) Balance Sheet Derivative Liabilities Received Derivative Assets
Derivatives subject to master netting
agreements $ 368 $ 28 $ — % 340
Derivatives not subject to master netting
agreements — —
Total $ 368 $ 340

December 31, 2014

Gross Amounts not Offset in the
Consolidated Balance Sheet that are Subject

Gross Amount of to Master Netting Agreements
Derivative Assets Gross Amount of
Presented in the Eligible Offsetting
Consolidated Recognized Cash Collateral Net Amat of
(Millions) Balance Sheet Derivative Liabilities Received Derivative Assets
Derivatives subject to master netting
agreements $ 256 $ 20 $ — % 236
Derivatives not subject to master netting
agreements — —
Total $ 256 $ 236

Offsetting of Financial Liabilities under Master Netting Agreements with Derivative Counterparties

September 30, 2015

Gross Amounts not Offset in the
Consolidated Balance Sheet that are Subject

Gross Amount of to Master Netting Agreements
Derivative Liabilities Gross Amount of
Presented in the Eligible Offsetting
Consolidated Recognized Cash Collateral Net Amat of
(Millions) Balance Sheet Derivative Assets Pledd Derivative Liabilities
Derivatives subject to master netting
agreements $ 81 $ 28 $ — % 53
Derivatives not subject to master netting
agreements 7 7
Total $ 88 $ 60

December 31, 2014

Gross Amounts not Offset in the
Consolidated Balance Sheet that are Subject

Gross Amount of to Master Netting Agreements
Derivative Liabilities Gross Amount of
Presented in the Eligible Offsetting
Consolidated Recognized Cash Collateral Net Amat of
(Millions) Balance Sheet Derivative Assets Pledd Derivative Liabilities
Derivatives subject to master netting
agreements $ 36 $ 20 $ — % 16
Derivatives not subject to master netting
agreements 7 7
Total $ 43 $ 23
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Currency Effects

3M estimates that year-on-year currency effectduding hedging impacts, decreased pre-tax incoyrepproximately
$95 million for the three months ended Septembef8@5 and decreased pre-tax income by approxiyn@ass

million for the nine months ended September 3052This estimate includes the effect of translapngfits from local
currencies into U.S. dollars; the impact of curgefiactuations on the transfer of goods betweendidrations in the
United States and abroad; and transaction gaintoasds, including derivative instruments desigioegéduce foreign
currency exchange rate risks. 3M estimates thatgegear derivative and other transaction gairtslasses increased
pre-tax income by approximately $70 million forekrmonths ended September 30, 2015 and increasé¢axpncome
by approximately $150 million for the nine montheled September 30, 2015.

NOTE 10. Fair Value Measurements

3M follows ASC 820Fair Value Measurements and Disclosyresth respect to assets and liabilities that aeasured
at fair value on a recurring basis and nonrecurpiagjs. Under the standard, fair value is defireetha exit price, or the
amount that would be received to sell an asseaiat fo transfer a liability in an orderly transactibetween market
participants as of the measurement date. The sthadko establishes a hierarchy for inputs useddasuring fair value
that maximizes the use of observable inputs andnmies the use of unobservable inputs by requitiiag the most
observable inputs be used when available. Obserwapiits are inputs market participants would nseiuing the
asset or liability developed based on market dbtaiwed from sources independent of the Compangbbkrvable
inputs are inputs that reflect the Company’s assiomg about the factors market participants wowld im valuing the
asset or liability developed based upon the béstrmtion available in the circumstances. The m@mais broken
down into three levels. Level 1 inputs are quotedgs (unadjusted) in active markets for identasgdets or liabilities.
Level 2 inputs include quoted prices for similasets or liabilities in active markets, quoted psiéar identical or
similar assets or liabilities in markets that ao¢ active, and inputs (other than quoted pricea &ine observable for the
asset or liability, either directly or indirectlyevel 3 inputs are unobservable inputs for thetamskability.
Categorization within the valuation hierarchy iséa upon the lowest level of input that is sigmifitto the fair value
measurement.

Assets and Liabilities that are Measured at Faiféaon a Recurring Basis:

For 3M, assets and liabilities that are measurddiavalue on a recurring basis primarily relaieavailable-for-sale
marketable securities, available-for-sale investiéncluded as part of investments in the Constdid Balance Sheet)
and certain derivative instruments. Derivativedude cash flow hedges, interest rate swaps and mebsvestment
hedges. The information in the following paragraphd tables primarily addresses matters relatitedse financial
assets and liabilities. Separately, there were ateral fair value measurements with respect tdinancial assets or
liabilities that are recognized or disclosed at Yailue in the Company’s financial statements oecarring basis for the
three and nine months ended September 30, 2018044

3M uses various valuation techniques, which amagrily based upon the market and income approaghtsrespect
to financial assets and liabilities. Following isl@scription of the valuation methodologies usedtie respective
financial assets and liabilities measured at faius.

Available-for-sale marketable securities — exceagtain U.S. municipal securities:

Marketable securities, except certain U.S. munla@paurities, are valued utilizing multiple sourcAswveighted average
market price is used for these securities. Markieep are obtained for these securities from aetanf industry
standard data providers, security master files fiamge financial institutions, and other third-gasburces. These
multiple prices are used as inputs into a distithniturve-based algorithm to determine the daily\falue to be used.
3M classifies U.S. treasury securities as leveltile all other marketable securities (excludingaia U.S. municipal
securities) are classified as level 2. Marketabtigties are discussed further in Note 6.
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Available-for-sale marketable securities — certdis. municipal securities only:

In the fourth quarter 2014, 3M obtained a municlpahd with the City of Nevada, Missouri, which repent 3M’s only
U.S. municipal securities holding as of Septemifer2®15 and December 31, 2014. Due to the natutd$ecurity,
the valuation method utilized will include the fim@al health of the City of Nevada, any recent roipal bond
issuances by Nevada, and macroeconomic considesatiated to the direction of interest rates &edhealth of the
overall municipal bond market, and as such wiltlzssified as a level 3 security.

Available-for-sale investments:

Investments include equity securities that areelaid an active market. Closing stock prices aaglifg available from
active markets and are used as being representdtfag value. 3M classifies these securitiesea®l 1.

Derivative instruments:

The Company’s derivative assets and liabilitieimithe scope of ASC 81Berivatives and Hedgingre required to
be recorded at fair value. The Company’s derivativet are recorded at fair value include foreigmency forward and
option contracts, commodity price swaps, interatt swaps, and net investment hedges where théngadgtrument is
recorded at fair value. Net investment hedgesubatforeign currency denominated debt to hedge Blgtsnvestment
are not impacted by the fair value measurementatanunder ASC 820, as the debt used as the heitgitngment is
marked to a value with respect to changes in spetdn currency exchange rates and not with redpeather factors
that may impact fair value.

3M has determined that foreign currency forwardsnmodity price swaps, currency swaps, foreign cuyeptions,
interest rate swaps and cross-currency swaps &itiomsidered level 2 measurements. 3M uses inghes than quoted
prices that are observable for the asset. Thesgsimpclude foreign currency exchange rates, \itlasi, and interest
rates. Derivative positions are primarily valuethgsstandard calculations/models that use as fais readily
observable market parameters. Industry standaedpfaviders are 3M’s primary source for forward apdt rate
information for both interest rates and currendgsawith resulting valuations periodically validdtthrough third-party
or counterparty quotes and a net present valuamstod cash flows model.

33



The following tables provide information by levekfassets and liabilities that are measured av#&ire on a recurring
basis.

Fair Value Measurements

(Millions) Fair Value at Using Inputs Considered as
Description September 30, 2015 Level 1 Level 2 Level 3
Assets:

Available-for-sale:
Marketable securities:

U.S. government agency securities $ 1 % — 8 1 % —
Foreign government agency securities 10 — 10 —
Corporate debt securities 11 — 11 —
Commercial paper 25 — 25 —
Certificates of deposit/time deposits 34 — 34 —
Asset-backed securities:
Automobile loan related 38 — 38 —
Credit card related 10 — 10 —
Equipment lease related 3 — 3 —
Other 19 — 19 —
U.S. municipal securities 15 — — 15
Investments 1 1 — —
Derivative instruments — assets:
Foreign currency forward/option contracts 328 — 328 —
Interest rate swap contracts 40 — 40 —
Liabilities:
Derivative instruments — liabilities:
Foreign currency forward/option contracts 87 — 87 —
Commodity price swap contracts 1 — 1 —
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Fair Value Measurements

(Millions) Fair Value at Using Inputs Considered as
Description December 31, 2014 Level 1 Level 2 Level 3
Assets:

Available-for-sale:
Marketable securities:

U.S. government agency securities $ 108 $ — 3 108 $ —
Foreign government agency securities 95 — 95 —
Corporate debt securities 619 — 619 —
Certificates of deposit/time deposits 41 — 41 —
Asset-backed securities:
Automobile loan related 282 — 282 —
Credit card related 162 — 162 —
Equipment lease related 48 — 48 —
Other 46 — 46 —
U.S. treasury securities 38 38 — —
U.S. municipal securities 15 — — 15
Investments 1 1 — —
Derivative instruments — assets:
Foreign currency forward/option contracts 229 — 229 —
Interest rate swap contracts 27 — 27 —
Liabilities:
Derivative instruments — liabilities:
Foreign currency forward/option contracts 36 — 36 —
Commaodity price swap contracts 4 — 4 —
Interest rate swap contracts 3 — 3 —

The following table provides a reconciliation oétheginning and ending balances of items measurfait #alue on a
recurring basis in the table above that used saarif unobservable inputs (Level 3).

(Millions) Three months ended Nine months ended
Marketable securities — auction rate securities andertain U.S. municipal September 30, Septemben3
securities only 2015 2014 2015 2014
Beginning balance $ 15 $ 12 $ 15 $ 11

Total gains or losses:
Included in earnings — — — —
Included in other comprehensive income — — — 1
Purchases and issuances — — — —
Sales and settlements — — — —
Transfers in and/or out of level 3 — — — —
Ending balance $ 15 $ 12 % 15 $ 12

Change in unrealized gains or losses for the peénicidded in
earnings for securities held at the end of the ntéppperiod — — — —

In addition, the plan assets of 3M’s pension anstnetirement benefit plans are measured at fairevah a recurring
basis (at least annually). Refer to Note 10 in 38044 Annual Report on Form 10-K.

Assets and Liabilities that are Measured at Faifi¢aon a Nonrecurring Basis:
Disclosures are required for certain assets abditias that are measured at fair value, but ammgnized and disclosed
at fair value on a nonrecurring basis in periodsseguent to initial recognition. For 3M, such meaments of fair

value relate primarily to long-lived asset impaintge There were no material long-lived asset immpaitts for the three
and nine months ended September 30, 2015 and 2014.
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Fair Value of Financial Instruments:

The Company’s financial instruments include cash @ash equivalents, marketable securities, accoaogsvable,
certain investments, accounts payable, borrowiagd,derivative contracts. The fair values of cash@ash
equivalents, accounts receivable, accounts payabteshort-term borrowings and current portioroofg-term debt
approximated carrying values because of the skamt-hature of these instruments. Available-for-sadeketable
securities and investments, in addition to certigirivative instruments, are recorded at fair vakefdicated in the
preceding disclosures. For its long-term debt then@any utilized third-party quotes to estimate failues (classified
as level 2). Information with respect to the cargyamounts and estimated fair values of these diaaimstruments
follow:

September 30, 2015 December 31, 2014
Carrying Fair Carrying Fair
(Millions) Value Value Value Value
Long-term debt, excluding current portion $ 8974 $ 10,260 $ 6,731 $ 7,203

The fair values reflected above consider the tarhtke related debt absent the impacts of derietivdging activity.
The carrying amount of long-term debt referenceavabs impacted by certain fixed-to-floating intereate swaps that
are designated as fair value hedges and by thgrdg&in of fixed rate Eurobond securities issuethieyCompany as
hedging instruments of the Company’s net investrireits European subsidiaries. Many of 3M’s fixeder bonds were
trading at a premium at September 30, 2015 andleee31, 2014 due to the low interest rates arndaigng of 3M'’s
credit spreads.

NOTE 11. Commitments and Contingencies
Legal Proceedings:

The Company and some of its subsidiaries are imebim numerous claims and lawsuits, principallyhi@ United
States, and regulatory proceedings worldwide. Thedaede various products liability (involving procts that the
Company now or formerly manufactured and soldgliectual property, and commercial claims and latgsincluding
those brought under the antitrust laws, and enwertal proceedings. Unless otherwise stated, timep@ny is
vigorously defending all such litigation. Additidriaformation about the Company'’s process for disafe and
recording of liabilities and insurance receivabigated to legal proceedings can be found in N8t&Cbmmitments
and Contingencies” in the Company’s Annual ReparForm 10-K for the year ended December 31, 2014.

The following sections first describe the signifitéegal proceedings in which the Company is inedlvand then
describe the liabilities and associated insuraaceivables the Company has accrued relating sigtsficant legal
proceedings.

Respirator Mask/Asbestos Litigation

As of September 30, 2015, the Company is a namieshdant, with multiple co-defendants, in numerasduits in
various courts that purport to represent approxetge,035 individual claimants, compared to appmately 2,220
individual claimants with actions pending at Decem®1, 2014.

The vast majority of the lawsuits and claims reedipy and currently pending against the Compargallse of some
of the Company’s mask and respirator products ap# damages from the Company and other defendamatiéged
personal injury from workplace exposures to aslsestitica, coal mine dust or other occupationaksltsund in
products manufactured by other defendants or gyarahe workplace. A minority of the lawsuits éclaims resolved
by and currently pending against the Company gdgerdege personal injury from occupational expasto asbestos
from products previously manufactured by the Comparhich are often unspecified, as well as prodossufactured
by other defendants, or occasionally at Compangnses.
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The Company’s current volume of new and pendingemais substantially lower than it experiencethatpeak of
filings in 2003. The Company expects that filingctdims by unimpaired claimants in the future waintinue to be at
much lower levels than in the past. Accordingly tlumber of claims alleging more serious injuriesluding
mesothelioma and other malignancies, will repreaagrieater percentage of total claims than in #s. @ he Company
has prevailed in all ten cases taken to trialudiclg eight of the nine cases tried to verdict lsuials occurred in 1999,
2000, 2001, 2003, 2004, 2007, and 2015), and aellappreversal in 2005 of the 2001 jury verdicterde to the
Company. The tenth case, tried in 2009, was digdiby the court at the close of plaintiff's evidenbased on the
court’s legal finding that the plaintiff had notgsented sufficient evidence to support a jury \ardi

The Company has demonstrated in these past toaépdings that its respiratory protection prodactseffective as
claimed when used in the intended manner and imteaded circumstances. Consequently the Compeligves that
claimants are unable to establish that their médmaditions, even if significant, are attributaldethe Company’s
respiratory protection products. Nonetheless the@oy'’s litigation experience indicates that clamhgersons with
malignant conditions are costlier to resolve tHandlaims of unimpaired persons, and it therefeleetes the average
cost of resolving pending and future claims on ragb@m basis will continue to be higher than ipexienced in prior
periods when the vast majority of claims were desdoy the unimpaired.

As previously reported, the State of West Virgitlapugh its Attorney General, filed a complain®03 against the
Company and two other manufacturers of respirgtooyection products in the Circuit Court of Lincddounty, West
Virginia and amended its complaint in 2005. The adesl complaint seeks substantial, but unspecifiechpensatory
damages primarily for reimbursement of the codegally incurred by the State for worker’'s compéinsaand
healthcare benefits provided to all workers witkggational pneumoconiosis and unspecified pundawmages. The
case has been inactive since the fourth quart20@7, other than a case management conferencerchiall. In
November 2013, the State filed a motion to bifuedhte lawsuit into separate liability and damagesgedings. At the
hearing on the motion, the Court declined to bidiiecthe lawsuit. No liability has been recordedtifis matter because
the Company believes that liability is not probadfel estimable at this time. In addition, the Comypia not able to
estimate a possible loss or range of loss givertattieof any meaningful discovery responses byStade of West
Virginia, the otherwise minimal activity in thissmand the fact that the complaint asserts clagamst two other
manufacturers where a defendant’s share of lighitiay turn on the law of joint and several lialyil#nd by the amount
of fault, if any, a jury might allocate to each elefiant if the case is ultimately tried.

Respirator Mask/Asbestos Liabilities and InsuraReeeivablesThe Company estimates its respirator mask/asbestos
liabilities, including the cost to resolve the ofai and defense costs, by examining: (i) the Conipaxperience in
resolving claims, (ii) apparent trends, (iii) thgparent quality of claimse(g.,whether the claim has been asserted on
behalf of asymptomatic claimants), (iv) changethanature and mix of claims.g.,the proportion of claims asserting
usage of the Company’s mask or respirator procardisalleging exposure to each of asbestos, silaa,or other
occupational dusts, and claims pleading use ofsaggeontaining products allegedly manufacturethbyCompany),

(v) the number of current claims and a projectibthe number of future asbestos and other claimsrttay be filed
against the Company, (vi) the cost to resolve régeettled claims, and (vii) an estimate of thetdo resolve and
defend against current and future claims.

Developments may occur that could affect the Comisagstimate of its liabilities. These developmentdude, but are
not limited to, significant changes in (i) the nuenlof future claims, (ii) the average cost of resal claims, (iii) the
legal costs of defending these claims and in miima trial readiness, (iv) changes in the mix aature of claims
received, (v) trial and appellate outcomes, (varajes in the law and procedure applicable to tblesms, and (vii) the
financial viability of other co-defendants and irems.

As a result of the Company'’s cost of resolvingrosiof persons who claim more serious injuries udiclg
mesothelioma and other malignancies, the Compamgased its accruals in the first nine months df52@r respirator
mask/asbestos liabilities by $30 million, $7 mifliof which occurred in the third quarter of 2015the first nine
months of 2015, the Company made payments for fegaland settlements of $34 million related tordspirator
mask/asbestos litigation, $10 million of which oged in the third quarter of 2015. As of Septem®@r2015, the
Company had accruals for respirator mask/asbestuitities of $136 million (excluding Aearo accraal This accrual
represents the low end in a range of loss. The @agpannot estimate the amount or upper end abihge of amounts

37



by which the liability may exceed the accrual thm@any has established because of the (i) inhditictulty in
projecting the number of claims that have not ysrbasserted or the time period in which futurérgdanay be
asserted, (ii) the complaints nearly always asdais against multiple defendants where the damaljeged are
typically not attributed to individual defendantstbat a defendant’s share of liability may turntiba law of joint and
several liability, which can vary by state, (iiijet multiple factors described above that the Compansiders in
estimating its liabilities, and (iv) the severakpible developments described above that may dbaticould affect the
Company’s estimate of liabilities.

As of September 30, 2015, the Company’s receivialansurance recoveries related to the respinmask/asbestos
litigation was $39 million. The Company estimatesurance receivables based on an analysis oflitsg® including
their exclusions, pertinent case law interpretiamparable policies, its experience with similairoks and an
assessment of the nature of each claim and rengadoiverage. The Company then records an amouasittncluded
is likely to be recovered. Various factors coultéef the timing and amount of recovery of this reable, including

(i) delays in or avoidance of payment by insuréisthe extent to which insurers may become insohin the future,
and (iii) the outcome of negotiations with insurarsl legal proceedings with respect to respira@msktasbestos
liability insurance coverage.

The Company has unresolved coverage with claimseroadiers for respirator mask claims. The Compamyso
seeking coverage under the policies of certainlves insurers. Once those claims for coverageeselved, the
Company will have collected substantially all af iemaining insurance coverage for respirator nagble/'stos claims.

Respirator Mask/Asbestos Litigation — Aearo Tecba@s

On April 1, 2008, a subsidiary of the Company pas#d the stock of Aearo Holding Corp., the paréitearo
Technologies (“Aearo”). Aearo manufactured and s@dous products, including personal protectionigaent, such
as eye, ear, head, face, fall and certain respjrgtotection products.

