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3M COMPANY
FORM 10-Q
For the Quarterly Period Ended September 30, 2020
PART 1. Financial Information

Item 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) 2020 2019 2020 2019
Net sales $ 8350 $ 7991 % 23,601 $ 24,025
Operating expenses

Cost of sales 4,303 4,188 12,217 12,811

Selling, general and administrative expenses 1,677 1,455 5,039 5,089

Research, development and related expenses 461 443 1,422 1,390

Gain on sale of businesses — (106) (389) (114)

Total operating expenses 6,441 5,980 18,289 19,176

Operating income 1,909 2,011 5,312 4,849
Other expense (income), net 104 45 311 349
Income before income taxes 1,805 1,966 5,001 4,500
Provision for income taxes 387 378 1,002 888
Income of consolidated group 1,418 1,588 3,999 3,612
Income (loss) from unconsolidated subsidiaries, net of taxes 1) — 1) —
Net income including noncontrolling interest 1,417 1,588 3,998 3,612
Less: Net income (loss) attributable to noncontrolling interest 4 5 3 11
Net income attributable to 3M $ 1413 $ 1,583 § 3,995 § 3,601
Weighted average 3M common shares outstanding — basic 577.8 576.5 577.2 577.2
Earnings per share attributable to 3M common shareholders — basic $ 245 $ 275§ 6.92 $ 6.24
Weighted average 3M common shares outstanding — diluted 582.4 583.0 581.6 585.9
Earnings per share attributable to 3M common shareholders — diluted $ 243§ 272§ 6.87 $ 6.15

The accompanying Notes to Consolidated Financial Statements are an integral part of this statement.
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3M Company and Subsidiaries
Consolidated Statement of Comprehensive Income
(Unaudited)

Three months ended

Nine months ended

September 30, September 30,

(Millions) 2020 2019 2020 2019
Net income including noncontrolling interest $ 1417 $ 1,588 $ 3,998 §$ 3,612
Other comprehensive income (loss), net of tax:

Cumulative translation adjustment 271 (202) ©67) ?2)

Defined benefit pension and postretirement plans adjustment 127 76 304 356

Cash flow hedging instruments (1) 8 (60) 24)
Total other comprehensive income (loss), net of tax 327 (118) 177 330
Comprehensive income (loss) including noncontrolling interest 1,744 1,470 4,175 3,942
Comprehensive (income) loss attributable to noncontrolling interest ) (3) 1) (10)
Comprehensive income (loss) attributable to 3M $ 1,739 § 1,467 $ 4,174 3 3,932

The accompanying Notes to Consolidated Financial Statements are an integral part of this statement.
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3M Company and Subsidiaries
Consolidated Balance Sheet

(Unaudited)
September 30, December 31,
(Dollars in millions, except per share amount) 2020 2019
Assets
Current assets
Cash and cash equivalents 4,121 2,353
Marketable securities — current 440 98
Accounts receivable — net of allowances of $228 and $161 4,623 4,791
Inventories
Finished goods 1,859 2,003
Work in process 1,224 1,194
Raw materials and supplies 901 937
Total inventories 3,984 4,134
Prepaids 516 704
Other current assets 426 891
Total current assets 14,110 12,971
Property, plant and equipment 26,452 26,124
Less: Accumulated depreciation (17,236) (16,791)
Property, plant and equipment — net 9,216 9,333
Operating lease right of use assets 844 858
Goodwill 13,535 13,444
Intangible assets — net 5,926 6,379
Other assets 1,759 1,674
Total assets 45,390 44,659
Liabilities
Current liabilities
Short-term borrowings and current portion of long-term debt 1,169 2,795
Accounts payable 2,208 2,228
Accrued payroll 721 702
Accrued income taxes 220 194
Operating lease liabilities — current 252 247
Other current liabilities 2,840 3,056
Total current liabilities 7,410 9,222
Long-term debt 18,429 17,518
Pension and postretirement benefits 3,679 3911
Operating lease liabilities 605 607
Other liabilities 3,324 3,275
Total liabilities 33,447 34,533
Commitments and contingencies (Note 14)
Equity
3M Company shareholders’ equity:
Common stock par value, $.01 par value; 944,033,056 shares issued 9 9
Shares outstanding - September 30, 2020: 576,821,878
Shares outstanding - December 31, 2019: 575,184,835
Additional paid-in capital 6,116 5,907
Retained earnings 43,285 42,135
Treasury stock, at cost: (29,570) (29,849)
Shares at September 30, 2020: 367,211,178
Shares at December 31, 2019: 368,848,221
Accumulated other comprehensive income (loss) (7,960) (8,139)
Total 3M Company shareholders’ equity 11,880 10,063
Noncontrolling interest 63 63
Total equity 11,943 10,126
Total liabilities and equity 45,390 44,659