As of September 30, 2015, Aearo and/or other compdhat previously owned and operated Aearo’sira&sp
business (American Optical Corporation, Warner-LarhbhLC, AO Corp. and Cabot Corporation (“Cabot)e named
defendants, with multiple co-defendants, includimg Company, in numerous lawsuits in various caartghich
plaintiffs allege use of mask and respirator prasland seek damages from Aearo and other defenfibarstbeged
personal injury from workplace exposures to aslesitica-related, or other occupational dusts ébumproducts
manufactured by other defendants or generallyenitborkplace.

As of September 30, 2015, the Company, throughetwro subsidiary, had accruals of $22 million fooguct liabilities
and defense costs related to current and futurecAedated asbestos and silica-related claims. étesbility for legal
costs, as well as for settlements and judgmentsiriently shared in an informal arrangement amiegro, Cabot,
American Optical Corporation and a subsidiary ofriiéa Lambert and their respective insurers (theytiP&roup”).
Liability is allocated among the parties basedtenrtumber of years each company sold respirateguats under the
“AO Safety” brand and/or owned the AO Safety Digisiof American Optical Corporation and the allegedrs of
exposure of the individual plaintiff. Aearo’s sharfethe contingent liability is further limited kyn agreement entered
into between Aearo and Cabot on July 11, 1995. agisement provides that, so long as Aearo pagsabmt a
quarterly fee of $100,000, Cabot will retain resgbitity and liability for, and indemnify Aearo aiget, any product
liability claims involving exposure to asbestodicsi, or silica products for respirators sold pti@ July 11, 1995.
Because of the difficulty in determining how longarticular respirator remains in the stream of garce after being
sold, Aearo and Cabot have applied the agreemenditos arising out of the alleged use of respisatovolving
exposure to asbestos, silica or silica products poi January 1, 1997. With these arrangementtatepAearo’s
potential liability is limited to exposures allegedhave arisen from the use of respirators invigh\@xposure to
asbestos, silica, or silica products on or aftauday 1, 1997. To date, Aearo has elected to pagdarterly fee. Aearo
could potentially be exposed to additional claimsdome part of the pre-July 11, 1995 period cavéseits agreement
with Cabot if Aearo elects to discontinue its pap@tion in this arrangement, or if Cabot is nogenable to meet its
obligations in these matters.
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In March 2012, Cabot CSC Corporation and Cabot Qatjon filed a lawsuit against Aearo in the Supe@ourt of
Suffolk County, Massachusetts seeking declaratligfras to the scope of Cabot’s indemnity obligasi under the
July 11, 1995 agreement, including whether Cabstratined liability for coal workers’ pneumocongslaims, and
seeking damages for breach of contract. In Jund,28& court granted Aearo’s motion for summarygjuént on all
claims. Cabot filed a motion for reconsideratiomg @&earo filed a motion for clarification of thew's order granting
Aearo summary judgment. In October 2014, the cdenied Aearo’s motion for clarification. The coatso denied, in
part, Cabot’s motion for reconsideration and readéd its ruling that Cabot retained liability fdains involving
exposure to silica in coal mine dust. The courhted Cabot’s motion, in part, ruling that Aearo was entitled to
summary judgment on Cabot’s claim for equitablecdtion, and on whether the 258 underlying clairesanCabot’s
responsibility. These two issues remain in the ¢as@urther proceedings and the parties have esgjagdiscovery
related to them. New motions for summary judgmeiitbe presented to the court in the fourth quaote2015.

Developments may occur that could affect the esérofAearo’s liabilities. These developments ini@ubut are not
limited to: (i) significant changes in the numbéifuture claims, (ii) significant changes in theeaage cost of resolving
claims, (iii) significant changes in the legal =sf defending these claims, (iv) significant chesin the mix and
nature of claims received, (v) trial and appellzaécomes, (vi) significant changes in the law aratpdure applicable
to these claims, (vii) significant changes in tadility allocation among the co-defendants, (Miig financial viability
of members of the Payor Group including exhaustioavailable insurance coverage limits, and/or &xjetermination
that the interpretation of the contractual obligas on which Aearo has estimated its share oflitipis inaccurate. The
Company cannot determine the impact of these gatelgvelopments on its current estimate of Aeast'are of
liability for these existing and future claimsalfiy of the developments described above were torpttee actual
amount of these liabilities for existing and futataeims could be significantly larger than the amioaccrued.

Because of the inherent difficulty in projecting thumber of claims that have not yet been assdahedomplexity of
allocating responsibility for future claims amoing tPayor Group, and the several possible develojsntigat may occur
that could affect the estimate of Aearo’s liab#l#tj the Company cannot estimate the amount or @r@@ounts by
which Aearo’s liability may exceed the accrual @@mpany has established.

Environmental Matters and Litigation

The Company’s operations are subject to environatdgvs and regulations including those pertairimgir emissions,
wastewater discharges, toxic substances, and tiihg and disposal of solid and hazardous wastés@able by
national, state, and local authorities around thddy and private parties in the United States@mwad. These laws
and regulations provide, under certain circumstanadoasis for the remediation of contaminationydstoration of or
compensation for damages to natural resourcedoamersonal injury and property damage claims. Thenpany has
incurred, and will continue to incur, costs anditd@xpenditures in complying with these laws aaglulations,
defending personal injury and property damage cdaand modifying its business operations in lights
environmental responsibilities. In its effort tdisty its environmental responsibilities and compligh environmental
laws and regulations, the Company has establighetiperiodically updates, policies relating to emwimental
standards of performance for its operations wordigwi

Under certain environmental laws, including the tddiStates Comprehensive Environmental Responsep€usation
and Liability Act of 1980 and similar state lawsetCompany may be jointly and severally liablejdgfy with other
companies, for the costs of remediation of envirental contamination at current or former faciliteesd at off-site
locations. The Company has identified numeroustions, most of which are in the United States, kictvit may have
some liability. Please refer to the section erditiEnvironmental Liabilities and Insurance Receivabldsat follows for
information on the amount of the accrual.

Environmental Matters
As previously reported, the Company has been vatilptcooperating with ongoing reviews by locahtst, federal
(primarily the U.S. Environmental Protection Ager{&PA)), and international agencies of possibleremmental and

health effects of various perfluorinated compoufie$Cs”), including perfluorooctanyl compounds swash
perfluorooctanoate (“PFOA”) and perfluorooctandauste (“PFOS”). As a result of its phase-out diecisn
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May 2000, the Company no longer manufactures padluctanyl compounds. The company ceased manuifagtand
using the vast majority of these compounds witlmipraximately two years of the phase-out announcénaed ceased
all manufacturing and the last significant usehig themistry by the end of 2008. Through its ongdife cycle
management and its raw material composition idieatibn processes associated with the Companyisipsicovering
the use of all persistent and bio-accumulative ri@te the Company has on occasion identified tlesgnce of
precursor chemicals in materials received from Bepgpthat may ultimately degrade to PFOA, PFOSsimilar
compounds. Upon such identification, the Compangk&/to find alternatives for such materials.

Regulatory activities concerning PFOA and/or PFOftiaue in the United States, Europe and elsewlagiek before
certain international bodies. These activitiesudel gathering of exposure and use information,aggdessment, and
consideration of regulatory approaches. As theldesta of studies of both chemicals has expanded;Ritehas
developed draft human health effects documents sarinimg the available data from these studies.dbriary 2014,
the EPA initiated external peer review of its diafiman health effects documents for PFOA and PHO®S& peer review
panel met in August 2014. The EPA has stated tiiaiing the peer review process it will reviseliisalth effects
documents and use them to establish lifetime healtsories for PFOS and PFOA in drinking watefetiine health
advisories, while not enforceable, serve as guidamd are benchmarks for determining if concemtnatof chemicals
in tap water from public utilities are safe for fialconsumption. Once finalized, the EPA stated tha lifetime health
advisories are expected to supersede the providieadth advisories for PFOA and PFOS in drinkirgtev issued by
the EPA in 2009 — currently at 0.4 micrograms [ter for PFOA and 0.2 micrograms per liter for PE@8an effort
to collect exposure information under the Safe Kirig Water Act, the EPA published on May 2, 201&&of
unregulated substances, including six PFCs, redjair&e monitored during the period 2013-2015 hlipuwvater
system suppliers to determine the extent of theduoence.

The Company is continuing to make progress in agskwunder the supervision of state regulatorgddress its historic
disposal of PFC-containing waste associated withufeeturing operations at the Decatur, Alabamataget Grove,
Minnesota, and Cordova, lllinois plants.

As previously reported, the Company entered intolantary remedial action agreement with the Alabddepartment
of Environmental Management (ADEM) to address ttesence of PFCs in the soil at the Company’s matwfiag
facility in Decatur, Alabama. Pursuant to a perissued by ADEM, for approximately twenty years, @@mpany
incorporated its wastewater treatment plant slugigeaining PFCs in fields at its Decatur faciliffter a review of the
available options to address the presence of Pr@®isoil, ADEM agreed that the preferred reméatiabption is to
use a multilayer cap over the former sludge incation areas on the manufacturing site with subsetjgroundwater
migration controls and treatment. Implementatiothet option will continue and is expected to bepteted in 2018.

The Company continues to work with the Minnesotlufion Control Agency (MPCA) pursuant to the terofghe
previously disclosed May 2007 Settlement Agreenmagidt Consent Order to address the presence ofrc@fls in the
soil and groundwater at former disposal sites irshifegton County, Minnesota (Oakdale and Woodbung) & the
Company’s manufacturing facility at Cottage GroMennesota. Under this agreement, the Company'sjpat
obligations include (i) evaluating releases of@@rPFCs from these sites and proposing respotisssic(ii) providing
treatment or alternative drinking water upon idiginig any level exceeding a Health Based Value (\WBor Health
Risk Limit (“HRL") (i.e., the amount of a chemica drinking water determined by the Minnesota Dépant of
Health (MDH) to be safe for human consumption avéfetime) for certain PFCs for which a HBV andMRL exists
as a result of contamination from these site9;r@imediating identified sources of other PFChas¢ sites that are not
controlled by actions to remediate PFOA and PF®@8;(&) sharing information with the MPCA about tzén
perfluorinated compounds. During 2008, the MPCAiégsformal decisions adopting remedial optiongHtierformer
disposal sites in Washington County, Minnesota @@#ékand Woodbury). In August 2009, the MPCA issadarmal
decision adopting remedial options for the Compaiottage Grove manufacturing facility. During #p¥ing and
summer of 2010, 3M began implementing the agreee upmedial options at the Cottage Grove and Wogdkites.
3M commenced the remedial option at the Oakdageisitate 2010. At each location the remedial opgtiorere
recommended by the Company and approved by the MR€ediation work has been completed at the Oalatad
Woodbury sites, and they are in an operational taaance mode. Remediation will continue at thea@gttGrove site
during 2015.
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In August 2014, the lllinois EPA approved a requlsthe Company to establish a groundwater manageroae at its
manufacturing facility in Cordova, lllinois, whidhcludes ongoing pumping of impacted site grounéwagroundwater
monitoring and routine reporting of results.

The Company cannot predict what additional regueaations arising from the foregoing proceedingd activities, if
any, may be taken regarding such compounds orathgeguences of any such actions.

Environmental Litigation

As previously reported, a former employee filedugported class action lawsuit in 2002 in the Cir€ourt of Morgan
County, Alabama (the “St. John” case), seekingatadtdamages and alleging that the plaintiffs sefféear, increased
risk, subclinical injuries, and property damagerfrexposure to certain perfluorochemicals at or tleaiCompany’s
Decatur, Alabama, manufacturing facility. The canrg005 granted the Company’s motion to dismissrthmed
plaintiff's personal injury-related claims on thadis that such claims are barred by the exclusprityisions of the
state’s Workers Compensation Act. The plaintifisunsel filed an amended complaint in November 2061ing the
case to property damage claims on behalf of a ptegalass of residents and property owners irvitiaity of the
Decatur plant. In June 2015, the plaintiffs filedaanended complaint adding additional defendantsyding BFI
Waste Management Systems of Alabama, LLC; BFI Wislsteagement of North America, LLC; the City of Daga
Alabama; Morgan County, Alabama; Municipal Utilgi@oard of Decatur; and Morgan County, Alabamajadliecatur
Utilities. In September 2015, the court issuedieedaling order staying discovery pending mediatitnich must be
completed by December 31, 2015. If mediation isuaosssful, the discovery relating to the clasdfezation will

begin, and the class certification hearing is salestifor November 2016.

In 2005, the judge in a second purported classmataiwsuit filed by three residents of Morgan Coutlabama,
seeking unstated compensatory and punitive damagelsing alleged damage to their property from ssions of
certain perfluorochemical compounds from the ComgfsaDecatur, Alabama, manufacturing facility thatrherly
manufactured those compounds (the “Chandler” agrsajted the Company’s motion to abate the casectefély
putting the case on hold pending the resolutiodass certification issues in the St. John casspDethe stay,
plaintiffs filed an amended complaint seeking daesafpr alleged personal injuries and property danmagbehalf of
the named plaintiffs and the members of a purpatask. No further action in the case is expecteéess and until the
stay is lifted.

In February 2009, a resident of Franklin Countyaleima, filed a purported class action lawsuit enGlircuit Court of
Franklin County (the “Stover” case) seeking compémy damages and injunctive relief based on tipdication by the
Decatur utility’s wastewater treatment plant of teagter treatment sludge to farmland and grasslarithe state that
allegedly contain PFOA, PFOS and other perfluoratbals. The named plaintiff seeks to representaaschf all
persons within the State of Alabama who have had&RPFOS, and other perfluorochemicals releasatéposited on
their property. In March 2010, the Alabama Supr&oert ordered the case transferred from Franklinr®pto
Morgan County. In May 2010, consistent with its dilémg of the other matters, the Morgan County Gir€@ourt abated
this case, putting it on hold pending the resoluttbthe class certification issues in the St. Jodse.

In October 2015, West Morgan-East Lawrence Wat&e&ver Authority (“Water Authority”) filed an indidual
complaint against 3M Company, Dyneon, L.L.C, andkiaAmerica, Inc., in the U.S. District Court ftme Northern
District of Alabama. The complaint also includepressentative plaintiffs who brought the complaintehalf of
themselves, and a class of all owners and posseskproperty who use water provided by the Watetharity and five
local water works to which the Water Authority slipg water (collectively, the “Water Utilities”).lie complaint seeks
compensatory and punitive damages and injunctiief lzased on allegations that the defendants’ ¢bais) including
PFOA and PFOS from their manufacturing process&etatur, have contaminated the water in the Tese@eRiver at
the water intake, and that the chemicals cannotim®ved by the water treatment processes utiligetid Water
Authority.

In December 2010, the State of Minnesota, by iterAty General Lori Swanson, acting in its capaagyrustee of the

natural resources of the State of Minnesota, filéawsuit in Hennepin County District Court agaiBst to recover
damages (including unspecified assessment costseandnable attorney’s fees) for alleged injurydestruction of, and
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loss of use of certain of the State’s natural resssiunder the Minnesota Environmental Responsé.iaibdity Act
(MERLA) and the Minnesota Water Pollution ContratAMWPCA), as well as statutory nuisance and comfawv
claims of trespass, nuisance, and negligence w#pect to the presence of PFCs in the groundveatdgce water, fish
or other aquatic life, and sediments (the “NRD LaitV. The State also seeks declarations under MERiat 3M is
responsible for all damages the State may sufferdrfuture for injuries to natural resources fraleases of PFCs into
the environment, and under MWPCA that 3M is resfi@dor compensation for future loss or destructid fish,
aquatic life, and other damages.

In November 2011, the Metropolitan Council filedhation to intervene and a complaint in the NRD Laitvseeking
compensatory damages and other legal, declaratongguitable relief, including reasonable attorhégess, for costs
and fees that the Metropolitan Council allegesilitlve required to assess at some time in the éuifuthe MPCA
imposes restrictions on Metropolitan Council’s PR@i&harges to the Mississippi River, including itm&tallation and
maintenance of a water treatment system. The Melitap Council’s intervention motion was based enesal theories,
including common law negligence, and statutorymstaunder MERLA for response costs, and under thebtota
Environmental Rights Act (MERA) for declaratory aequitable relief against 3M for PFOS and other pB{ution of
the waters and sediments of the Mississippi Ri#®rdid not object to the motion to intervene. Imdary 2012, 3M
answered the Metropolitan Council’s complaint aifebfa counterclaim alleging that the Metropoli@ouncil
discharges PFCs to the Mississippi River and diggsaPFC-containing sludge and bio solids fromammore of its
wastewater treatment plants onto agricultural laarttslocal area landfills. Accordingly, 3M requektiat if the court
finds that the State is entitled to any of the dgesahe State seeks, 3M seeks contribution andtémpoent from the
Metropolitan Council, including attorneys’ feesdan MERLA, and contribution from and liability féhe Metropolitan
Council’s proportional share of damages awarddtigdState under the MWPCA, as well as under statutoisance
and common law theories of trespass, nuisancenaglibence. 3M also seeks declaratory relief uiERA.

In April 2012, 3M filed a motion to disqualify tH&tate of Minnesota’s counsel, Covington & BurlihgP (Covington).
In October 2012, the court granted 3M’s motionitmgdalify Covington as counsel to the State andta¢e and
Covington appealed the court’s disqualificatioriite Minnesota Court of Appeals. In July 2013, themédsota Court of
Appeals affirmed the district court’s disqualificat order. In October 2013, the Minnesota Supremeryranted both
the State’s and Covington’s petition for reviewtlod decision of the Minnesota Court of AppealsApmil 2014, the
Minnesota Supreme Court affirmed in part, reveisguhrt, and remanded the case to the districttdoufurther
proceedings, which are on-going. Other activitjhi@ case has been stayed pending the outcome diltigalification
issue. In a separate but related action, the Coynfilad suit against Covington for breach of itdufciary duties to the
Company and for breach of contract arising out @fi@gton’s representation of the State of Minnesotdie NRD
Lawsuit.

For environmental litigation matters describedhiis section for which a liability, if any, has bemtorded, the
Company believes the amount recorded, as welleapdhsible loss or range of loss in excess of steblished accrual
is not material to the Company’s consolidated rtssail operations or financial condition. For thasatters for which a
liability has not been recorded, the Company bekesuch liability is not probable and estimable gn@dCompany is
not able to estimate a possible loss or rangessf &b this time.

Environmental Liabilities and Insurance Receivables

As of September 30, 2015, the Company had recdialeitities of $36 million for estimated “environmtal
remediation” costs based upon an evaluation ofoty available facts with respect to each indigidsite and also
recorded related insurance receivables of $11amillfhe Company records liabilities for remediatimsts on an
undiscounted basis when they are probable andnmaboestimable, generally no later than the cotigieof

feasibility studies or the Company’s commitmenatplan of action. Liabilities for estimated costenvironmental
remediation, depending on the site, are based phjmgoon internal or third-party environmental dtess, and estimates
as to the number, participation level and finaneiability of any other potentially responsible pes, the extent of the
contamination and the nature of required remeditbas. The Company adjusts recorded liabilitiefuather
information develops or circumstances change. Téragany expects that it will pay the amounts recormleer the
periods of remediation for the applicable sitesremntly ranging up to 20 years.
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As of September 30, 2015, the Company had recdiaeitities of $39 million for “other environmentéibbilities”
based upon an evaluation of currently availabléesfaximplement the Settlement Agreement and Cdr@sder with
the MPCA, the remedial action agreement with ADEN¥ to address trace amounts of perfluorinated comgts in
drinking water sources in the City of Oakdale, Mirata, as well as presence in the soil and grouedwasthe
Company’s manufacturing facilities in Decatur, Adafia, and Cottage Grove, Minnesota, and at two fodisposal
sites in Washington County, Minnesota (Oakdale\Almbdbury). The Company expects that most of thadipg will
occur over the next four years. As of Septembe28@5, the Company’s receivable for insurance redes related to
“other environmental liabilities” was $15 million.

It is difficult to estimate the cost of environmahtompliance and remediation given the uncergsmtegarding the
interpretation and enforcement of applicable emrnental laws and regulations, the extent of envirental
contamination and the existence of alternativentipanethods. Developments may occur that coula e
Company’s current assessment, including, but natdd to: (i) changes in the information availatdgarding the
environmental impact of the Company’s operatiorss groducts; (i) changes in environmental regutaicchanges in
permissible levels of specific compounds in drigkimater sources, or changes in enforcement theanigpolicies,
including efforts to recover natural resource da@sagiii) new and evolving analytical and remediattechniques;
(iv) success in allocating liability to other potiatly responsible parties; and (v) the financielhility of other
potentially responsible parties and third-partyeimhitors. For sites included in both “environmemngahediation
liabilities” and “other environmental liabilitiesdt which remediation activity is largely compleied remaining activity
relates primarily to operation and maintenancénefremedy, including required post-remediation rwoirig, the
Company believes the exposure to loss in excegeamount accrued would not be material to the gzmy's
consolidated results of operations or financialditbon. However, for locations at which remediataxctivity is largely
ongoing, the Company cannot estimate a possibtedogange of loss in excess of the associateblesttad accruals
for the reasons described above.

Other Matters
Commercial Litigation

3M sued TransWeb Corporation in Minnesota in 2@#Qrffringement of several 3M patents covering fination and
hydrocharging of filter media used in 3M’s respiratand furnace filters. TransWeb does not makstied goods, but
sells filter media to competitors of 3M’s respinagémd furnace filter businesses. TransWeb file@@atatory judgment
action in and successfully moved the litigatiorthte U.S. District Court for the District of New ey, seeking a
declaration of invalidity and non-infringement df13 patents, and further alleging that 3M waited tong to enforce
its rights. TransWeb also alleged 3M obtained temts through inequitable conduct and that 3Menapt to enforce
the patents constituted a violation of the antittas. In November 2012, a jury returned a veratidavor of
TransWeb on all but one count, including findingatt3M’s patents were invalid and not infringedd démat 3M had
committed an antitrust violation by seeking to eoéoa patent it had obtained fraudulently. The plsp recommended
that the court find 3M had committed inequitabl@dact in obtaining the patents, and that the pateete therefore
unenforceable. Since the vast majority of TransWeldim for treble antitrust damages was in thenfof its attorneys’
fees and expenses in connection with the defeneeqfatent case, the parties agreed that the neealsdamages
would not go to the jury, but rather would be sulbadi to a special master after the trial. The sjenaster’s
recommendations were forwarded to the court ine&Sapér 2013. On April 21, 2014, the court issuedraer denying
3M’s motions to set aside the jury’s verdict. Irdaibn, the court found two 3M patents unenforcealie to
inequitable conduct. The court accepted the spetater's recommendation as to the amount of &yairfees to be
awarded as damages, and entered judgment against tBel amount of approximately $26 million. Iny@014, 3M
filed a notice of appeal of the judgment to the \CBurt of Appeals for the Federal Circuit. Orag@ament on the appeal
occurred in July 2015, with a decision to folloveteafter.

No liability has been recorded in the TransWeb emnatince the Company believes that such liabiityat probable and
estimable, but the range of potential exposurenyf, could be approximately $26 million.
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Product Liability Litigation

Electricité de France (EDF) filed a lawsuit agai®st France in the French courts in 2006 claiminmoeercial loss and
property damage after experiencing electrical netalures which EDF claims were caused by allégeeéfective 3M
transition splices. The French Court of Appealgesailles affirmed the commercial trial court’scggon that the
transition splices conformed to contract speciiara and that EDF thoroughly analyzed and testedphices before
purchase and installation. The Court of Appealsyéwer, ordered a court-appointed expert to studyptioblem and
issue a technical opinion on the cause of the mitfedlures. The court-appointed expert submittedraport to the
commercial court in May 2014. The expert found ptigg defects in 3M’s product and found that EDEurred
damages in excess of 100 million Euros. The experinion is not dispositive of liability or damagend is subject to
numerous factual and legal challenges that willaiged with the court. The parties are briefingdbart on their
respective positions. Once the briefing is compldte commercial court may take from six monthere year to render
its decision.

One customer obtained an order in the French cagesist 3M Purification SAS (a French subsidiamypctober 2011
appointing an expert to determine the amount ofroencial loss and property damage allegedly caugediégedly
defective 3M filters used in the customer’s mantfeing process. An Austrian subsidiary of this samstomer also
filed a claim against 3M Austria GmbH (an Austreubsidiary) and 3M Purification SAS in the Austrizourts

in September 2012 seeking damages for the sare idsother customer filed a lawsuit against 3M Behtand
GmbH (a German subsidiary) in the German courddanch 2012 seeking commercial loss and propertyadgm
allegedly caused by the same 3M filters used ihahstomer’s manufacturing process. The Companydssved
claims of three other customers arising out ofsdu@e issue, including the German lawsuit, as veeth@ others whose
claims were settled without litigation. The amoupésd are not material to the Company’s consoliflagsults of
operations or financial condition.

For product liability litigation matters describadthis section for which a liability has been resed, the Company
believes the amount recorded is not material tabpany’s consolidated results of operationsrarftial condition.
In addition, the Company is not able to estimap@ssible loss or range of loss in excess of trebéshed accruals at
this time.

NOTE 12. Stock-Based Compensation

The 3M 2008 Long-Term Incentive Plan, as discuss&M’s 2014 Annual Report on Form 10-K, provides the
issuance or delivery of up to 100 million share8ifcommon stock pursuant to awards granted uraeplan
(including additional shareholder approvals subsetto 2008). Awards under this plan may be issudke form of
incentive stock options, nonqualified stock optigm®gressive stock options, stock appreciatiohtsigrestricted stock
units, restricted stock, other stock awards, amtbpmance units and performance shares. The rengptotal shares
available for grant under the 2008 Long Term InivenPlan Program are 20,159,271 as of September(3(%.

The Company’s annual stock option and restrictedkstinit grant is made in February to provide arggrand
immediate link between the performance of individuwduring the preceding year and the size of teiual stock
compensation grants. The grant to eligible emplsyeses the closing stock price on the grant dateodnting rules
require recognition of expense under a non-sulistamesting period approach, requiring compensatigense
recognition when an employee is eligible to retiEmployees are considered eligible to retire atsgand after having
completed five years of service. This retiree-bligipopulation represents 35 percent of the 20hbargrant stock-
based compensation award expense dollars; theydifigher stock-based compensation expense is reagagim the
first quarter.

In addition to the annual grants, the Company makiesr minor grants of stock options, restrictatktunits and other
stock-based grants. The Company issues cash segsigtted stock units and stock appreciationtsigh certain
countries. These grants do not result in the issaiaf common stock and are considered immaterigth&yCompany.

Amounts recognized in the financial statements wagpect to stock-based compensation programshviitude stock
options, restricted stock units, restricted stgekformance shares and the General Employees’ Htoahase Plan
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(GESPP), are provided in the following table. Calpied stock-based compensation amounts were retialeor the
nine months ended September 30, 2015 and 2014.

Stock-Based Compensation Expense

Three months ended Nine months ended
September 30, September 30,
(Millions) 2015 2014 2015 2014
Cost of sales $ 8 $ 9 $ 39 $ 42
Selling, general and administrative expenses 31 31 154 143
Research, development and related expenses 7 7 40 36
Stock-based compensation expenses $ 46 $ 47 $ 233 % 221
Income tax benefits $ (13) $ (14) $ (74) $ (67)
Stock-based compensation expenses, net of tax $ 33 % 33 $ 159 $ 154

The following table summarizes stock option acyidtiring the nine months ended September 30, 2015:

Stock Option Program

Weighted
Average
Weighted Remaining Weighted
Number of Average Contractual Average
Options Exercise Price Life (months) Exercise Price
Under option —
January 1 39,235,557 $ 90.38
Granted:
Annual 5,529,544 165.91
Exercised (4,947,31¢€ 83.44
Canceled (185,120) 127.13
September 30 39,632,665 $ 101.62 68 $ 1,723
Options exercisable
September 30 28,278,56¢ $ 85.94 54 $ 1,579

Stock options vest over a period from one yeahted years with the expiration date at 10 yeans flate of grant. As
of September 30, 2015, there was $86 million of gensation expense that has yet to be recognizatkdeio non-
vested stock option based awards. This expens@ected to be recognized over the remaining weijhterage
vesting period of 23 months. The total intrinsituess of stock options exercised were $393 millind 437 million
during the nine months ended September 30, 201261, respectively. Cash received from optionsesed was
$413 million and $642 million for the nine montheded September 30, 2015 and 2014, respectivelyCbngpany’s
actual tax benefits realized for the tax deducti@tated to the exercise of employee stock optegre $145 million
and $161 million for the nine months ended SepterBBe2015 and 2014, respectively.
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For the primary 2015 annual stock option grantyteéhted average fair value at the date of graad @alculated using
the Black-Scholes option-pricing model and the agstions that follow.

Annual
2015
Exercise price $ 165.94
Risk-free interest rate 1.5%
Dividend yield 2.5%
Volatility 20.1%
Expected life (months) - 76
Black-Scholes fair value $ 23.98

Expected volatility is a statistical measure of éimount by which a stock price is expected to €flat# during a period.
For the 2015 annual grant date, the Company egithe expected volatility based upon the averdgfgeamost recent
one year volatility, the median of the term of éwpected life rolling volatility, the median of theost recent term of
the expected life volatility of 3M stock, and theglied volatility on the grant date. The expecteaht assumption is
based on the weighted average of historical grants.

The following table summarizes restricted stock eegdricted stock unit activity during the nine tfenended
September 30, 2015:

Restricted Stock Units and Restricted Stock

Weighted
Average
Number of Grant Date
Awards Fair Value
Nonveste balance —
As of January 1 2,817,786 $ 10441
Granted
Annual 671,204 165.86
Other 18,375 160.63
Vested (1,005,131) 89.88
Forfeited (44,907 118.19
As of September 30 2,457,327 $ 127.30

As of September 30, 2015, there was $102 milliooarhpensation expense that has yet to be recogreiagdd to non-
vested restricted stock units and restricted stbhis expense is expected to be recognized ovaethaining weighted-
average vesting period of 25 months. The totalMalue of restricted stock units and restrictedlsthat vested during
the nine months ended September 30, 2015 and 2844465 million and $144 million, respectively. TBempany’s
actual tax benefits realized for the tax deducti@tsted to the vesting of restricted stock unitd eestricted stock was
$62 million and $54 million for the nine months eddSeptember 30, 2015 and 2014, respectively.

Restricted stock units granted under the 3M 200&8EBerm Incentive Plan generally vest three yealisWing the
grant date assuming continued employment. Dividemdvalents equal to the dividends payable on aineesnumber of
shares of 3M common stock accrue on these restrattek units during the vesting period, althougtdividend
equivalents are paid on any of these restrictecksiaits that are forfeited prior to the vestingeddividends are paid
out in cash at the vesting date on restricted stoits, except for performance shares which deeaot dividends. Since
the rights to dividends are forfeitable, theredsmpact on basic earnings per share calculatMeighted average
restricted stock unit shares outstanding are irealud the computation of diluted earnings per share
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Performance Shares

Instead of restricted stock units, the Company makeual grants of performance shares to membésefecutive
management. The 2015 performance criteria for thes®rmance shares (organic sales volume growthm on
invested capital, free cash flow conversion, an®& §Rowth) were selected because the Company bsltbaethey are
important drivers of long-term stockholder valubeThumber of shares of 3M common stock that coctidadly be
delivered at the end of the three-year performgmecsd may be anywhere from 0% to 200% of eachopesdince share
granted, depending on the performance of the Coyngaring such performance period. Non-substanteging
requires that expense for the performance sharescognized over one or three years depending @mwhch
individual became a 3M executive. Performance shdoenot accrue dividends during the performancege
Therefore, the grant date fair value is determimgdeducing the closing stock price on the datgraht by the net
present value of dividends during the performarexéog.

The following table summarizes performance shatieigcduring the nine months ended September 8052

Weighted
Average
Number of Grant Date
Awards Fair Value
Undistributed balance —

As of January 1 1,099,752 $ 102.65
Granted 227,798 158.88
Distributed (323,938) 83.08
Performance change (95,316 129.73
Forfeited (20,834) 123.02

As of September 30 887,462 $ 120.84

As of September 30, 2015, there was $25 milliooarsfipensation expense that has yet to be recogreizgdd to
performance shares. This expense is expectedrecbgnized over the remaining weighted-averageimgsmperiod of
10 months. During the nine months ended Septenthe2@.5 and September 30, 2014, the total fairevafu
performance shares that were distributed were #8idmand $35 million, respectively. The Compangstual tax
benefits realized for the tax deductions relatethéodistribution of performance shares for theenitonths ended
September 30, 2015 and September 30, 2014 wermiilidn and $11 million, respectively.

NOTE 13. Business Segments

3M’s businesses are organized, managed and inegraliped into segments based on differences kets
products, technologies and services. 3M managepéstions in five operating business segmentkidimial; Safety
and Graphics; Electronics and Energy; Health Camd;Consumer. 3M's five business segments bringtheg common
or related 3M technologies, enhancing the developmiinnovative products and services and progdor efficient
sharing of business resources. These segmentsiualekvide responsibility for virtually all 3M proa lines. 3M is
not dependent on any single product/service or etailkansactions among reportable segments aredegtat cost.
3M is an integrated enterprise characterized bgtambial intersegment cooperation, cost allocatarsinventory
transfers. Therefore, management does not reprisdrthese segments, if operated independentlyldveport the
operating income information shown. The differebeéwveen operating income and pre-tax income retatagerest
income and interest expense, which are not allddatéusiness segments.

Assets as reported in Note 15 (Business Segmentisgi2014 Annual Report on Form 10-K have incréakes to 2015

acquisitions. The impact of these 2015 acquisitmmasset balances is provided in Note 2 (Acqoisétiand
Divestitures) within this Form 10-Q.
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Business Segment Information

Three months ended Nine months ended
September 30, September 30,

(Millions) 2015 2014 2015 2014
Net Sales
Industrial $ 2575 $ 2,772 $ 7,867 $ 8,363
Safety and Graphics 1,417 1,448 4,221 4,365
Electronics and Energy 1,378 1,500 4,010 4,233
Health Care 1,346 1,390 4,039 4,180
Consumer 1,162 1,177 3,321 3,395
Corporate and Unallocated 2 3 — 5
Elimination of Dual Credit (168) (153, (482) (439)
Total Company $ 7,712 $ 8,137 $ 22,976 $ 24,102
Operating Income
Industrial $ 580 $ 616 $ 1,787 $ 1,851
Safety and Graphics 324 340 1,023 1,011
Electronics and Energy 342 338 902 858
Health Care 432 432 1,280 1,293
Consumer 293 272 792 741
Corporate and Unallocated (58) (63) (232 (184
Elimination of Dual Credit (37) (34) (106) (97)
Total Company $ 1876 $ 1,901 $ 5446 $ 5,473

Corporate and unallocated operating income incladesriety of miscellaneous items, such as corpansestment
gains and losses, certain derivative gains ané$s®rtain insurance-related gains and lossdsjreditigation and
environmental expenses, corporate restructuringgelsaand certain under- or over-absorbed costsgergion, stock-
based compensation) that the Company may chooge aibcate directly to its business segmentsaBse this
category includes a variety of miscellaneous itatris,subject to fluctuation on a quarterly anchaal basis.

3M business segment reporting measures includecdedit to business segments for certain U.S. saldgelated
operating income. Management evaluates each fitvét®perating business segments based on netesadesperating
income performance, including dual credit U.S. réipg to further incentivize U.S. sales growth. @ésesult, 3M
provides additional (“dual”) credit to those busiesegments selling products in the U.S. to anmadteustomer when
that segment is not the primary seller of the pobdeor example, certain respirators are primaxdld by the Personal
Safety Division within the Safety and Graphics bess segment; however, the Industrial businessesggaiso sells
this product to certain customers in its U.S. memkia this example, the non-primary selling segntrdustrial) would
also receive credit for the associated net salegidted and the related approximate operatingine. The assigned
operating income related to dual credit activityyrmdéfer from operating income that would resutirt actual costs
associated with such sales. The offset to the chealit business segment reporting is reflectedras@nciling item
entitled “Elimination of Dual Credit,” such thatlea and operating income for the U.S. in totalarehanged.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM*
To the Stockholders and Board of Directors of 3Mpany:

We have reviewed the accompanying consolidatedhbalaheet of 3M Company and its subsidiaries as of
September 30, 2015, and the related consolidasgeinseénts of income and comprehensive income fathtlee-month
and nine-month periods ended September 30, 2012Gi and the consolidated statements of castsffomthe nine-
month periods ended September 30, 2015 and 20B4eTihterim financial statements are the respditgibf the
Company’s management.

We conducted our review in accordance with thedsteds of the Public Company Accounting OversighamglaUnited
States). A review of interim financial informaticonsists principally of applying analytical proceesiand making
inquiries of persons responsible for financial andounting matters. It is substantially less inpgcthan an audit
conducted in accordance with the standards of tiic®Company Accounting Oversight Board (Unitedt8s), the
objective of which is the expression of an opiniegarding the financial statements taken as a wiAaeordingly, we
do not express such an opinion.

Based on our review, we are not aware of any naterodifications that should be made to the accawyipag
consolidated interim financial statements for therbe in conformity with accounting principles geally accepted in
the United States of America.

We previously audited, in accordance with the saadsl of the Public Company Accounting Oversighti8q&nited
States), the consolidated balance sheet as of Deredi, 2014, and the related consolidated statsnoémcome,
comprehensive income, changes in equity, and dasis for the year then ended (not presented herang) in our
report dated February 12, 2015, we expressed amalifigd opinion on those consolidated financialttsments. In our
opinion, the information set forth in the accompagyconsolidated balance sheet information as aeder 31, 2014,
is fairly stated in all material respects in redatto the consolidated balance sheet from whibastbeen derived.

/sl PricewaterhouseCoopers LLP
PricewaterhouseCoopers LLP

Minneapolis, Minnesota
October 29, 2015

* Pursuant to Rule 436(c) of the Securities Act @3.9'Act”) this should not be considered a “repasithin the
meaning of Sections 7 and 11 of the Act and thepeddent registered public accounting firm liapilinder
Section 11 does not extend to it.
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Item 2. Management’s Discussion and Analysis of kancial Condition and Results of Operations.

Management’s Discussion and Analysis of Financ@hdition and Results of Operations (MD&A) is desdrto
provide a reader of 3M’s financial statements waitharrative from the perspective of managements3WD&A is
presented in the following sections:

*  Overview

* Results of Operations

» Performance by Business Segment

» Financial Condition and Liquidity

e Cautionary Note Concerning Factors That May Affegture Results

Forward-looking statements in Part |, ltem 2 mayolie risks and uncertainties that could causeltesudiffer
materially from those projected (refer to the sattntitled “Cautionary Note Concerning FactorstTay Affect
Future Results” in Part |, Item 2 and the risk dastprovided in Part I, Item 1A for discussiontbése risks and
uncertainties).

OVERVIEW

3M is a diversified global manufacturer, technolagyovator and marketer of a wide variety of praduand services.
3M manages its operations in five operating busisegments: Industrial; Safety and Graphics; Edeas and Energy;
Health Care; and Consumer. From a geographic petrépeany references to EMEA refer to Europe, Neddast and
Africa on a combined basis.

In October 2015, to further strengthen its comptitess, 3M announced a restructuring plan thatrsult in an
expected reduction of 1,500 positions worldwidehvestimated pre-tax savings of $130 million in 20I6e Company
anticipates a fourth-quarter 2015 pre-tax chargeppfoximately $100 million, or 13 cents per ditihare, related to
this plan. Reductions will be primarily focused siructural overhead, largely in the U.S., and slegrewing markets
with particular emphasis on EMEA and Latin America.