The accompanying Notes to Consolidated Financial Statements are an integral part of this statement.
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3M Company and Subsidiaries
Consolidated Statement of Cash Flows

(Unaudited)
Nine months ended
September 30,
(Millions) 2020 2019
Cash Flows from Operating Activities
Net income including noncontrolling interest 3998 § 3,612
Adjustments to reconcile net income including noncontrolling interest to net cash provided by operating activities
Depreciation and amortization 1,413 1,130
Company pension and postretirement contributions 122) (129)
Company pension and postretirement expense 295 242
Stock-based compensation expense 216 230
Gain on sale of businesses (389) (111)
Deferred income taxes (57) (88)
Loss on deconsolidation of Venezuelan subsidiary — 162
Changes in assets and liabilities
Accounts receivable 113 (14)
Inventories 43 255
Accounts payable (48) (222)
Accrued income taxes (current and long-term) 146 (53)
Other — net (10) (282)
Net cash provided by (used in) operating activities 5,598 4,732
Cash Flows from Investing Activities
Purchases of property, plant and equipment (PP&E) (1,079) (1,161)
Proceeds from sale of PP&E and other assets 29 91
Acquisitions, net of cash acquired 25) (704)
Purchases of marketable securities and investments (1,069) 917)
Proceeds from maturities and sale of marketable securities and investments 1,239 1,265
Proceeds from sale of businesses, net of cash sold 576 236
Other — net 8 45
Net cash provided by (used in) investing activities (321) (1,145)
Cash Flows from Financing Activities
Change in short-term debt — net (138) (466)
Repayment of debt (maturities greater than 90 days) (2,477) (871)
Proceeds from debt (maturities greater than 90 days) 1,745 6,116
Purchases of treasury stock (366) (1,243)
Proceeds from issuance of treasury stock pursuant to stock option and benefit plans 325 437
Dividends paid to shareholders (2,540) (2,488)
Other — net 47) (158)
Net cash provided by (used in) financing activities (3,498) 1,327
Effect of exchange rate changes on cash and cash equivalents (11) (36)
Net increase (decrease) in cash and cash equivalents 1,768 4,878
Cash and cash equivalents at beginning of year 2,353 2,853
Cash and cash equivalents at end of period 4,121 § 7,731

The accompanying Notes to Consolidated Financial Statements are an integral part of this statement.
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3M Company and Subsidiaries
Notes to Consolidated Financial Statements
(Unaudited)

NOTE 1. Significant Accounting Policies
Basis of Presentation

The interim consolidated financial statements are unaudited but, in the opinion of management, reflect all adjustments necessary for a fair statement of the Company’s
consolidated financial position, results of operations and cash flows for the periods presented. These adjustments consist of normal, recurring items. The results of
operations for any interim period are not necessarily indicative of results for the full year. The interim consolidated financial statements and notes are presented as
permitted by the requirements for Quarterly Reports on Form 10-Q. This Quarterly Report on Form 10-Q should be read in conjunction with the Company’s consolidated
financial statements and notes included in its Annual Report on Form 10-K.

As described in Note 16, effective in the second quarter of 2020, the measure of segment operating performance used by 3M’s chief operating decision maker changed
and, as a result, the Company’s disclosed measure of segment profit/loss has been updated. Also, effective in the first quarter of 2020, the Company changed its business
segment reporting in its continuing effort to improve the alignment of businesses around markets and customers. Additionally, the Company consolidated the way it
presents geographic area net sales by providing an aggregate Americas geographic region (combining former United States and Latin America and Canada areas).
Information provided herein reflects the impact of these changes for all periods presented.