As part of its portfolio management process, indDet 2015, 3M (Safety and Graphics Business) alsoanced the
sale of its Library Systems and Faab Fabricautinbases. The Company expects a net pre-tax gapmbximately
$45 million ($10 million after tax) in the fourttugrter of 2015 related to these divestitures. Reféfote 2 in the
Consolidated Financial Statements for addition#itle

Third quarter of 2015 results:

3M continued to face a slow-growth economic envinent in the third quarter of 2015. The stronger.d@Slar
negatively impacted sales and earnings in the thuadter, and global economic growth was mixed pleshese
challenges, 3M had positive organic local-curregiywth in four of its five business segments andlimmajor
geographic areas. 3M also expanded operating incoangins by 0.9 percentage points.

3M continued to invest for long-term success thiotgsearch and development, commercialization aqdisitions. In
early August 2015, 3M (Safety and Graphics Businasquired Capital Safety for a total enterpriski@dcash paid and
debt assumed) of approximately $2.5 billion. Ca8tety is a leading global provider of fall pretien equipment, one
of the fastest-growing safety categories withinglabal personal protective equipment industrylate August 2015,
3M (Industrial Business) acquired Polypore’s Sefiana Media business for $1.0 billion. Polypore&p&rations Media
business is a leading provider of microporous memés and modules for filtration in life scienceslustrial and
specialty segments. In March 2015, 3M (Health @arsiness) acquired Ivera Medical Corp. lvera Mddarp. is a
manufacturer of health care products that disird@ct protect devices used for access into a patielatodstream.

Refer to Note 2 in the Consolidated Financial Stetets for additional detail.

Third-quarter 2015 sales decreased 5.2 percent.tolfllion, as foreign currency translation reddigeorldwide sales
by 7.4 percent. Organic local-currency sales grdwthich includes organic volume impacts plus sglimice impacts)
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was 5.0 percent in Consumer, 3.7 percent in Heézdile, 2.9 percent in Safety and Graphics, and €.@ept in
Industrial. Organic local-currency sales decling®lfZrcent in Electronics and Energy. For the Campa total,
organic local-currency sales grew 1.2 percent, higiher organic volumes contributing 0.1 percemt selling price
increases contributing 1.1 percent. Acquisitiorisdassed above) increased third-quarter sales growi..1 percent.
The static control business divestiture in Jan2&d5 reduced third-quarter sales growth by 0.1eyrc

On a geographic basis, foreign currency translatoluced year-on-year sales by 21.1 percent im llatierica/Canada,
14.4 percent in EMEA, and 6.9 percent in Asia Racifh particular, the market experienced year-eanthird-quarter
declines in the Euro, Yen, and Brazilian Real verthe U.S. dollar of 15 percent, 14 percent, anged¢ent,
respectively.

In Latin America/Canada, organic local-currencyesajrew 2.3 percent, led by Health Care at 9 pgraeed Industrial
at 6 percent. Organic local-currency sales declinpdrcent in Electronics and Energy, declinedr2g@ in Consumer,
and declined 3 percent in Safety and Graphics. icdacal-currency sales grew 13 percent in Mexatd declined 2
percent in Brazil.

In the United States, organic local-currency sghesvth was 1.5 percent, with growth led by Consuatéf percent,
Health Care at 4 percent, and Safety and Graph@@parcent. Organic local-currency sales in Etettrs and Energy
declined 1 percent, and Industrial declined 3 pdrce

In EMEA, organic local-currency sales increasedpkfcent. Central/East Europe grew 11 percentewhiést Europe
was flat, and Middle East/Africa declined 1 percé&nganic local-currency sales growth in EMEA wed by
Electronics and Energy at 8 percent, Safety angl@ca at 3 percent, and Consumer at 1 percentewbith Health
Care and Industrial were flat.

In Asia Pacific, organic local-currency sales gf@# percent. Organic local-currency sales growth l@d by Health
Care, and Safety and Graphics, both at 7 percems@ner at 4 percent, and Industrial at 2 per€nganic local-
currency sales in Electronics and Energy declinpdrent. China/Hong Kong organic local-currendgsdeclined 2
percent, but increased 3 percent excluding eleicsodapan’s organic local-currency sales grewrtgue, or 5 percent
excluding electronics.

Worldwide operating income decreased 1.3 percethtarihird quarter and operating income marginsevi2dr.3 percent,
an increase of 0.9 percentage points year-on-@garating income margins increased due to the auatibn of raw
material cost decreases and selling price increém@sgn currency impacts, and productivity/otiiems. These factors
were partially offset by margin dilution from firgear acquisitions, higher defined benefit pensiod postretirement
expense, and the impact of strategic investmemferRo the section entitled “Results of Operatidos further
discussion.

Net income attributable to 3M was $1.296 billion$@.05 per diluted share, in the third quarteP@f5, compared to
$1.303 billion, or $1.98 per diluted share, in thied quarter of 2014. Operational benefits incegbsarnings by 11
cents per diluted share, which included a reduatioh cents per diluted share related to higheinddfbenefit pension
and postretirement expenses. Operational benefitlsded the combination of lower raw material castd higher
selling prices, in addition to productivity. Weiglitaverage diluted shares outstanding in the thuedter of 2015
declined 4.1 percent year-on-year to 631.2 millighich increased earnings by approximately 8 cpatdiluted share.
The income tax rate was 29.6 percent in the thiiattgr, down 0.7 percentage points versus lastsythard quarter,
which increased earnings by approximately 2 ceetdputed share. Foreign currency impacts decrtepeetax
earnings by approximately $95 million, or the eglént of 10 cents per diluted share, excludingrtyact of foreign
currency changes on tax rates. The acquisitiofobfpore’s Separations Media business and Capafaltysreduced
earnings by 4 cents per diluted share, due to pechccounting impacts, transaction expenses tegtation costs.

First nine months of 2015 results:

In the first nine months of 2015, sales decreaseégdrcent to $23.0 billion, as foreign curren@nsiation reduced
worldwide sales by 7.1 percent. 3M had positiveaaig local-currency sales growth (which includegamic volume
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impacts plus selling price impacts) in four offitee business segments. Organic local-currencyssat@eased 4.0
percent in Safety and Graphics, 3.5 percent in Qmes, 3.3 percent in Health Care, and 1.5 percelmtdustrial.
Organic local-currency sales declined 0.2 peraeméctronics and Energy. For the Company in tata@anic local-
currency sales grew 2.0 percent, with higher oigaalumes contributing 1.0 percent and selling@iicreases
contributing 1.0 percent.

In addition to the acquisitions discussed abovesuttuird quarter 2015 results, in April 2014, 3Me@th Care
Business) also acquired Treo Solutions LLC, a mtewof data analytics and business intelligendeetdthcare payers
and providers. The combination of all these actjaiss added 0.5 percent to sales growth in theriiree months of
2015. The static control business divestiture muday 2015 reduced first nine months sales growtf.b percent.

On a geographic basis, organic local-currency saies in all major geographic areas, with growtl2 & percent in the
United States, 2.2 percent in both Asia Pacific laiih American/Canada, and 0.6 percent in EMEAekm currency
translation reduced year-on-year sales by 16.4epérm Latin America/Canada, 15.8 percent in EMBAG 5.6 percent
in Asia Pacific.

In Venezuela, sales were down in the first nine tm®wof 2015, which reduced organic local-curreraigs growth in
the combined Latin America/Canada area by 2 per&mnte Venezuela is considered highly inflation&iy’s
Venezuelan subsidiary’s functional currency is dde®d to be that of its parent. As a result, ergearate effects of
remeasuring Venezuela Bolivar denominated sales veflected in organic local-currency sales groaglopposed to
being part of the translation element of overdiés@hange, with this impact creating challengiagryon-year
comparisons, primarily in the second half of 20hd the first half of 2015.

Worldwide operating income dollars in the first@imonths of 2015 decreased 0.5 percent when cothpatbe same
period in 2014. Operating income margins were 2&rtent, an increase of 1.0 percentage pointsgegear.
Operating income margins increased due to the amatibn of selling price increases and raw mateadat decreases,
productivity, and leverage from organic volume gilovil hese factors were partially offset by highefimed benefit
pension and postretirement expense, margin dildtam first-year acquisitions, and the impact oétgic investments.
Refer to the section entitled “Results of Operatidior further discussion.

Net income attributable to 3M was $3.795 billion$5.92 per diluted share, in the first nine mor@hg015, compared
to $3.777 billion, or $5.67 per diluted share,hig first nine months of 2014. Operational benéfitseased earnings by
39 cents per diluted share, which included a rednctf 13 cents per diluted share related to higledined benefit
pension and postretirement expenses. Operationafiteincluded the combination of higher sellimgcps and lower
raw material costs, productivity, and volume legeraWeighted-average diluted shares outstandittggirirst nine
months of 2015 declined 3.7 percent year-on-yeé&#to2 million, which increased earnings by apprately 22 cents
per diluted share. Foreign currency impacts deerbase-tax earnings by approximately $295 millionthe equivalent
of 32 cents per diluted share, excluding the impadoreign currency changes on tax rates. Theiaitiuns of
Polypore’s Separations Media business and Capafetyreduced earnings by 4 cents per diluted sldareto purchase
accounting impacts, transaction expenses and atiegrcosts. The income tax rate was 29.1 perodmbth the first
nine months of 2015 and 2014.

Managing currency risks:

As discussed above, the stronger U.S. dollar negjgtimpacted sales and earnings in the first mioaths of 2015. 3M
utilizes a number of tools to hedge currency redlted to earnings. 3M uses natural hedges sughcasg,

productivity, hard currency billings, and localigisource of supply. 3M also uses financial hedgesitigate currency
risk. In the case of more liquid currencies, 3Mdesla portion of its aggregate exposure, using 24.8r 36 month
horizon, depending on the currency in questiomid-2014, 3M began extending its hedging tenoistreral major
currencies, most notably the Euro and Yen, outiras 24 months, and in the first quarter of 20&8reled this to 36
months. These longer-dated hedges will help 3M mararrency impacts into 2016 and early 2017. Bresly, 3M

had limited its hedge horizon to 12 months. Fos leguid currencies, financial hedging is frequgmtiore expensive
with more limitations on tenor. Thus this risk @&dely managed via local operational actions usatgral hedging tools
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as discussed above. In either case, 3M’s hedgipgaph is designed to reduce volatility, and ultehato allow time
for 3M’s businesses to respond to changes in th&etmace.

Sales and operating income by business segment:

The following table contains sales and operatimgine results by business segment for the threehs@mnided
September 30, 2015 and 2014. In addition to theudison below, refer to the section entitled “Perfance by Business
Segment” later in MD&A for a more detailed discassdf the sales and income results of the Compadyita
respective business segments (including Corporatdjaallocated). Refer to Note 13 for additiondbimation on
business segments, including Elimination of Duaddit

Three months ended September 30,

2015 2014 % change

Net Oper. Net Oper. Net Oper.
(Dollars in millions) Sales Income Sales Income Sales Income
Business Segments
Industrial $ 2575 $ 580 $ 2,772 $ 616 (7.1% (5.8%
Safety and Graphics 1,417 324 1,448 340 (2.2)% (4.8%
Electronics and Energy 1,378 342 1,500 338 (8.1% 1.4%
Health Care 1,346 432 1,390 432 (3.2)% 0.1%
Consumer 1,162 293 1,177 272 (12.2% 7.5%
Corporate and Unallocated 2 (58) 3 (63) — —
Elimination of Dual Credit (168 (37 (153 (34 — —
Total Company $ 7,712 $1876 $ 8,137 $ 1,901 (5.2)% (1.3%

Sales in U.S. dollars in the third quarter of 2@&8reased 5.2 percent, substantially impacted figygio currency
translation, which reduced sales by 7.4 percemésSa U.S. dollars declined in Electronics and fggeoy 8.1

percent, Industrial by 7.1 percent, Health Car@ypercent, Safety and Graphics by 2.2 percedtCamsumer by 1.2
percent. Total company organic local-currency saleseased 1.2 percent, with growth in four of fike business
segments. In addition, all five business segmettigesed operating income margins in excess of 22qmé. Worldwide
operating income margins for the third quarter @2 were 24.3 percent, compared to 23.4 percenhéothird quarter
of 2014.

Financial condition:

3M generated $4.082 billion of operating cash flamthe first nine months of 2015, a decrease 6fl$3illion when
compared to the first nine months of 2014. Reféh#&section entitled “Financial Condition and Lijty” later in
MD&A for a discussion of items impacting cash flows

In February 2014, 3M’s Board of Directors authodizbe repurchase of up to $12 billion of 3M’s oatsting common
stock, with no pre-established end date. In the fime months of 2015, the Company purchased 84ildn of stock,
compared to $4.373 billion of stock purchases éfitst nine months of 2014. As of September 30,520
approximately $2.6 billion remained available untter February 2014 authorization. The Company esgegurchase
$5 billion to $5.5 billion of stock in 2015. In Dember 2014, 3M’s Board of Directors declared d-fiisarter 2015
dividend of $1.025 per share, an increase of 20guér This marked the 57th consecutive year ofléivdl increases for
3M.

3M'’s debt to total capital ratio (total capital ohefd as debt plus equity) was 48 percent at Sepe8® 2015, and 34
percent at December 31, 2014. 3M has an AA- cratlitg with a stable outlook from Standard & Poarsl an Aa3
credit rating with a negative outlook from Moodyfs/estors Service. The Company generates signtfiagoing cash
flow and has proven access to capital markets figntliroughout business cycles.

3M currently expects that its effective tax ratetfutal year 2015 will be approximately 28.5 to®2percent, which
assumes that the U.S. research and developmeiitwikthe reinstated for 2015.
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Pension and postretirement defined benefit plans:

3M expects to contribute approximately $250 millafrcash to its global defined benefit pension postretirement
plans in 2015. The Company does not have a requaireilinum cash pension contribution obligation figrW.S. plans
in 2015. 3M expects global defined benefit pensind postretirement expense in 2015 to increas@progimately
$160 million pre-tax when compared to 2014 (inahgdihe impacts of the March 2015 Japan curtailrgairts and
lower expense due to the August 2015 postretiretmemefit changes discussed in Note 8). This inergasnarily
related to lower discount rates and the adoptiamesf mortality tables. Refer to Note 8 (Pension Rodtretirement
Benefit Plans) for additional information conceigi®M’s pension and postretirement plans.

RESULTS OF OPERATIONS
Percent change information compares the third quaft2015 with the same period last year, unléissraise

indicated. From a geographic perspective, any eefas to EMEA refer to Europe, Middle East anddsfon a
combined basis.

Net Sales:
Three months ended September 30, 2015
Europe, Latin
United Asia Middle East America/ Other
States Pacific & Africa Canada Unallocated Worldwide
Net sales (millions) $3,166 $2290 $ 1517 $ 739 $ — $ 7,712
% of worldwide sales 41.0% 29.7% 19.7% 9.6 % — 100.0%
Components of net sales change:
Volume — organic 1.2% 0.4% (0.6)% (2.7)% — 0.1%
Price 0.3 — 2.1 5.0 — 1.1
Organic local-currency sales 15 0.4 15 2.3 — 1.2
Acquisitions 1.8 0.5 0.9 11 = 1.1
Divestitures (0.3) (0.2) (0.2) (0.1) — (0.1)
Translation — (6.9 (14.4 (21.1 — (7.4
Total sales change 30% (6.1)% (12.1)% (17.8)% — (5.2)%

Sales in the third quarter of 2015 decreased F@pewhen compared to the third quarter of 20Irgadic local-
currency sales grew 1.2 percent, with increas@3percent in Latin America/Canada, 1.5 perceibitn the United
States and EMEA, and 0.4 percent in Asia Pacifigafic local-currency sales growth was 1.6 peredeveloping
markets, and was 1.1 percent in developed marersency impacts reduced third quarter 2015 wordigvgales
growth by 7.4 percent.

Worldwide selling prices rose 1.1 percent in tHedtiquarter of 2015. 3M continues to generate pasgelling price
changes across most of its businesses, boostedrg-glass innovation and strong new product floath of which are
important elements of the 3M business model. Iritedg 3M has been raising selling prices in cert@éveloping
countries to help offset the impact of currencyaleations.
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Nine months ended September 30, 2015

Europe, Latin

United Asia Middle East America/ Other

States Pacific & Africa Canada Unallocated Worldwide
Nel sales (millions) $9,080 $6932 $ 4695 $2273 $ (4) $22,976

% of worldwide sales 39.5% 30.2% 20.4% 9.9% — 100.0%

Components of net sales change:
Volume — organic 2.5% 2.2% 1206 (2.2)% — 1.0%
Price 0.4 — 1.8 4.4 — 1.0
Organic local-currency sales 2.9 2.2 0.6 2.2 — 2.0
Acquisitions 0.8 0.2 0.3 0.4 — 0.5
Divestitures (0.3) (0.2) — (0.1) — (0.1)
Translation — (5.6 (15.8 (16.4 — (7.1
Total sales change 34% (3.3% (14990 (13.99% — (4.7%

Sales in the first nine months of 2015 decreaségdrcent when compared to the first nine montH20a#. Organic
local-currency sales grew 2.0 percent, with inaesasf 2.9 percent in the United States, 2.2 peliognbth Asia Pacific
and Latin America/Canada, and 0.6 percent in EMB/anic local-currency sales growth was 2.8 peritent
developing markets, and was 1.8 percent in devdlomrkets. Currency impacts reduced first nine I®2015
worldwide sales growth by 7.1 percent.

Worldwide selling prices rose 1.0 percent in thistfhnine months of 2015. 3M continues to generatitipe selling
price changes across most of its businesses, lobogteorld-class innovation and strong new prodieet, both of
which are important elements of the 3M businessehdd addition, 3M has been raising selling pricesertain
developing countries to help offset the impactwfency devaluations.

Operating Expenses:

Three months ended Nine months ended
September 30, September 30,
(Percent of net sales) 2015 2014 Change 2015 014 Change
Cost of sales 50.3% 51.7% (1.4% 50.3% 51.6% (1.3%
Selling, general and administrative expenses 19.8 19.6 0.2 20.2 20.2 —
Research, development and related expense: 5.6 5.3 0.3 5.8 5.5 0.3
Operating income 24.3% 23.4% 0.9% 23.7% 227% 1.0%

As discussed in the overview section, 3M expeclinele benefit pension and postretirement expenstofal year 2015
to increase by approximately $160 million pre-taxew compared to 2014, which impacts cost of sakdbng, general
and administrative expenses (SG&A); and reseambeldpment and related expenses (R&D). Refer t@kis 2014
Annual Report on Form 10-K (MD&A section entitlediti@al Accounting Estimates — Pension and Posteatent
Obligations and Note 10, Pension and Postretirefdenefit Plans) for background concerning thiséase, as both
lower discount rates and new mortality tables wiresprimary factors that resulted in increased pgps in 2015. The
year-on-year increase in defined benefit pensiehparstretirement expense for the third quarterfastinine months
was $38 million and $125 million, respectively. Tirst nine months of 2015 includes the impact ifst-quarter 2015
Japan pension curtailment gain of $17 million andldr expense due to the August 2015 postretirebmefit changes.

The Company is investing in an initiative callecsimess transformation, with these investments itipgcost of sales,
SG&A, and R&D. Business transformation encompagise®ngoing multi-year phased implementation oéaterprise
resource planning (ERP) system on a worldwide basisvell as changes in processes and internaiextservice
delivery across 3M.

55



Cost of Sales:
Cost of sales includes manufacturing, engineermyfeeight costs.

Cost of sales as a percent of net sales was 5€c8mien both the third quarter and first nine nisnof 2015, compared
to 51.7 percent in the third quarter of 2014 and Hkrcent in the first nine months of 2014. Cdstates, measured as a
percent of sales, decreased due to selling prizeases and raw material cost decreases. Selitegpncreased net
sales year-on-year by 1.1 percent in the thirdtguand 1.0 percent in the first nine months, whdle material cost
deflation was favorable by approximately 4 peraamt 3 percent year-on-year in both the third quante first nine
months, respectively. In addition, organic volureedrage in the first nine months of 2015 decreasstlof sales as a
percent of sales. These impacts were partiallyebfiy higher defined benefit pension and postneiinet expense (of
which a portion impacts cost of sales).

Selling, General and Administrative Expenses:

SG&A decreased 4 percent and 5 percent in the thiedter and first nine months of 2015, respecdtivehen compared
to the same periods last year, benefitting froreifipr currency translation and productivity. Thesadfits were
partially offset by continued investments in busmé&ansformation, and higher defined benefit memand
postretirement expense. SG&A, measured as a pavtsates, was 19.8 percent of sales in the thiafter of 2015
compared to 19.6 percent in the third quarter Adf2GBG&A was 20.2 percent of sales in both the firse months of
2015 and 2014.

Research, Development and Related Expenses:

R&D, measured as a percent of sales, increasgoedc@ntage points year-on-year in both the thi@gu and first nine
months of 2015 to 5.6 percent and 5.8 percentle§seespectively. R&D in dollars was flat for bdkte third quarter
and first nine months of 2015 when compared tcstrae periods last year, benefitting from foreignmency
translation. 3M continued to invest in its key gtbwnitiatives, including more R&D aimed at disriygt innovation
programs with the potential to create entirely mearkets and disrupt existing markets. R&D was atgzacted by
higher defined benefit pension and postretiremgpéerse.

Operating I ncome:

Operating income margins were 24.3 percent intihid fuarter of 2015, compared to 23.4 percenténthird quarter
of 2014, an improvement of 0.9 percentage poirttese results included a 1.7 percentage point hdrafi the
combination of higher selling prices and lower raaterial costs. Foreign exchange impacts, netdgé@ains, had a
0.2 percentage point benefit on operating incomagmsa. Productivity and other items also addedap@rcentage
point benefit. Items that reduced operating inconaegins included the impact of first-year acquisit, which reduced
operating income margins by 0.6 percentage pcamts,higher year-on-year defined benefit pensionpastretirement
expense, which reduced operating income margirts$ypercentage points. In addition, strategic itmesits reduced
operating income margins by 0.1 percentage pdgitategic investments included incremental prograroand
disruptive R&D and business transformation.

Operating income margins were 23.7 percent initserfine months of 2015 compared to 22.7 peraettie first nine
months of 2014, an improvement of 1.0 percentagetfdl hese results included a 1.5 percentage peimefit from the
combination of higher selling prices and lower raaterial costs, plus a 0.1 percentage point befmefit profit
leverage on organic volume growth. Productivity atfter items also added a 0.2 percentage poinfiberaped by
portfolio prioritization. Foreign exchange impaatst of hedge gains, had a minimal impact on operabcome
margins. Items that reduced operating income marigiciuded higher year-on-year defined benefit enand
postretirement expense, which reduced operatirgmecmargins by 0.5 percentage points, with the 20dr'ease
largely due to the adoption of new mortality tatdésng with a lower discount rate. The impact dftfiyear acquisitions
reduced operating income margins by 0.2 percergages. In addition, strategic investments reduzeerating income
margins by 0.1 percentage points.
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I nterest Expense and I ncome:

Three months ended Nine months ended
September 30, September 30,
(Millions) 2015 2014 2015 2014
Interest expense $ 38 $ 28 $ 104 $ 110
Interest income (@) (@) (18) (25)
Total $ 31 $ 21 $ 86 $ 85

Interest expense was higher in the third quart@04db compared to the same period last year, ladhet to higher
average debt balances. In addition, both the titter and first nine months of 2015 benefittearfryear-on-year
reductions in higher cost international debt.

Provision for Income Taxes:

Three months ended Nine months ended
September 30, September 30,
(Percent of pre-tax income) 2015 2014 2015 2014
Effective tax rate 29.6% 30.3% 29.1% 29.1%

The effective tax rate for the third quarter of 80tas 29.6 percent, compared to 30.3 percent ithtteequarter of
2014, a decrease of 0.7 percentage points. Prifaaiyrs that decreased the Company’s effectiveatxon a
combined basis by 3.1 percentage points year-onigelded the restoration of tax basis on cergaisets for which
depreciation deductions were previously limitedjrammease in the domestic manufacturer's dedudtenefit, and
international taxes, which were impacted by chamgéareign currency rates and changes to the ggxdne mix of
income before taxes. This decrease was partiaibgbby a 2.4 percentage points year-on-year iseré&athe
Company’s effective tax rate. Primary factors thateased the effective tax rate included remeasemnés of 3M's
uncertain tax positions and other items.

The effective tax rate for both the first nine mwnof 2015 and 2014 was 29.1 percent, with fadtasincreased the
tax rate completely offset by factors that decrddbe tax rate. Primary factors that increasedbeapany’s effective
tax rate on a combined basis by 1.2 percentagégpminthe first nine months of 2015 when compacethe same
period for 2014 included international taxes, whigre impacted by changes in foreign currency rateschanges to
the geographic mix of income before taxes, andratems. This increase was offset by a 1.2 pergengeint year-on-
year decrease, which included remeasurements of 8htertain tax positions, as a result of, amohgrdiactors,
matters related to transfer pricing, the restoratibtax basis on certain assets for which deptiecialeductions were
previously limited, and an increase in the domast@nufacturer’'s deduction benefit.

The Company currently expects that its effectivertde for total year 2015 will be approximately 28 29.5 percent.
This continues to assume that the U.S. researcllevelopment credit will be reinstated for 2015e Thte can vary
from quarter to quarter due to discrete items, @gcthe settlement of income tax audits and chaingex laws, as well
as recurring factors, such as geographic mix afrime before taxes and foreign currency effects.

Refer to Note 5 for further discussion of incomeeta

Net Income Attributable to Noncontrolling I nterest:

Three months ended Nine months ended
September 30, September 30,
(Millions) 2015 2014 2015 2014
Net income attributable to noncontrolling inter $ 2 3 8 $ 7 % 42

Net income attributable to noncontrolling interesgtresents the elimination of the income or losgatable to non-3M
ownership interests in 3M consolidated entitiese Third-quarter and first nine months year-on-y&sange in
noncontrolling interest amounts was largely relate8umitomo 3M Limited (Japan), which historicallyas 3M’s most
significant consolidated entity with non-3M ownédpsinterests. As discussed in Note 4, on Septerhp2014, 3M
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purchased the remaining 25 percent ownership initdomm 3M Limited, bringing 3M’s ownership to 100rpent.
Thus, effective September 1, 2014, net incomebatizble to noncontrolling interest was significgméduced. The
primary remaining noncontrolling interest relatessM India Limited, of which 3M’s effective ownelighis 75 percent.

Currency Effects:

3M estimates that year-on-year currency effectduding hedging impacts, decreased pre-tax incoyrepproximately
$95 million for the three months ended Septembef8@5 and decreased pre-tax income by approxiyn@ass

million for the nine months ended September 3052This estimate includes the effect of translapnafits from local
currencies into U.S. dollars; the impact of curgefiectuations on the transfer of goods betweenddrations in the
United States and abroad; and transaction gaingoasds, including derivative instruments desigieeictduce foreign
currency exchange rate risks. 3M estimates thatgeagear derivative and other transaction gairtslaases increased
pre-tax income by approximately $70 million forebrmonths ended September 30, 2015 and increaséaxpncome
by approximately $150 million for the nine montheled September 30, 2015.

Significant Accounting Policies:
Information regarding new accounting standardadfuded in Note 1 to the Consolidated Financiatedtents.
PERFORMANCE BY BUSINESS SEGMENT

Disclosures related to 3M’s business segmentsrargded in Note 13. The reportable segments aredtnil; Safety
and Graphics; Electronics and Energy; Health Camd; Consumer.

Corporate and Unallocated:

In addition to these five operating business segs&M assigns certain costs to “Corporate and [doated”, which is
presented separately in the preceding businessesggtable and in Note 13. Corporate and Unallaciaigludes a
variety of miscellaneous items, such as corporatestment gains and losses, certain derivativesgaid losses, certain
insurance-related gains and losses, certain litigand environmental expenses, corporate restingtaharges and
certain under- or over-absorbed costs (e.g. pensiook-based compensation) that the Company magsehnot to
allocate directly to its business segments. Bectuse&ategory includes a variety of miscellaneiterns, it is subject to
fluctuation on a quarterly and annual basis.

Corporate and Unallocated operating income intive uarter and first nine months of 2015 when pared to the
same periods last year improved by $5 million aedided by $48 million, respectively, impacted bgher defined
benefit pension and postretirement expense. Thésoffaet, especially in the third quarter, by lowear-on-year
respirator mask/asbestos legal accruals. 3M’s ddftrenefit pension and postretirement expenseeithibd quarter and
first nine months of 2015 when compared to the spenmds last year increased in total by $38 nmilémd $125
million, respectively, with $38 million and $109 liiin of this increase, respectively, allocatedcmrporate and
Unallocated.

Operating Business Segments:

Information related to 3M’s business segmentsHerthird quarter and first nine months of both 28h8 2014 is
presented in the tables that follow. Organic lanaFency sales include both organic volume imppkts selling price
impacts. Acquisition impacts, if any, are measigeparately for the first twelve months of the asijiain. The
divestiture impacts, if any, foreign currency tdatisn impacts and total sales change are alsagedvor each
business segment. Any references to EMEA relakutope, Middle East and Africa on a combined basis.
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Industrial Business:

Three months ended Nine months ended
September 30, September 30,
2015 2014 2015 2014
Sales (millions) $ 2575 $ 2772 $ 7867 $ 8,363
Sales change analysis:
Organic local currency 0.2% 4.2% 1.5% 4.6 %
Acquisitions 0.7 — 0.2 =
Translation (8.0) (1.2) (7.6) (0.9)
Total sales change (7.1% 3.0% (5.9% 3.7%
Operating income (millions) $ 580 $ 616 $ 1,787 $ 1,851
Percent change (5.8)% 7.9% (3.4)% 5.6%
Percent of sales 22.5% 22.2% 22.7% 22.1%

The Industrial segment serves a broad range ofetgr&uch as automotive original equipment manufac{OEM)

and automotive aftermarket (auto body shops ardl)etlectronics, appliance, paper and printiragkaging, food and
beverage, and construction. Industrial productldetapes, a wide variety of coated, non-woventaontied abrasives,
adhesives, advanced ceramics, sealants, specialeyiads, 3M purification (filtration products),odure systems for
personal hygiene products, acoustic systems predaiesti components and products that are used mdhefacture,
repair and maintenance of automotive, marine, @iremd specialty vehicles.

Third quarter of 2015:

Sales in Industrial totaled $2.6 billion, down pdrcent in U.S. dollars. Organic local-currencyesahcreased 0.2
percent, acquisitions added 0.7 percent, and foraigrency translation reduced sales by 8.0 per€@man organic
local-currency basis, sales growth was led by aatives OEM, and 3M purification. 3M also deliveredsitive organic
local-currency sales growth in abrasive systemd,iatustrial adhesives and tapes, while both aeaespnd
commercial transportation, and automotive aftermiawere flat. Organic local-currency sales in adeahmaterials
declined, primarily due to weakness in the oil gad market.

Acquisition sales growth related to the late Aug2@&t5 acquisition of Polypore’s Separations Medisifess. This
business is a provider of microporous membranesratlles for filtration in the life sciences, inthis, and specialty
segments. This acquisition enhances 3M'’s corafitin platform and will help generate new growtiportunities
across the company.

Geographically, organic local-currency sales wdsbig Latin America/Canada at 6 percent, and Asifieat 2
percent. Organic local-currency sales growth was pbsitive in EMEA, while the United States deetir8 percent.

Operating income was $580 million in the third daaof 2015, a decrease of 5.8 percent. Operaticgme margins
increased by 0.3 percentage points to 22.5 perbelted by the combination of lower raw materiatsand selective
selling price increases. Operating income margiesewegatively impacted by 0.6 percentage poirgstolthe
Polypore acquisition.

First nine months of 2015:

Sales in Industrial totaled $7.9 billion, down p&cent in U.S. dollars. Organic local-currencyesahcreased 1.5
percent, acquisitions added 0.2 percent, and foraigrency translation reduced sales by 7.6 per€@man organic
local-currency basis, sales growth was led by 3Mfipation, automotive OEM, and aerospace and coriak
transportation, while both industrial adhesives aps, and automotive aftermarket sales increslggdly, and
abrasive systems decreased slightly. Organic loagakncy sales in advanced materials declined,agrifyndue to
weakness in the oil and gas market.
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Geographically, organic local-currency sales insegldd percent in Latin America/Canada, and 2 péindioth Asia
Pacific and the United States, while EMEA was flat.

Operating income was $1.8 hillion in the first nmenths of 2015, a decrease of 3.4 percent. Opgrattcome margins
increased by 0.6 percentage points to 22.7 peroelged by the combination of lower raw materiadtsand selective
selling price increases. Operating income margiesewegatively impacted by 0.2 percentage poirgstolthe
Polypore acquisition.

Safety and Graphics Business:

Three months ended Nine months ended
September 30, September 30,
2015 2014 2015 2014
Sales (millions) $ 1417 $ 1448 $ 4221 $ 4,365
Sales change analysis:
Organic local currency 2.9% 3.1% 4.0% 4.1%
Acquisitions 4.2 — 1.4 —
Translation (9.3 (1.8 (8.7 .7
Total sales change (2.2)% 1.3% (3.3)% 2.4%
Operating income (millions) $ 324 % 340 $ 1023 $ 1,011
Percent change (4.8% 8.8% 1.1% 3.9%
Percent of sales 22.9% 23.5% 24.2% 23.2%

The Safety and Graphics segment serves a broad cdmgarkets that increase the safety, securitypaoductivity of
people, facilities and systems. Major product dfffgs include personal protection products; trasifety and security
products, including border and civil security s@uas; commercial solutions, including commerciadhics sheeting
and systems, architectural design solutions fdiasas, and cleaning and protection products formernial
establishments; and roofing granules for asphatigéds.

Third quarter of 2015:

Sales in Safety and Graphics totaled $1.4 billamwn 2.2 percent in U.S. dollars. Organic localreocy sales
increased 2.9 percent, acquisitions added 4.2 peraed foreign currency translation reduced saje8.3 percent.

On an organic local-currency basis, sales grewafimg granules, commercial solutions, and perseafdty. Organic
local-currency sales declined in traffic safety aedurity systems.

Acquisition sales growth reflects the acquisitidiCapital Safety in early August 2015. Capital $aie a leading
global provider of fall protection equipment.

Organic local-currency sales increased 7 percefsia Pacific, 3 percent in both EMEA and the Udi&tates, while
Latin America/Canada declined 3 percent.

Operating income in the third quarter of 2015 eda$324 million, down 4.8 percent. Operating inconagins were
22.9 percent of sales, compared to 23.5 perceheithird quarter of 2014. Operating income margiprovements
were driven by higher selling prices and lower raaterial costs, along with productivity. Operatingome margins
were negatively impacted by 1.9 percentage poiméstd margin dilution related to the Capital Safatquisition. Refer
to Note 2 in the Consolidated Financial Stateméoartadditional information on Capital Safety.

First nine months of 2015:
Sales in Safety and Graphics totaled $4.2 billdown 3.3 percent in U.S. dollars. Organic localrency sales

increased 4.0 percent, the Capital Safety acquisétdded 1.4 percent, and foreign currency translaéduced sales by
8.7 percent.
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On an organic local-currency basis, sales grewafimg granules, commercial solutions, and persea#dty, while
sales were flat in traffic safety and security.

Organic local-currency sales increased 8 percefisia Pacific, 4 percent in the United States, &metrcent in EMEA,
while Latin America/Canada was flat.

Operating income in the first nine months of 20dtafed $1.0 billion, up 1.1 percent. Operating imeomargins were
24.2 percent of sales, compared to 23.2 perceheifirst nine months of 2014. Operating incomegimaimprovements
were driven by higher selling prices and lower raaterial costs, along with productivity. Operatingome margins
were negatively impacted by 0.7 percentage poiméstd margin dilution related to the Capital Safatguisition.

Electronics and Energy Business:

Three months ended Nine months ended
September 30, September 30,
2015 2014 2015 2014
Sales (millions) $ 1,378 $ 1,500 $ 4010 $ 4,233
Sales change analysis:
Organic local currency (2.8% 4.3% (0.2% 4.9%
Divestitures (0.7) — (0.8) —
Translation (4.6 (0.8 (4.3 (0.8
Total sales change (8.1)% 3.5% (5.3)% 4.1%
Operating income (millions) $ 342 $ 338 % 902 $ 858
Percent change 1.4% 12.5% 5.2% 17.0%
Percent of sales 24.9% 22.5% 22.5% 20.3%

The Electronics and Energy segment serves custdametsctronics and energy markets, including sohst that
improve the dependability, cost-effectiveness, padormance of electronic devices; electrical paigluincluding
infrastructure protection; telecommunications nekgpand power generation and distribution. Thignsent's
electronics solutions include optical film solutiofor the electronic display industry; packaging axterconnection
devices; high-performance fluids and abrasiveshtégnperature and display tapes; flexible circwitisich use
electronic packaging and interconnection technglagy touch systems products, which include touckens, touch
monitors, and touch sensor components. This seggramdrgy solutions include pressure sensitivesa@mel resins;
electrical insulation; infrastructure products thetvide both protection and detection solutiongj@e array of fiber-
optic and copper-based telecommunications systentsfenewable energy component solutions for ttae and wind
power industries.

Third quarter of 2015:

Electronics and Energy sales totaled $1.4 billdown 8.1 percent in U.S. dollars. Organic localrency sales declined
2.8 percent, and foreign currency translation redwgales by 4.6 percent. Divestitures reduced bgl@s7 percent, as
3M completed the sale of its static control bussneslanuary 2015 (discussed in Note 2).

Organic local-currency sales decreased approxignatpercent in 3M’s electronics-related businesaég, growth in
electronics materials solutions more than offsealofecline in display materials and systems, age@périenced softer
conditions in the electronics markets in the thjugirter. In 3M’s energy-related businesses, orgaoal-currency sales
decreased approximately 2 percent, similar to gaatters, as growth in telecommunications was bffgaleclines in
electrical markets and renewable energy.

On a geographic basis, organic local-currency sat¥eased 8 percent in EMEA. Organic local-curyesales declined
1 percent in both the United States and Latin AoaGanada, and declined 5 percent in Asia Pacific.
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Operating income increased 1.4 percent to $342omilh the third quarter of 2015. Operating incoma&rgins were
24.9 percent, compared to 22.5 percent in the thuatter of 2014. Portfolio management actionsfands on
operational excellence, along with raw materialediés, continue to drive results.

First nine months of 2015:

Electronics and Energy sales totaled $4.0 billdown 5.3 percent in U.S. dollars. Organic localrency sales
decreased 0.2 percent, and foreign currency tridmsleeduced sales by 4.3 percent. Divestituresged sales by 0.8
percent, as 3M completed the sale of its statitrobhusiness in January 2015 (discussed in Nate 2)

Organic local-currency sales increased approximatglercent in 3M’s electronics-related busineskseksby strong
growth in electronics materials solutions. In 3Misergy-related businesses, organic local-curreales slecreased
approximately 3 percent, as electrical marketgctaihmunications, and renewable energy all decleed-on-year.

On a geographic basis, organic local-currency sat¥eased 3 percent in EMEA and 1 percent in thiedd States,
declined 1 percent in Asia Pacific, and declingze&ent in Latin America/Canada.

Operating income increased 5.2 percent to $902omilh the first nine months of 2015. Operatingan® margins
were 22.5 percent, compared to 20.3 percent ifirdtenine months of 2014, helped by portfolio mgement actions
that are contributing to higher productivity andrgias.