Use of estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenues and expenses during the reporting period. The Company considered the coronavirus (COVID-19) related impacts on its estimates, as appropriate, within its
consolidated financial statements and there may be changes to those estimates in future periods. 3M believes that the accounting estimates are appropriate after giving
consideration to the increased uncertainties surrounding the severity and duration of the COVID-19 pandemic. Such estimates and assumptions are subject to inherent
uncertainties which may result in actual amounts differing from these estimates.

Changes to Significant Accounting Policies

The following significant accounting policies have been added or changed as applicable since the Company’s 2019 Annual Report on Form 10-K as a result of adoption of
new accounting pronouncements as described in the “New Accounting Pronouncements” section.

Accounts receivable and allowances: Trade accounts receivable are recorded at the invoiced amount and do not bear interest. The Company maintains allowances for bad
debts, cash discounts, and various other items. The allowances for bad debts and cash discounts are based on the best estimate of the amount of expected credit losses in
existing accounts receivable and anticipated cash discounts. The Company determines the allowances based on historical write-off experience by industry and regional
economic data, current expectations of future credit losses, and historical cash discounts. The Company reviews the allowances monthly. The allowances for bad debts as
well as the provision for credit losses, write-off activity and recoveries for the periods presented are not material. The Company does not have any significant off-balance-
sheet credit exposure related to its customers. The Company has long-term customer receivables that do not have significant credit risk, and the origination dates of which
are typically not older than five years. These long-term receivables are subject to an allowance methodology similar to other receivables.

Marketable securities: Marketable securities include available-for-sale debt securities and are recorded at fair value. Cost of securities sold use the first in, first out (FIFO)
method. The classification of marketable securities as current or non-current is based on the availability for use in current operations. 3M reviews impairments associated
with its marketable securities in accordance with the measurement guidance provided by ASC 320, Investments-Debt Securities and ASC 326-30, Available-for-Sale Debt
Securities, when determining whether a decline in fair value below the amortized cost basis has resulted from a credit loss or other factors. An impairment relating to credit
losses is recorded through an allowance for credit losses. The allowance is limited by the amount that the fair value is less than the amortized cost basis. A change in the
allowance for credit losses is recorded into earnings in the period of the
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change. Any impairment that has not been recorded through an allowance for credit losses is recorded through accumulated other comprehensive income as a component
of shareholders’ equity. The factors considered in determining whether a credit loss exists can include the extent to which fair value is less than the amortized cost basis,
changes in the credit quality of the underlying loan obligors, credit ratings actions, as well as other factors. When a credit loss exists, the Company compares the present
value of cash flows expected to be collected from the debt security with the amortized cost basis of the security to determine what allowance amount, if any, should be
recorded. Amounts are reclassified out of accumulated other comprehensive income and into earnings upon sale or a change in the portions of impairment related to credit
losses and not related to credit losses.

Property, plant and equipment: 3M’s accounting policy with respect to property, plant and equipment, is disclosed in the Company’s notes to consolidated financial
statements included in its most recent Annual Report on Form 10-K. In addition, 3M records capital-related government grants earned as reductions to the cost of property,
plant and equipment; and associated unpaid liabilities and grant proceeds receivable are considered non-cash changes in such balances for purposes of preparation of
statement of cash flows.

Foreign Currency Translation

Local currencies generally are considered the functional currencies outside the United States with the exception of 3M’s subsidiaries in Argentina, the economy of which
was considered highly inflationary beginning in 2018, and accordingly the financial statements of these subsidiaries are remeasured as if their functional currency is that of
their parent. Assets and liabilities for operations in local-currency environments are translated at month-end exchange rates of the period reported. Income and expense
items are translated at average monthly currency exchange rates in effect during the period. Cumulative translation adjustments are recorded as a component of
accumulated other comprehensive income (loss) in shareholders’ equity.