Health Care Business:

Three months ended Nine months ended
September 30, September 30,
2015 2014 2015 2014
Sales (millions) $ 1346 $ 1,390 $ 4,039 $ 4,180
Sales change analysis:
Organic local currency 3.7% 5.4% 3.3% 5.6%
Acquisitions 0.9 0.5 0.8 0.3
Translation (7.8 (1.2 (7.5 (0.7
Total sales change (3.2)% 4.7% (3.)% 5.2%
Operating income (millions) $ 432 % 432 $ 1280 $ 1,293
Percent change 0.1% 1.4% (1.0% 3.7%
Percent of sales 32.1% 31.0% 31.7% 30.9%

The Health Care segment serves markets that inchadkcal clinics and hospitals, pharmaceuticalafaleand
orthodontic practitioners, health information sys$e and food manufacturing and testing. Produaissanvices
provided to these and other markets include meditdlsurgical supplies, skin health and infectimvention products,
inhalation and transdermal drug delivery systeme, @are solutions (dental and orthodontic produttsalth
information systems, and food safety products. dffe in the third quarter of 2015, the Companyrfed the Oral Care
Solutions Division, which combined the former AMRBESand 3M Unitek divisions.

Third quarter of 2015:

Health Care sales totaled $1.3 billion, a decre8e2 percent in U.S. dollars. Organic local-cnog sales increased
3.7 percent, acquisitions added 0.9 percentagesp@ind foreign currency translation reduced daye8.8 percent.

Organic local-currency sales growth was broad-baseoiss much of the Health Care portfolio, inclgdiralth
information systems, food safety, critical and cticacare, oral care solutions, and infection préieen Organic local-
currency sales declined in drug delivery systemghallenging year-on-year comparisons continutdthre third
quarter.
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Acquisition growth related to the March 2015 acdigis of Ivera Medical Corp., a manufacturer of hie@are products
that disinfect and protect devices used for actessa patient’s bloodstream.

On a geographic basis, organic local-currency satreased in all areas, led by Latin America/Canaidd percent,
Asia Pacific at 7 percent, and the United Statesprcent.

Health Care continues to drive penetration in dgviely markets, with 10 percent organic local-cuckesales growth in
the third quarter.

Operating income increased 0.1 percent to $432omilOperating income margins were 32.1 percetttérthird
quarter of 2015, compared to 31.0 percent in thid tiuarter of 2014. Primary drivers of operatingame margin
expansion include strong productivity and sellimgg@'raw material benefits. The Ivera Medical Capquisition had a
minimal impact on operating income margins.

As part of 3M’s ongoing portfolio management pra;e3M has initiated a process to explore stratelj@rnatives for
its Health Information Systems Division (HIS). Thedternatives, all of which are focused on butdipon the strong
foundation of HIS, could include spinning-off, sed], or retaining and further investing in the Imesis within 3M.
Selection of a strategic direction is anticipatydhe end of the first quarter of 2016.

First nine months of 2015:

Health Care sales totaled $4.0 billion, a decref8e4 percent in U.S. dollars. Organic local-coog sales increased
3.3 percent, acquisitions added 0.8 percentagdg@ind foreign currency translation reduced dayes.5 percent.

Organic local-currency sales growth was led by feafitty, health information systems, critical ahdbaic care, oral
care solutions, and infection prevention. Orgaa@al-currency sales declined in drug delivery syste

Acquisition growth related to the following two agsjtions. In March 2015, 3M acquired Ivera Medi€arp., as
discussed above in third quarter results. In A20iL4, 3M completed its purchase of Treo Solutiob€ La provider of
data analytics and business intelligence to healéhpayers and providers.

On a geographic basis, organic local-currency satesased in all areas, led by Asia Pacific ae&ent, Latin
America/Canada at 6 percent, and the United Statépercent.

Health Care organic local-currency sales grew 8qudrin developing markets, continuing a trendtiafrey growth.
This has been a high priority investment area fdr & health care markets gain importance in d@uapcountries.

Operating income decreased 1.0 percent to $1i8rhilDperating income margins were 31.7 percetterfirst nine

months of 2015, compared to 30.9 percent in tis¢ fiine months of 2014, benefitting from strongdurctivity and
selling price/raw material benefits. Acquisitioredha minimal impact on operating income margins.
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Consumer Business:

Three months ended Nine months ended
September 30, September 30,
2015 2014 2015 2014
Sales (millions) $ 1162 $ 1177 $ 3321 $ 3,395
Sales change analysis:
Organic local currency 5.0% 3.1% 3.5% 3.3%
Divestitures — — — (0.2)
Translation (6.2 (1.0 (5.7, 1.2
Total sales change (1.2)% 2.1% (2.2% 1.9%
Operating income (millions) $ 293 % 272 $ 792 % 741
Percent change 7.5% 10.1% 6.8% 3.1%
Percent of sales 25.2% 23.2% 23.8% 21.8%

The Consumer segment serves markets that inclugmioeer retail, office retail, office business tsimess, home
improvement, drug and pharmacy retail, and othaketa. Products in this segment include office $pppoducts,
stationery products, construction and home impragrproducts (do-it-yourself), home care produststective
material products, certain consumer retail perseatdty products, and consumer health care praducts

Third quarter of 2015:

Sales in Consumer totaled $1.2 billion, down 1.&eet in U.S. dollars. Organic local-currency safeseased 5.0
percent, and foreign currency translation reduedeissby 6.2 percent. Organic local-currency salewi was led by
stationery and office supplies, with strong baclst¢bool sales in Scotch® home and office tapes, Phst-it® and
Command™ products. In construction and home imprerg, 3M Filtrete™ brand filters, also helped progewth.
3M’s home care business also delivered positivevtirowhile consumer health care declined year-car-ye

On a geographic basis, organic local-currency satesased 7 percent in the United States, 4 peneeksia Pacific,
and 1 percent in EMEA. Organic local-currency saleslined 2 percent in Latin America/Canada.

Consumer operating income was $293 million, uppe&ent from the third quarter last year. Operaititgme margins
were 25.2 percent, compared to 23.2 percent isdh@e period last year. Operating income marginsdaga due to
lower raw material costs and strong productivity.

First nine months of 2015:
Sales in Consumer totaled $3.3 billion, down 2.&eet in U.S. dollars. Organic local-currency safeseased 3.5
percent, and foreign currency translation reduedelssby 5.7 percent. All businesses grew on amirdacal-currency

basis, with sales growth led by construction anehénémprovement, stationery and office supplies, lamthe care.

On a geographic basis, organic local-currency satreased 6 percent in the United States, and&pein Asia
Pacific. Organic local-currency sales in EMEA w#ag year-on-year, and Latin America/Canada dedlihgercent.

Consumer operating income was $792 million, upp@&ent from the first nine months last year. Ofy@gancome

margins were 23.8 percent, compared to 21.8 peicehe same period last year, helped by lowerreaterial costs
and strong productivity.
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FINANCIAL CONDITION AND LIQUIDITY

3M continues to manage towards a better-optimizgutal structure by adding balance sheet leverabigh is being
used for two purposes: first, to invest in 3M's inesses, and second, to increase cash returnarehsiiders. The
strength and stability of 3M’s business model andng) free cash flow capability, together with peavcapital markets
access, enable 3M to implement this strategy. Geggowth remains a high priority, thus 3M will dimue to invest in
research and development, capital expenditurescamnercialization capability. In addition, sourcégash
availability in the United States, such as ongaiagh flow from operations and access to capitaketay have
historically been sufficient to fund dividend paym®to shareholders and share repurchases, aasieihding U.S.
acquisitions and other items as needed. For timemational earnings considered to be reinvestaefinitely, the
Company currently has no plans or intentions tatégte these funds for U.S. operations. Howe¥é¢hgise
international funds are needed for operationsénUutss., 3M would be required to accrue and pay td&s to repatriate
them. See Note 7 in 3M’s 2014 Annual Report on Fb@sK for further information on earnings considkte be
reinvested indefinitely.

3M’s primary short-term liquidity needs are metihgh cash on hand and U.S. commercial paper issaa8i
believes it will have continuous access to the cencial paper market. 3M’s commercial paper progpammits the
Company to have a maximum of $3 billion outstandiidp a maximum maturity of 397 days from datessfuance.

As discussed in Note 2, in August 2015, 3M acquiCegital Safety for a total enterprise value (gaaid and debt
assumed) of $2.5 billion. As also discussed in Nlpte August 2015, 3M acquired Polypore’s SeparatiMedia
business for a total purchase price of $1.0 billgéM had sufficient sources of liquidity to fundege acquisitions,
including cash and cash equivalents, marketablerisies, and access to capital markets.

Net Debt:

The Company defines net debt as total debt lestothkof cash, cash equivalents and current ang-term marketable
securities. 3M considers net debt and its compartenbe an important indicator of liquidity anduiding measure of
capital structure strategy. Net debt is not defineder U.S. generally accepted accounting prinsipted may not be
computed the same as similarly titted measures bg@adher companies. The following table providesdebt as of
September 30, 2015, and December 31, 2014.

September 30, December 31,
(Millions) 2015 2014
Total Debt $ 11,253 $ 6,837
Less: Cash and cash equivalents and marketabletsscu 1,771 3,351
Net Debt $ 9,482 $ 3,486

In the first nine months of 2015, net debt increldsg $6.0 billion to a net debt balance of $9.5dail The first nine
months 2015 net debt increase was driven by the didyAugust 2015 debt issuances of approximately §iBlion
(discussed in Note 7 and below), plus commercipep#&suances of $800 million, in addition to auibn in cash,
cash equivalents and marketable securities of §illién. Details related to cash, cash equivaleats] marketable
securities, in addition to debt, are discussedé@rrbelow.

Cash, cash equivalents and marketable securities:

At September 30, 2015, 3M had $1.8 billion of castsh equivalents and marketable securities, ofwpproximately
$1.7 billion was held by the Company’s foreign sdiasies and approximately $130 million was heldthbg United
States. Of the $1.7 billion held internationallySUdollar-based cash, cash equivalents and matketacurities totaled
$480 million, or 29 percent, which was investednioney market funds, asset-backed securities, agamyities,
corporate debt securities and other high-qualitgdiincome securities. At December 31, 2014, czesth equivalents
and marketable securities held by the Company&idarsubsidiaries and by the United States totapgoximately
$3.3 billion and less than $100 million, respedsive
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Total debt:

The Company’s total debt was $4.4 billion higheBaptember 30, 2015 when compared to Decembei034, %ith
the increase primarily due to May 2015 and Aug@dt®2debt issuances (approximately $3.4 billiongdudition to
commercial paper issuances ($800 million). The I2@Y5 debt issuances had an aggregated principalr@rad1.750
billion Euros, or approximately $1.9 billion atissice date exchange rates. The August 2015 debhnisss had an
aggregated principal amount of $1.5 billion (dedsuiances are discussed further in Note 7). Thegilr@f 3M’s capital
structure and significant ongoing cash flows prev@M proven access to capital markets. Addition&M has chosen
to stagger its maturity profile to help ensuremnaficing needs in any given year are reasonablepogion to the total
portfolio. The Company has an AA- credit ratingtiwa stable outlook, from Standard & Poor’s andhaB credit
rating, with a negative outlook, from Moody’s Int@s Service. The Company’s ongoing transition tocxe optimized
capital structure, financed with additional low-tdsbt, could impact 3M’s credit rating in the fregu

Effective May 16, 2014, the Company updated itslAkivown seasoned issuer” shelf registration statetywhich
registers an indeterminate amount of debt or ecquatyrities for future sales. This replaced 3M&vus shelf
registration dated August 5, 2011. In June 2014pmection with the May 16, 2014 shelf registnati8M re-
commenced its medium-term notes program (Seriem@@r which 3M may issue, from time to time, u$obillion
aggregate principal amount of notes. As of Septer@0e2015, the total amount of debt issued asqfdhite medium-
term note program (Series F), inclusive of dehigssin 2011 and 2012, plus the 2014 and 2015 $SEréebt
referenced below, is approximately $8.17 billiotilizing the foreign exchange rate applicable &ttime of issuance
for the Euro denominated debt).

Significant long-term debt activity in 2015 is sumized below:

e In May 2015, 3M issued 650 million Euros aggregatacipal amount of five-year floating rate meditgnm
notes due 2020 with an interest rate based orasirfipthree-month EURIBOR index, 600 million Euros
aggregate principal amount of eight-year fixed ratslium-term notes due 2023 with a coupon rate35%,
and 500 million Euros aggregate principal amourftftdfen-year fixed rate medium-term notes due 2086 a
coupon rate of 1.75%. These debt issuances weretfre medium-term notes program (Series F).

* In August 2015, 3M issued $450 million aggregaiagypal amount of three-year fixed rate medium-term
notes due 2018 with a coupon rate of 1.375%, $50maggregate principal amount of five-year fikeate
medium-term notes due 2020 with a coupon rate@#2and $550 million aggregate principal amount @f
year fixed rate medium-term notes due 2025 witbwpon rate of 3.0%. Upon debt issuance, the Company
entered into two interest rate swaps; the firstveoted the entire $450 million three-year fixecerabte, and
the second converted $300 million of the five-yidaed rate note to an interest rate based on gifigahree-
month LIBOR index. These debt issuances were flmmiedium-term notes program (Series F).

Significant long-term debt activity in 2014 is summized below:

* InJune 2014, 3M issued $625 million aggregateqiead amount of five-year fixed-rate medium-termemo
due 2019 with a coupon rate of 1.625%. Upon dedpiaisce, the Company entered into an interest nap ®
convert $600 million of this amount to an intenegte based on a floating LIBOR index (Series F).

* In addition, in June 2014, 3M issued $325 milliggeegate principal amount of thirty-year fixed-ratedium-
term notes due 2044 with a coupon rate of 3.87586¢S F).

* InJuly 2014, 3M repaid 1.025 billion Euros (pripal amount) of maturing Eurobond notes.

e In November 2014, the Company issued 500 millioroEw@ggregate principal amount of four-year flogtin
rate medium-term notes due 2018 with interest baseagl floating EURIBOR index (Series F).

e Also, in November 2014, the Company issued a 73omiEuros aggregate principal amount of 12-yéeed
rate medium-term notes due 2026 with a couponafate5% (Series F).

In August 2014, 3M amended and extended the egi$tin5 billion five-year multi-currency revolvingedit agreement
to a $2.25 billion five-year multi-currency revahg credit agreement, with an expiration date of #ai®019. This
credit agreement includes a provision under whighn@ay request an increase of up to $2.25 billioimding the total
facility up to $4.5 billion (at the lenders’ distien). This facility was undrawn at September 3012 Under the $2.25
billion credit agreement, the Company is requiedhiintain its EBITDA to Interest Ratio as of theleof each fiscal
quarter at not less than 3.0 to 1. This is caledlgas defined in the agreement) as the ratio ndaalated total
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EBITDA for the four consecutive quarters then entietbtal interest expense on all funded debtHergame period. At
September 30, 2015, this ratio was approximatel§o€R Debt covenants do not restrict the paymédtwidends.

In December 2012, 3M entered into a three-year @l®omBritish Pound (approximately $106 million $&d on
agreement date exchange rates) committed credieagmt, which was fully drawn as of December 31226M
repaid 36 million British Pounds in the first quearbf 2014, with the remaining balance of 30 millBritish Pounds
repaid in December 2014. Apart from the commitgedlities, $221 million in stand-alone letters oédit and $23
million in bank guarantees were also issued anstanting at September 30, 2015. These lines oft@e=dutilized in
connection with normal business activities.

Balance Shest:

3M'’s strong balance sheet and liquidity provide @@npany with significant flexibility to take adviage of investment
opportunities going forward. The Company will coni to invest in its operations to drive both oigamowth and
acquisition opportunities.

Various assets and liabilities, including cash sinort-term debt, can fluctuate significantly froramth to month
depending on short-term liquidity needs. Workinpita (defined as current assets minus currentliliigs) totaled
$4.576 billion at September 30, 2015, compared $&1767 billion at December 31, 2014, a decrea$d df91 billion.
Current asset balance changes decreased workirigldap$157 million, driven by decreases in casish equivalents,
and current marketable securities, which were alrtoffset by increases in accounts receivableahdr current
assets. Current liability balance changes decreaseking capital by $1.034 billion, largely dueitwreases in short-
term debt, partially offset by decreases in otherent liabilities, accrued income taxes, and antopayable. The other
current liability decrease largely related to tivadind that was declared in December 2014, bupadat until

March 2015 (discussed in Note 4).

The Company uses various working capital meashegglace emphasis and focus on certain workingalassets and
liabilities. These measures are not defined und8r generally accepted accounting principles ang moabe computed
the same as similarly titted measures used by atbrmpanies. One of the primary working capital rueas 3M uses is
a combined index, which includes accounts rece&/déblzentories and accounts payable. This combimdek (defined
as current quarter net sales multiplied by fouriddid by ending net accounts receivable plus irorées less accounts
payable) was 4.6 at September 30, 2015 compared @t December 31, 2014. Receivables increase? ®dlion, or
8.8 percent, compared with December 31, 2014, guisitons added $103 million. In addition, higlgeptember 2015
sales compared to December 2014 sales contribaitibistincrease. Currency translation impacts desze accounts
receivable by $209 million. Inventories increas&ddillion compared with December 31, 2014. Curremmapslation
decreased inventories by $233 million, which watigity offset by acquisitions which added $103lmil. Accounts
payable decreased $207 million when compared wabenber 31, 2014, with $65 million of the decreatated to
currency translation and the balance primarilytegldo changes in business activity.

Cash Flows:

Cash flows from operating, investing and financaogjvities are provided in the tables that folldadividual amounts
in the Consolidated Statement of Cash Flows exdiideffects of acquisitions, divestitures and excje rate impacts
on cash and cash equivalents, which are presestseparate line items within the statement of fiasts. Thus, the
amounts presented in the following operating, itimgsand financing activities tables reflect chamgebalances from
period to period adjusted for these effects.
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Cash Flows from Operating Activities:

Nine months ended

September 30,

(Millions) 2015 2014
Net income including noncontrolling inter $ 3,802 $ 3,819
Depreciation and amortization 1,038 1,058
Company pension contributions (213 (207
Company postretirement contributions 3) (5)
Company pension expense 319 232
Company postretirement expense 99 61
Stock-based compensation expense 233 221
Income taxes (deferred and accrued income taxes) (195 (25)
Excess tax benefits from stock-based compensation (137, (121
Accounts receivable (478 (587)
Inventories (139 (232
Accounts payable (112 55
Other — net (132 74

Net cash provided by operating activities $ 4,082 $ 4,443

Cash flows from operating activities can fluctusitgnificantly from period to period, as pensiondimg decisions, tax
timing differences and other items can significaittipact cash flows.

In the first nine months of 2015, cash flows pr@ddy operating activities decreased $361 milliompared to the
same period last year, with this decline driverhigher cash taxes and higher pension contributibhe.combination

of accounts receivable, inventories and accountalga increased working capital by $729 milliorttie first nine
months of 2015, compared to increases of $764anilli the first nine months of 2014, primarily drivby year-on-
year increases in working capital requirementstduacreasing sales. Additional discussion on wagltapital changes
is provided earlier in the “Financial Condition alnduidity” section.

Free Cash Flow (non-GAAP measure):

In addition to net cash provided by operating &iitig, the Company believes free cash flow and ¢eesh flow
conversion are useful measures of performance. $# these measures as an indication of the streftita Company
and its ability to generate cash. Free cash flodvfege cash flow conversion are not defined und&:. denerally
accepted accounting principles (GAAP). Therefdneytshould not be considered a substitute for ircontash flow
data prepared in accordance with U.S. GAAP and maaype comparable to similarly titted measures usedther
companies. 3M defines free cash flow as net casViged by operating activities less purchases operty, plant and
equipment (which is classified as an investingvgii. It should not be inferred that the entiredrcash flow amount is
available for discretionary expenditures. 3M dedifree cash flow conversion as free cash flow @igily net income
attributable to 3M. Below find a recap of free célskw for the nine months ended September 30, 201b2014.

Nine months ended
September 30,

(Millions) 2015 2014

Net cash provided by operating activi $ 4,082 $ 4,443
Purchases of property, plant and equipment (PP&E) (1,015) (1,003)
Free Cash Flow $ 3,067 $ 3,440
Free Cash Flow Conversion 81% 91%
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Cash Flows from Investing Activities:

Nine months ended

September 30,

(Millions) 2015 2014
Purchases of property, plant and equipment (PP&E) $ (1,015 $ (1,003
Proceeds from sale of PP&E and other assets 17 116
Acquisitions, net of cash acquired (2,910 (94
Purchases and proceeds from maturities and sataddetable

securities and investments, net 1,256 383
Proceeds from sale of businesses 19 —
Other investing activities 22 20
Net cash used in investing activi $ (2,611 $ (578

Capital spending was $1.015 billion in the first@imonths of 2015, compared to $1.003 billion mfilst nine months
of 2014. The Company expects 2015 capital spertdibhg approximately $1.4 billion to $1.5 billion.

Investments in property, plant and equipment engldeith across many diverse markets, helping tat ipesluct
demand and increasing manufacturing efficiency.iBésts in renewal and maintenance programs, wectain to

cost reduction, cycle time, maintaining and rengwdarrent capacity, pollution reduction, and compdie. Costs related
to maintenance, ordinary repairs, and certain dteers are expensed. 3M also invests in new groapacity, both
through expansion of current facilities and by dinig new facilities. 3M also invests in corporabdratory facilities
and information technology (IT).

Refer to Note 2 for information on acquisitions atigestitures. The Company is actively consideadditional
acquisitions, investments and strategic allianaed,from time to time may also divest certain besses. Proceeds
from sale of businesses in the first nine montha0dfs relate to the divestiture of the static carbusiness within the
Electronics and Energy business segment.

Purchases of marketable securities and investragigtproceeds from maturities and sale of marketsdaarities and
investments are primarily attributable to corpoiddbt securities, asset-backed securities, agamyites, and other
securities, which are classified as available-fles3M has assess to sufficient sources of ligyidhicluding
marketable securities, that were used to help thadhird-quarter 2015 acquisitions disclosed ineNa Refer to Note 6
for more details about 3M’s diversified marketaséeurities portfolio. Purchases of investmentsuideladditional
survivor benefit insurance, plus cost method andtginvestments.
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Cash Flowsfrom Financing Activities:

Nine months ended

September 30,

(Millions) 2015 2014
Change in short-term debt — net $ 1,160 $ 1,935
Repayment of debt (maturities greater than 90 days) (793 (1,551)
Proceeds from debt (maturities greater than 90)days 3,420 1,064
Total cash change in debt $ 3,787 $ 1,448
Purchases of treasury stock (4,104 (4,373
Proceeds from issuances of treasury stock pursaanbck option and benefit

plans 518 739
Dividends paid to stockholders (2,933 (1,672
Excess tax benefits from stock-based compensation 137 121
Purchase of noncontrolling interest — (699
Other — net (99) (37)
Net cash used in financing activit $ (1,694 $ (4,473

Total debt at September 30, 2015 was $11.3 billiprirom $6.8 billion at year-end 2014, with therease primarily
due to May 2015 and August 2015 debt issuances,goimmercial paper issuances. Total debt was 4#&peof total
capital (total capital is defined as debt plus Bquit September 30, 2015, compared to 34 perddntal capital at
year-end 2014.

Changes in short-term debt for the nine months @s#gptember 30, 2015 primarily related to commépzper
issuances ($800 million), but also included banidwings by international subsidiaries. Repayméreatt primarily
related to debt assumed (and paid off) as pahefapital Safety acquisition (refer to Note 2pdeeds from debt for
the nine months ended September 30, 2015 printaféyed to the May 2015 issuance of 650 milliondsueggregate
principal amount of five-year floating rate mediderm notes due 2020, 600 million Euros aggregateipal amount
of eight-year fixed rate medium-term notes due 2@28l 500 million Euros aggregate principal amadriifteen-year
fixed rate medium-term notes due 2030, which inahgregate total approximately $1.9 billion at ésslate exchange
rates. In addition, August 2015 issuances inclug#sD million aggregate principal amount of threesyiéxed rate
medium-term notes due 2018, $500 million aggrepateipal amount of five-year fixed rate mediumnatenotes due
2020, and $550 million aggregate principal amodrit®year fixed rate medium-term notes due 2025¢ckvm
aggregate total $1.5 billion (refer to Note 7 fovne detail).

Changes in short-term debt for the nine months @s#ptember 30, 2014 largely related to commepapkr issuances
($1.9 billion), but also included bank borrowingsibternational subsidiaries. Repayment of debttiernine months
ended September 30, 2014 primarily includes repaywiea Eurobond repaid in July 2014 totaling 1.@#8on Euros
(approximately $1.4 billion carrying value), repagmb of 36 million British Pound related to the #gear 66 million
British Pound committed credit facility agreementezed into in December 2012, and repayment ofratiternational
debt. Proceeds from debt for the nine months eSagdember 30, 2014 primarily related to the Jurigtd8suance of
$625 million aggregate principal amount of five-yéa&ed rate medium-term notes due 2019 and $32i&omi
aggregate principal amount of thirty-year fixeceratedium-term notes due 2044. In addition, proc&eds debt for the
nine months ended September 30, 2014 also incladk borrowings by international subsidiaries angpacompany
debt.

Repurchases of common stock are made to suppo@tahgany’s stock-based employee compensation plach$or
other corporate purposes. In February 2014, 3Mar8of Directors authorized the repurchase of upl billion of
3M'’s outstanding common stock, with no pre-estdigitsend date. In the first nine months of 2015Gbmpany
purchased $4.104 billion of stock, compared to $& Billion in the first nine months of 2014. Ther@many expects
full-year 2015 gross share repurchases will béaénrange of $5.0 billion to $5.5 billion. For manéormation, refer to
the table titled “Issuer Purchases of Equity S¢iewiin Part Il, Item 2. The Company does notizgilderivative
instruments linked to the Company’s stock.
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Cash dividends paid to shareholders totaled $1b8B8n in the first nine months of 2015, compateds1.672 billion in
the first nine months of 2014. 3M has paid divideedch year since 1916. In December 2014, 3M’sdBofDirectors
declared a first-quarter 2015 dividend of $1.026gb&re, an increase of 20 percent. This is eqeitab an annual
dividend of $4.10 per share and marked the 57tsenutive year of dividend increases for 3M.

Other cash flows from financing activities may i various other items, such as distributions teates of
noncontrolling interests, changes in cash overdr@tinces, and principal payments for capital kease

CAUTIONARY NOTE CONCERNING FACTORS THAT MAY AFFECT FUTURE RESULTS

This Quarterly Report on Form 10-Q, including “Mageaent’s Discussion and Analysis of Financial Cbadiand
Results of Operations” in Part I, Item 2, contdmsvard-looking statements within the meaning @& Brivate
Securities Litigation Reform Act of 1995. The Companay also make forward-looking statements in otBports
filed with the Securities and Exchange Commissiomaterials delivered to shareholders and in prelssises. In
addition, the Company’s representatives may franetio time make oral forward-looking statements.

Forward-looking statements relate to future evantstypically address the Company’s expected futustness and
financial performance. Words such as “plan,” “exge@im,” “believe,” “project,” “target,” “anticipate,” “intend,”
“estimate,” “will,” “should,” “could,” “forecast” aad other words and terms of similar meaning, tylpradentify such
forward-looking statements. In particular, thesgude, among others, statements relating to

» the Company’s strategy for growth, future reveneeasnings, cash flow, uses of cash and other measdr
financial performance, and market position,

» worldwide economic and capital markets conditiessh as interest rates, foreign currency exchasigs,r
financial conditions of our suppliers and customarsl natural and other disasters affecting theadioas of
the Company or its suppliers and customers,

* new business opportunities, product developmeit fatare performance or results of current or apdited
products,

» the scope, nature or impact of acquisitions, fiatalliances and divestitures,

» the outcome of contingencies, such as legal andatgyy proceedings,

» future levels of indebtedness, common stock re@sges and capital spending,

» future availability of and access to credit markets

» pension and postretirement obligation assumptiodsfature contributions,

e asset impairments,

» tax liabilities,

» information technology security, and

» the effects of changes in tax, environmental ahérdtws and regulations in the many countrieshiciv3M
operates.

” . ” ow

”ow

The Company assumes no obligation to update oseeuiy forward-looking statements.

Forward-looking statements are based on certaimgssons and expectations of future events andigémat are
subject to risks and uncertainties. Actual futwsults and trends may differ materially from higtak results or those
reflected in any such forward-looking statementsetieling on a variety of factors. Important inforioatas to these
factors can be found in this document, includingpag others, “Management’s Discussion and Analy&isnancial
Condition and Results of Operations” under the hegdof “Overview,” “Financial Condition and Liqutgt” and
annually in “Critical Accounting Estimates.” Dis@ien of these factors is incorporated by referdraom Part 11, Iltem
1A, “Risk Factors,” of this document, and shouldcbesidered an integral part of Part I, Item 2, Hdgement's
Discussion and Analysis of Financial Condition &ebults of Operations.” For additional informatmmcerning
factors that may cause actual results to vary nadiiefrom those stated in the forward-looking staents, see our
reports on Form 10-K, 10-Q and 8-K filed with tHEGfrom time to time.

71



Item 3. Quantitative and Qualitative Disclosures Alput Market Risk.

In the context of Item 3, 3M is exposed to marksit due to the risk of loss arising from adversanges in foreign
currency exchange rates, interest rates and contyrquriies. Changes in those factors could impaetQbmpany’s
results of operations and financial condition. &aliscussion of sensitivity analysis related tséhiypes of market
risks, refer to Part Il, Iltem 7A, Quantitative aQdalitative Disclosures About Market Risk, in 3N2814 Annual
Report on Form 10-K. There have been no materehgés in information that would have been providettie context
of Item 3 from the end of the preceding year uséiptember 30, 2015. However, the Company doesgeaisk
management discussion in various places in thigt&uya Report on Form 10-Q, primarily in the Detlives note.

Item 4. Controls and Procedures.

a. The Company carried out an evaluation, undestipervision and with the participation of its mg@aent, including
the Chief Executive Officer and Chief Financial ioéfr, of the effectiveness of the design and opmratf the
Company’s “disclosure controls and procedures’d@med in the Exchange Act Rule 13a-15(e)) asefand of the
period covered by this report. Based upon thatuatin, the Chief Executive Officer and Chief Fin@h Officer
concluded that the Company’s disclosure controts@ncedures are effective.

b. There was no change in the Company’s internatrabover financial reporting that occurred durihg Company’s
most recently completed fiscal quarter that hasenaty affected, or is reasonably likely to maddisi affect, the
Company’s internal control over financial reporting

The Company is implementing an enterprise resopla@ning (“ERP”) system on a worldwide basis, whielkexpected
to improve the efficiency of certain financial aredated transaction processes. The gradual impletien is expected
to occur in phases over the next several yearsimpiementation of a worldwide ERP system will likaffect the
processes that constitute our internal control éimancial reporting and will require testing fdfectiveness.

The Company completed implementation with respeeléments of certain processes/sub-processeamnitedi
subsidiaries/locations and will continue to rolt e ERP system over the next several years. Asamy new
information technology application, this applicati@long with the internal controls over finanaigborting included in
this process, was appropriately considered withéntésting for effectiveness with respect to thelémentation in these
instances. The Company concluded, as part of #&kiation described in the above paragraphs, teattplementation
of the ERP system in these circumstances has rtetially affected the Company’s internal controko¥inancial
reporting.
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3M COMPANY
FORM 10-Q
For the Quarterly Period Ended September 30, 2015
PART Il. Other Information

Iltem 1. Legal Proceedings.

Discussion of legal matters is incorporated byrexiee from Part |, Item 1, Note 11, “Commitmentd &wontingencies”
of this document, and should be considered anralk@grt of Part Il, ltem 1, “Legal Proceedings.”

Item 1A. Risk Factors.

Provided below is a cautionary discussion of whatbelieve to be the most important risk factordiapple to the
Company. Discussion of these factors is incorpdrhtereference into and considered an integralgfdpart I, ltem 2,
“Management’s Discussion and Analysis of Finan€iahditions and Results of Operations.”

* Results are impacted by the effects of, and ceamg, worldwide economic and capital markets coowls. The
Company operates in more than 70 countries angeteaipproximately two-thirds of its revenues froutsae the
United States. The Company’s business is subjegibtzal competition and may be adversely affecteéhbtors in the
United States and other countries that are beyisrmbntrol, such as disruptions in financial masketonomic
downturns in the form of either contained or widesg recessionary conditions, elevated unemployiegalts,

sluggish or uneven recovery, in specific countaeszgions, or in the various industries in whiobh Company operates;
social, political or labor conditions in specifiountries or regions; natural and other disastdextifig the operations of
the Company or its customers and suppliers; orraévehanges in the availability and cost of capitéérest rates, tax
rates, or regulations in the jurisdictions in whibk Company operates.

* The Company’s credit ratings are important to 3Wost of capitalThe major rating agencies routinely evaluate the
Company’s credit profile and assign debt rating8b The Company has an AA- credit rating, withtabte outlook,
from Standard & Poor’s and an Aa3 credit ratinghva negative outlook, from Moody’s Investors SeeviThis
evaluation is based on a number of factors, whiclutle financial strength, business and finanésil, ms well as
transparency with rating agencies and timelinegsahcial reporting. The Company’s current ratihgse served to
lower 3M’s borrowing costs and facilitate accesa t@riety of lenders. The Company’s ongoing tr#msito a more
optimized capital structure, financed with addiiblow-cost debt, could impact 3M’s credit ratimgthe future. Failure
to maintain strong investment grade ratings wodleasely affect the Company’s cost of funds andctadversely
affect liquidity and access to capital markets.

* The Company’s results are affected by compet@omditions and customer preferencBemand for the Company’s
products, which impacts revenue and profit margsaffected by (i) the development and timingted tntroduction of
competitive products; (ii) the Company’s resporesddwnward pricing to stay competitive; (iii) chasgn customer
order patterns, such as changes in the levelssefitory maintained by customers and the timingust@amer purchases
which may be affected by announced price changms)ges in the Company’s incentive programs, octistomer’s
ability to achieve incentive goals; and (iv) chamgecustomers’ preferences for our products, ulicly the success of
products offered by our competitors, and changesistomer designs for their products that can affecdemand for
some of the Company’s products.

* Foreign currency exchange rates and fluctuationthose rates may affect the Company’s abilitsetaize projected
growth rates in its sales and earnin@ecause the Company’s financial statements arendi@ated in U.S. dollars and
approximately two-thirds of the Company’s revenaesderived from outside the United States, the @amy's results
of operations and its ability to realize projectgdwth rates in sales and earnings could be adyeaaffected if the U.S.
dollar strengthens significantly against foreigmrencies.

* The Company’s growth objectives are largely defmar on the timing and market acceptance of its prauct

offerings, including its ability to continually rew its pipeline of new products and to bring thpseducts to market.
This ability may be adversely affected by difficedt or delays in product development, such asngility to identify
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viable new products, obtain adequate intellectuaperty protection, or gain market acceptance of ppducts. There
are no guarantees that new products will proveetodimmercially successful.

* The Company'’s future results are subject to flations in the costs and availability of purchasednponents,
compounds, raw materials and energy, includingaail natural gas and their derivatives, due to shgets, increased
demand, supply interruptions, currency exchandesrigatural disasters and other factofsie Company depends on
various components, compounds, raw materials, aadyg (including oil and natural gas and their dtives) supplied
by others for the manufacturing of its productss possible that any of its supplier relationstdipsld be interrupted
due to natural and other disasters and other evemi® terminated in the future. Any sustainedriniption in the
Company’s receipt of adequate supplies could havatarial adverse effect on the Company. In addlitichile the
Company has a process to minimize volatility in poment and material pricing, no assurance canyangdhat the
Company will be able to successfully manage piigetdiations or that future price fluctuations ooghges will not
have a material adverse effect on the Company.

* Acquisitions, strategic alliances, divestiturasd other unusual events resulting from portfolianagement actions
and other evolving business strategies, and passitganizational restructuring could affect futuesults.The
Company monitors its business portfolio and orgatiinal structure and has made and may continugate
acquisitions, strategic alliances, divestitures emahges to its organizational structure. With eespo acquisitions,
future results will be affected by the Company’gigbto integrate acquired businesses quickly abthin the
anticipated synergies.

* The Company’s future results may be affectedaéf@ompany generates fewer productivity improvesnitiain
estimatedThe Company utilizes various tools, such as Laarsfma, to improve operational efficiency and
productivity. There can be no assurance that @ahefrojected productivity improvements will balized.

* The Company employs information technology systensupport its business, including ongoing phased
implementation of an enterprise resource planniBRP) system on a worldwide basis over the nextaleyears.
Security breaches and other disruptions to the Gaomgjs information technology infrastructure coufddrfere with the
Company'’s operations, compromise information bellogdo the Company and its customers and supplérd,expose
the Company to liability which could adversely iraphe Company’s business and reputatiorthe ordinary course of
business, the Company relies on information tedawhetworks and systems, some of which are managéuird
parties, to process, transmit and store electiofdcmation, and to manage or support a varietygusfiness processes
and activities. Additionally, the Company colleatsd stores certain data, including proprietaryess information,
and may have access to confidential or personatrimdtion in certain of our businesses that is sutigeprivacy and
security laws, regulations and customer-imposedrots Despite our cybersecurity measures (inclg@imployee and
third-party training, monitoring of networks andstgms, and maintenance of backup and protectiterag} which are
continuously reviewed and upgraded, the Compamytsination technology networks and infrastructusmyrstill be
vulnerable to damage, disruptions or shutdownstoagtack by hackers or breaches, employee ernoatfeasance,
power outages, computer viruses, telecommunicatianility failures, systems failures, natural ditas or other
catastrophic events. It is possible for such vidh#ities to remain undetected for an extendedogep to and
including several years. While we have experienaed,expect to continue to experience, these typtseats to the
Company’s information technology networks and isfracture, none of them to date has had a matesct to the
Company. There may be other challenges and riskeaSompany upgrades and standardizes its ER€nsyst a
worldwide basis. Any such events could result galeclaims or proceedings, liability or penaltieslar privacy laws,
disruption in operations, and damage to the Comipaeputation, which could adversely affect the @amy’s
business. Although the Company maintains insurangerage for various cybersecurity risks, therelmano guarantee
that all costs or losses incurred will be fullyunsd.

* The Company’s future results may be affectedanipus legal and regulatory proceedings and legainpliance risks,
including those involving product liability, antitst, intellectual property, environmental, the UeBreign Corrupt
Practices Act and other anti-bribery, anti-corrupti, or other mattersThe outcome of these legal proceedings may
differ from the Company’s expectations becausetiteomes of litigation, including regulatory masieare often
difficult to reliably predict. Various factors oedelopments can lead the Company to change cwestintates of
liabilities and related insurance receivables wiagglicable, or make such estimates for mattengquely not
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susceptible of reasonable estimates, such as ificagh judicial ruling or judgment, a significaséttlement, significant
regulatory developments or changes in applicable Aafuture adverse ruling, settlement or unfavéeatevelopment
could result in future charges that could have tena adverse effect on the Company’s resultspafrations or cash
flows in any particular period. For a more detaitéscussion of the legal proceedings involving@wnpany and the
associated accounting estimates, see the discuadidote 11 “Commitments and Contingencies” wittlie Notes to
Consolidated Financial Statements.

Iltem 2. Unregistered Sales of Equity Securities andse of Proceeds.

Issuer Purchases of Equity Securities

Repurchases of 3M common stock are made to sugfo@ompany’s stock-based employee compensatios plad
for other corporate purposes. In February 2014 s3B8ard of Directors authorized the repurchasepdbus12 billion
of 3M’s outstanding common stock, with no pre-eksaled end date.