3M had a consolidated subsidiary in Venezuela, the financial statements of which were remeasured as if its functional currency were that of its parent because Venezuela’s
economic environment is considered highly inflationary. The operating income of this subsidiary was immaterial as a percent of 3M’s consolidated operating income for
the periods presented. In light of circumstances, including the country’s unstable environment and heightened unrest leading to sustained lack of demand, and expectation
that these circumstances will continue for the foreseeable future, during May 2019, 3M concluded it no longer met the criteria of control in order to continue consolidating
its Venezuelan operations. As a result, as of May 31, 2019, the Company began reflecting its interest in the Venezuelan subsidiary as an equity investment that does not
have a readily determinable fair value. This resulted in a pre-tax charge of $162 million within other expense (income) in the second quarter of 2019. The charge primarily
relates to $144 million of foreign currency translation losses associated with foreign currency movements before Venezuela was accounted for as a highly inflationary
economy and pension elements previously included in accumulated other comprehensive loss along with write-down of intercompany receivable and investment balances
associated with this subsidiary. Beginning May 31, 2019, 3M’s consolidated balance sheets and statements of operations no longer include the Venezuelan entity’s
operations other than an immaterial equity investment and associated loss or income thereon largely only to the extent, if any, that 3M provides support or materials and
receives funding or dividends.

Earnings Per Share

The difference in the weighted average 3M shares outstanding for calculating basic and diluted earnings per share attributable to 3M common shareholders is a result of the
dilution associated with the Company’s stock-based compensation plans. Certain options outstanding under these stock-based compensation plans were not included in the
computation of diluted earnings per share attributable to 3M common shareholders because they would have had an anti-dilutive effect (18.8 million average options for
the three months ended September 30, 2020; 19.6 million average options for the nine months ended September 30, 2020;11.9 million average options for the three

months ended September 30, 2019; 8.0 million average options for the nine months ended September 30, 2019). The computations for basic and diluted earnings per share
follow:
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Earnings Per Share Computations

Three months ended

Nine months ended

September 30, September 30,

(Amounts in millions, except per share amounts) 2020 2019 2020 2019
Numerator:

Net income attributable to 3M $ 1413 § 1,583 § 3,995 §$ 3,601
Denominator:

Denominator for weighted average 3M common shares outstanding— basic 577.8 576.5 577.2 577.2

Dilution associated with the Company’s stock-based compensation plans 4.6 6.5 4.4 8.7

Denominator for weighted average 3M common shares outstanding— diluted 582.4 583.0 581.6 585.9
Earnings per share attributable to 3M common shareholders— basic $ 245 $ 275§ 692 $ 6.24
Earnings per share attributable to 3M common shareholders— diluted $ 243 8 272 8§ 6.87 § 6.15

New Accounting Pronouncements

See the Company’s 2019 Annual Report on Form 10-K for a more detailed discussion of the standards in the tables that follow, except for those pronouncements issued
subsequent to the most recent Form 10-K filing date for which separate, more detailed discussion is provided below as applicable.

Standards Adopted During the Current Fiscal Year

Standard Relevant Description Effectl\;elv]l) ate for Impact and Other Matters
ASU No. 2016-13, Measurement of Introduces an approach, based on expected losses, to estimate credit losses January 1, Adopted using the modified retrospective approach.
Credit Losses on Financial Instruments | on certain types of financial instruments and modifies the impairment 2020 Adoption of this ASU did not have a material impact
(in conjunction with ASU Nos. 2018- model for available-for-sale debt securities. due to the nature and extent of 3M’s financial
19, 2019-04, 2019-05, 2019-11, and instruments in scope for this ASU (primarily
2020-03) Amends the current other-than-temporary impairment model for available- accounts receivable) and the historical, current and
for-sale debt securities. For such securities with unrealized losses, entities expected credit quality of its customers as of the date
will still consider if a portion of any impairment is related only to credit of adoption.
losses and therefore recognized as a reduction in income.
See Note 1 Significant Accounting Policies for
updated applicable accounting policies.
ASU No. 2018-13, Changes to the Eliminates, amends, and adds disclosure requirements for fair value January 1, This ASU relates to disclosure only. The nature and
Disclosure Requirements for Fair measurements, primarily related to Level 3 fair value measurements. 2020 extent of 3M’s financial instruments in scope for this
Value Measurement ASU (primarily Level 3 fair value measurements) are
immaterial to 3M’s consolidated results of operations
and financial condition.
ASU No. 2018-15, Customer’s Aligns the accounting for implementation costs incurred in a cloud January 1, Adopted on a prospective basis. Relevant
Accounting for Implementation Costs computing arrangement that is a service arrangement (i.e. hosting 2020 capitalizable costs are included in prepaid expenses
Incurred in a Cloud Computing arrangement) with the guidance on capitalizing costs in ASC 350-40, or other non-current asset, as applicable,
Arrangement That Is a Service Internal-Use Software prospectively beginning in 2020.
Contract