Issuer Purchases of Equity
Securities (registered pursuant to
Section 12 of the Exchange Act)

Maximum
Approximate
Dollar Value of
Total Number of  Shares that May
Shares Purchased Yet Be Purchased
Total Number of  Average Price as Part of Publicly  under the Plans

Shares Purchased Paid per Announced Plans or Programs

Period (2) Share or Programs (2) (Millions)
January 1-31, 2015 1,628,42C $ 161.61 1,628,42C $ 6,440
February 1-28, 2015 1,451,986 166.64 1,449,538 $ 6,198
March 1-31, 2015 2,001,351 $ 164.58 2,000,84¢ $ 5,869
Total January 1-March 31, 2015 5,081,758 164.22 5,078,806 $ 5,869
April 1-30, 2015 2,937,142 $ 160.60 2,934,72¢ $ 5,398
May 1-31, 2015 3,966,294%  160.30 3,966,100 $ 4,762
June 1-30, 2015 4,294,763 $ 157.50 4,294,765 $ 4,085
Total April 1-June 30, 2015 11,198,206 159.30 11,195,589 $ 4,085
July 1-31, 2015 4,943,483 $ 154.28 4,943,48% $ 3,323
August 1-31, 2015 2,428,004 144.75 2,428,004 $ 2,971
September 1-30, 2015 2,371,046 $ 140.13 2,369,922 $ 2,639
Total July 1-September 30, 2015 9,742,538 148.46 9,741,409 $ 2,639
Total January 1-September 30, 2015 26,022,49C $ 156.20 26,015,80¢ $ 2,639

(1) The total number of shares purchased includeshéjes purchased under the Board’s authorizatiessithed
above, and (ii) shares purchased in connectiontétexercise of stock options.

(2) The total number of shares purchased as part dichuannounced plans or programs includes shaneshased
under the Board'’s authorizations described above.
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Item 3. Defaults Upon Senior Securities— No matters require disclosure.

Item 4. Mine Safety DisclosuresPursuant to Section 1503 of the Dodd-Frank Wa#&tReform and Consumer
Protection Act (the “Act”), the Company is requireddisclose, in connection with the mines it opesainformation
concerning mine safety violations or other regulatoatters in its periodic reports filed with thEG. The information
concerning mine safety violations or other regulatoatters required by Section 1503(a) of the Adhtluded in
Exhibit 95 to this quarterly report.

Item 5. Other Information. — No matters require disclosure.

Iltem 6. Exhibits.

Exhibits. These exhibits are either incorporateddsgrence into this report or filed herewith wikfis report.
Exhibit numbers 10.1 through 10.32 are managen@mitacts or compensatory plans or arrangements.
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Index to Exhibits:

(3) Articles of Incorporation and bylaws

(3.1) Certificate of incorporation, as amendedfadlay 11, 2007, is incorporated by reference fiaum
Form 8-K dated May 14, 2007.

(3.2) Bylaws, as amended as of February 10, 28@9incorporated by reference from our Form 8-kedat
February 12, 2009.

(4) Instruments defining the rights of securitydes, including indentures:

(4.1) Indenture, dated as of November 17, 200@yden 3M and The Bank of New York Mellon Trust
Company, N.A., as successor trustee, with respeditits senior debt securities, is incorporated by
reference from our Form 8-K dated December 7, 2000.

(4.2)  First Supplemental Indenture, dated as lyf2®, 2011, to Indenture dated as of November2000,
between 3M and The Bank of New York Mellon Trusin@any, N.A., as successor trustee, with respect
to 3M’s senior debt securities, is incorporateddfgrence from our Form 10-Q for the quarter ended
June 30, 2011.

(10) Material contracts and management compenspl#oms and arrangements:

(10.1) 3M 2008 Long-Term Incentive Plan (includemgendments through February 2012) is incorpoitayed
reference from our Proxy Statement for the 2012uahiMeeting of Stockholders.

(10.2) Amendment of the 3M 2008 Long-Term InceatRlan is incorporated by reference from our Fo@akK1
for the year ended December 31, 2013.

(10.3) Form of Agreement for Stock Option Grawt&kecutive Officers under 3M 2008 Long-Term Inent
Plan is incorporated by reference from our Form 8ated May 13, 2008.

(10.4) Form of Stock Option Agreement for optigmanted to Executive Officers under the 3M 2008d-on
Term Incentive Plan, commencing February 9, 204 thdorporated by reference from our FormKLér
the year ended December 31, 2009.

(10.5) Form of Restricted Stock Unit Agreementriestricted stock units granted to Executive Oficender
the 3M Long-Term Incentive Plan, effective Febru@yp010, is incorporated by reference from our
Form 10-K for the year ended December 31, 2009.

(10.6) Form of 3M 2010 Performance Share Awarcdeuride 3M 2008 Long-Term Incentive Plan is
incorporated by reference from our Form 8-K dateardit 4, 2010.

(10.7) Form of Stock Option Agreement for U.S. Bogpes under 3M 2008 Long-Term Incentive Plan is
incorporated by reference from our Form 10-K fa ytlear ended December 31, 2008.

(10.8) Form of Restricted Stock Unit Agreemento&. Employees under 3M 2008 Long-Term Incentilaan P
is incorporated by reference from our Form 10-Ktfar year ended December 31, 2008.

(10.9) Amendment of the 3M 2005 Management Stosk€&ship Program and the 3M 2008 Long-term
Incentive Plan — transfer of stock options to formgouses, is incorporated by reference from our
Form 10-K for the year ended December 31, 2010.

(10.10) 3M 2005 Management Stock Ownership Prodsancorporated by reference from our Proxy Statieim
for the 2005 Annual Meeting of Stockholders.

(10.11) Amendments of 3M 2005 Management Stock @slrip Program is incorporated by reference from ou
Form 8-K dated November 14, 2008.

(10.12) Form of award agreement for non-qualifigztk options granted under the 2005 ManagemekSto
Ownership Program, is incorporated by referencenfooir Form 8-K dated May 16, 2005.

(10.13) 3M VIP Excess Plan is incorporated bynafee from our Form 8-K dated November 14, 2008.

(10.14) Amendment of 3M VIP Excess Plan is incoaped by reference from our Form 8-K dated Novenaider
2009.

(10.15) 3M VIP (Voluntary Investment Plan) Plusnisorporated by reference from Registration Statetm
No. 333-73192 on Form S-8, filed on November 13, 2001.

(10.16) Amendment of 3M VIP Plus is incorporatgd-&ference from our Form 8-K dated November 1080

(10.17) 3M Deferred Compensation Plan, as ametidedgh February 2008, is incorporated by referdroma
our Form 8-K dated February 14, 2008.
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(10.18) Amendment of 3M Deferred Compensation Bancorporated by reference from our Form 8-Kedat
Novembe 14, 2008.

(10.19) 3M Deferred Compensation Excess Plancarporated by reference from our Form 10-K forykar
ended December 31, 2009.

(10.20) 3M Performance Awards Deferred Compensaian is incorporated by reference from our FofaK1
for the year ended December 31, 2009.

(10.21) 3M Executive Annual Incentive Plan is irparated by reference from our Form 8-K dated Méy 1
2007.

(10.22) Description of changes to 3M Compensditam for Non-Employee Directors is incorporated by
reference from our Form 8-K dated August 8, 2005.

(10.23) 3M Compensation Plan for Non-Employee &wes, as amended, through November 8, 2004, is
incorporated by reference from our Form 10-K far ytlear ended December 31, 2004.

(10.24) Amendment of 3M Compensation Plan for Nwnployee Directors is incorporated by referencenfro
our Form 8-K dated November 14, 2008.

(10.25) Amendment of 3M Compensation Plan for Nanployee Directors as of August 12, 2013, is
incorporated by reference from our Form 10-Q fer dnarter ended September 30, 2013.

(10.26) 3M Executive Life Insurance Plan, as ameeinds incorporated by reference from our Form lidkihe
year ended Decemt 31, 2003.

(10.27) Summary of Personal Financial PlanninyiSes for 3M Executives is incorporated by refeeefrom
our Form 10-K for the year ended December 31, 2003.

(10.28) 3M policy on reimbursement of incentive/pants is incorporated by reference from our FobakKIfor
the year ended December 31, 2006.

(10.29) Amended and Restated 3M Nonqualified R@nBian | is incorporated by reference from oumir8rK
dated December 23, 2008.

(10.30) Amended and Restated 3M Nonqualified Re&nBian Il is incorporated by reference from ourmr@-K
dated December 23, 2008.

(10.31) 3M Nongqualified Pension Plan Il is incorpted by reference from our Form 8-K dated Novanide
2008.

(10.32) Policy on Reimbursement of Incentive Congagion (effective May 11, 2010) is incorporated by
reference from our Form 10-Q dated August 4, 2010.

(10.33) Amended and restated five-year creditegent as of August 5, 2014, is incorporated byregiee from
our Form 8-K dated August 8, 2014.

(10.34) Registration Rights Agreement as of Augyg009, between 3M Company and State Street Badk
Trust Company as Independent Fiduciary of the 3\plegee Retirement Income Plan, is incorporated
by reference from our Form 8-K dated August 5, 2009
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Filed herewith, in addition to items, if any, sdexlly identified above:

(12)
(15)

(31.1)
(31.2)
(32.1)
(32.2)

(95)
(101)

Calculation of ratio of earnings to fixed ofpes.

A letter from the Company'’s independent resgisd public accounting firm regarding unaudite@iim
consolidated financial statements.

Certification of the Chief Executive Offiggursuant to Section 302 of the Sarbanes-OxleyofA2002,
18 U.S.C. Section 1350.

Certification of the Chief Financial Officpursuant to Section 302 of the Sarba®esey Act of 2002, 1
U.S.C. Section 1350.

Certification of the Chief Executive Offiggursuant to Section 906 of the Sarbanes-OxleyofA2002,
18 U.S.C. Section 1350.

Certification of the Chief Financial Officpursuant to Section 906 of the Sarba@etey Act of 2002, 1
U.S.C. Section 1350.

Mine Safety Disclosures.

The following financial information from 3Kompany’s Quarterly Report on Form 10-Q for thaqukr
ended September 30, 2015, filed with the SEC owli&et29, 2015, formatted in Extensible Business
Reporting Language (XBRL): (i) the Consolidatedt&taent of Income for the three-month and nine-
month periods ended September 30, 2015 and 20{thgiConsolidated Statement of Comprehensive
Income for the three-month and nine-month perigdied September 30, 2015 and 2014 (iii) the
Consolidated Balance Sheet at September 30, 2@l Bacember 31, 2014, (iv) the Consolidated
Statement of Cash Flows for the nine-month per@uted September 30, 2015 and 2014, and (v) Notes
to Consolidated Financial Statements.

79



SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly caussddiport to be
signed on its behalf by the undersigned, thereduatp authorized.

3M COMPANY
(Registrant)

Date: October 29, 2015

By /s/ Nicholas C. Gangestad
Nicholas C. Gangestad,

Senior Vice President and Chief Financial Officer
(Mr. Gangestad is the Principal Financial Officaddas
been duly authorized to sign on behalf of the Reayis.)
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EXHIBIT 12

3M COMPANY AND SUBSIDIARIES
CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES

EARNINGS
Income before income taxes
Add:

Interest expense (including amortization of
capitalized interest)

Portion of rent under operating leases
representative of the interest component

Less:
Equity in undistributed income of 20-50%
owned companies

TOTAL EARNINGS AVAILABLE FOR
FIXED CHARGES

FIXED CHARGES

Interest on debt (including capitalized interest)

Portion of rent under operating leases
representative of the interest component

TOTAL FIXED CHARGES

RATIO OF EARNINGS TO FIXED CHARGES

(Millions)

Nine months
ended

September30.

2015

Year Year Year Year Year
2014 2013 2012 2011 2010

$ 5360 $ 7,026 $ 6,562 $ 6,351 $ 6,031 $ 5,755

121 164 166 191 206 220
75 104 103 92 85 81
3 (1) (1) 3 4 4

$ 5553 $ 7,295 $ 6,832 $ 6,631 $ 6,318 $ 6,052

114

75

$ 189

159 166 194 206 218

104 103 92 85 81

$ 263 % 269 % 286 $ 291 $ 299

29.4

81

27.7 254 23.2 21.7 20.2



EXHIBIT 15

October 29, 2015

Securities and Exchange Commission
100 F Street, N.E.
Washington, DC 20549

Commissioners:

We are aware that our report dated October 29, 8@ldur review of interim financial information 8M Company and
its subsidiaries for the three and nine month gisriended September 30, 2015 and 2014 and incladéd Company’s
quarterly report on Form 10-Q for the quarter enfledtember 30, 2015 is incorporated by referends Registration
Statements on Form S-8 (Registration Nos. 333-3088%-30691, 333-44760, 333-73192, 333-101727,138351,

333-109282, 333-128251, 333-130150, 333-151039,158826, 333-156627, 333-166908, 333-174562, 33249,
and 333-181270) and Form S-3 (Registration NosA&B9, 333-42660, 333-109211, and 333-196003).

Very truly yours,

/sl PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
Minneapolis, Minnesota
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EXHIBIT 31.1

SARBANES-OXLEY SECTION 302 CERTIFICATION

I, Inge G. Thulin, certify that:

1.

2.

| have reviewed this quarterly report on Form 16§@M Company;

Based on my knowledge, this report does not comajnuntrue statement of a material fact or omgdtéde a
material fact necessary to make the statements,rimalight of the circumstances under which sucteshents
were made, not misleading with respect to the pecmvered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial ool results of operations and cash flows of Registrant as
of, and for, the periods presented in this report;

The Registrant’s other certifying officer and | aesponsible for establishing and maintaining disate
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actddul 3a-15(f) and 15d-15(f)) for the Registrant hade:

(@)

(b)

()

(d)

Designed such disclosure controls and proceduresgused such disclosure controls and procedures
to be designed under our supervision, to ensutentbgerial information relating to the Registrant,
including its consolidated subsidiaries, is madevim to us by others within those entities, paraciyl
during the period in which this report is beinggaeed;

Designed such internal control over financial réipgr, or caused such internal control over finahcia
reporting to be designed under our supervisiopybwide reasonable assurance regarding the
reliability of financial reporting and the prepacet of financial statements for external purposes i
accordance with generally accepted accounting iptes;

Evaluated the effectiveness of the Registrant’'sldssire controls and procedures and presentedsin th
report our conclusions about the effectivenessi®fdisclosure controls and procedures, as of te en
of the period covered by this report based on swetuation; and

Disclosed in this report any change in the Regissanternal control over financial reporting that
occurred during the Registrant’s most recent fiscarter (the Registrant’s fourth fiscal quartethia
case of an annual report) that has materially tffte@r is reasonably likely to materially affettte
Registrant’s internal control over financial refogt and

5. The Registrant’s other certifying officer and | kadisclosed, based on our most recent evaluationterhal
control over financial reporting, to the Registtamtuditors and the audit committee of the Regmtsaboard
of directors (or persons performing the equivafanttions):

(@)

All significant deficiencies and material weaknessethe design or operation of internal contratiov
financial reporting which are reasonably likelyatdversely affect the Registrant’s ability to regord
process, summarize and report financial informatéor

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a

significant role in the Registrant’s internal catover financial reporting.

/sl Inge G. Thulin

Inge G. Thulin
Chief Executive Officer

October 29, 2015
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EXHIBIT 31.2

SARBANES-OXLEY SECTION 302 CERTIFICATION

I, Nicholas C. Gangestad, certify that:

1.

2.

| have reviewed this quarterly report on Form 16§@M Company;

Based on my knowledge, this report does not comajnuntrue statement of a material fact or omgdtéde a
material fact necessary to make the statements,rimalight of the circumstances under which sucteshents
were made, not misleading with respect to the pecmvered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial ool results of operations and cash flows of Registrant as
of, and for, the periods presented in this report;

The Registrant’s other certifying officer and | aesponsible for establishing and maintaining disate
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actddul 3a-15(f) and 15d-15(f)) for the Registrant hade:

(@)

(b)

()

(d)

Designed such disclosure controls and proceduresgused such disclosure controls and procedures
to be designed under our supervision, to ensutanhgerial information relating to the Registrant,
including its consolidated subsidiaries, is madevim to us by others within those entities, paraciyl
during the period in which this report is beinggaeed;

Designed such internal control over financial réipgr, or caused such internal control over finahcia
reporting to be designed under our supervisiopybwide reasonable assurance regarding the
reliability of financial reporting and the prepacet of financial statements for external purposes i
accordance with generally accepted accounting iptes;

Evaluated the effectiveness of the Registrant’'sldssire controls and procedures and presentedsin th
report our conclusions about the effectivenessi®efdisclosure controls and procedures, as of te en
of the period covered by this report based on swetuation; and

Disclosed in this report any change in the Regissanternal control over financial reporting that
occurred during the Registrant’s most recent figcarter (the Registrant’s fourth fiscal quartethia
case of an annual report) that has materially tffte@r is reasonably likely to materially affettte
Registrant’s internal control over financial refogt and

5. The Registrant’s other certifying officer and | kadisclosed, based on our most recent evaluationterhal
control over financial reporting, to the Registtamtuditors and the audit committee of the Regmtsaboard
of directors (or persons performing the equivafanttions):

(@)

All significant deficiencies and material weaknessethe design or operation of internal contratiov
financial reporting which are reasonably likelyatdversely affect the Registrant’s ability to regord
process, summarize and report financial informatéor

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a

significant role in the Registrant’s internal catover financial reporting.

/sl Nicholas C. Gangestad

Nicholas C. Gangest
Chief Financial Officer

October 29, 2015
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EXHIBIT 32.1
SARBANES-OXLEY SECTION 906 CERTIFICATION
In connection with the Quarterly Report of 3M Compdthe “Company”) on Form 10-Q for the period ethde
September 30, 2015 as filed with the SecuritiesExahange Commission on the date hereof (the “R8paringe G.
Thulin, Chief Executive Officer of the Company, tifgr pursuant to 18 U.S.C. Section 1350, as adbptgsuant to
Section 906 of the Sarbanes-Oxley Act of 2002, tieaty knowledge:

1. The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeoh
1934; and

2. The information contained in the Report fairly gets, in all material respects, the financial ctadiand
results of operations of the Company.

/sl Inge G. Thulin

Inge G. Thulin
Chief Executive Officer

October 29, 2015
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EXHIBIT 32.2
SARBANES-OXLEY SECTION 906 CERTIFICATION
In connection with the Quarterly Report of 3M Compdthe “Company”) on Form 10-Q for the period ethde
September 30, 2015 as filed with the SecuritiesExahange Commission on the date hereof (the “R@parNicholas
C. Gangestad, Chief Financial Officer of the Compaertify, pursuant to 18 U.S.C. Section 1350a@dspted pursuant
to Section 906 of the Sarbanes-Oxley Act of 20082t,tto my knowledge:

1. The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeoh
1934; and

2. The information contained in the Report fairly prets, in all material respects, the financial ctodiand
results of operations of the Company.

/sl Nicholas C. Gangestad

Nicholas C. Gangest
Chief Financial Officer

October 29, 2015
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MINE SAFETY DISCLOSURES

EXHIBIT 95

For the third quarter of 2015, the Company haddlewing mine safety information to report in acdance with Section 1503(a) of the Act, in conrativith the
Pittsboro, North Carolina mine, the Little Rockkansas mine, the Corona, California mine, and tlas&lu, Wisconsin mine (including Greystone Plant):

Received
Received Notice of
Total Dollar Value Notice of Potendil to Aggregate
Mine or Operating of MSHA TotaNumber Pattern of Have Pattern Legal Actions Aggregate Legal Actions
Name/MSHA Section 104 Section eclion Assessments of Mining Violations UndereBtion Pending as of Legal Actions Resolved
Identification S&S Citations 110(b)(2) 107(a) Proposed Related Under Sectio 104(e) Last Day of Initiated During During Period
Number #) Violations (#) Orders (#) ($) Fatalies (#) 104(e) (yes/no)  (yes/no) Period (#) Period (#) #)
3M Pittsboro ID: 310215: — — — % 243 — No No —
3M Little Rock Industrial
Mineral Prod ID:
0300426 2 — — 3 871 — No No 1*
3M Corona Plant ID:
0400191 1 = — $ 1,491 — No No —
Greystone Plant ID:
4700119 1 — — 3 — — No No —
Wausau Plant ID: 47029 3 — — $ — — No No —
Total 7 — — 3 2,605 — 1* 1 —

*This legal action, pending before the Federal Madety and Health Review Commission as of Septe@®e2015, relates to a contest filed by the Camp a
citation issued, as referenced in Subpart B (#88BR6f 29 CFR part 2700.
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