Table of Contents

Standards Issued and Not Yet Adopted

Standard Relevant Description Effe;:’t:\;el\}l)ate Impact and Other Matters

ASU No. 2019-12, Simplifying the Eliminates certain existing exceptions related to the general approach in January 1, 2021 |3M previously disclosed it does not expect this ASU
Accounting for Income Taxes (Topic ASC 740 relating to franchise taxes, reducing complexity in the interim- to have a material impact on its consolidated results
740) period accounting for year-to-date loss limitations and changes in tax laws, of operations and financial condition.

and clarifying the accounting for transactions outside of business

combination that result in a step-up in the tax basis of goodwill.
ASU No. 2020-01, Clarifying the Clarifies when accounting for certain equity securities, a Company should January 1, 2021 | 3M previously disclosed it does not expect this ASU
Interactions between Topic 321, consider observable transactions before applying or upon discontinuing the to have a material impact on its consolidated results
Investments—Equity Securities, Topic equity method of accounting for the purposes of applying the measurement of operations and financial condition, but will apply
323, Investments—Equity Method and alternative. such guidance, where applicable, to future
Joint Ventures, and Topic 815, circumstances.
Derivatives and Hedging Indicates when determining the accounting for certain derivatives, a

Company should not consider if the underlying securities would be

accounted for under the equity method or fair value option.

Relevant New Standards Issued Subsequent to Most Recent Annual Report

In March 2020, the FASB issued ASU No. 2020-04,Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate Reform on Financial Reporting This
ASU provides temporary optional expedients and exceptions to existing guidance on contract modifications and hedge accounting to facilitate the market transition from
existing reference rates, such as LIBOR which is being phased out in 2021, to alternate reference rates, such as SOFR. The standard was effective upon issuance and
allowed application to contract changes as early as January 1, 2020. The provisions have impact as contract modifications and other changes occur while LIBOR is phased
out. The Company is in the process of evaluating the optional relief guidance provided within this ASU and is also reviewing its debt securities, bank facilities, derivative
instruments and commercial contracts that utilize LIBOR as the reference rate. 3M will continue its assessment and monitor regulatory developments during the LIBOR
transition period.

NOTE 2. Revenue

Contract Balances:

Deferred revenue primarily relates to revenue that is recognized over time forone-year software license contracts. Deferred revenue (current portion) as of September 30,
2020 and December 31, 2019 was $390 million and $430 million, respectively. Approximately $100 million and $370 million of the December 31, 2019 balance was
recognized as revenue during the three and nine months ended September 30, 2020, respectively, while approximately $80 million and $560 million of the December 31,
2018 balance was recognized as revenue during the three and nine months ended September 30, 2019, respectively.

Operating Lease Revenue:
Net sales includes rental revenue from durable medical devices as part of operating lease arrangements, which was §53 million and $428 million during the three and nine
months ended September 30, 2020. Applicable rental revenue for the three and nine months ended September 30, 2019 was not material.
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Disaggregated revenue information:

The Company views the following disaggregated disclosures as useful to understanding the composition of revenue recognized during the respective reporting periods:

Three months ended

Nine months ended

September 30, September 30,
Net Sales (Millions) 2020 2019 2020 2019
Abrasives 290 $ 338 863 $ 1,059
Automotive Aftermarket 309 307 796 917
Closure and Masking Systems 242 282 745 835
Electrical Markets 285 299 829 912
Industrial Adhesives and Tapes 647 684 1,873 2,041
Personal Safety 1,136 812 3,221 2,653
Roofing Granules 114 101 295 293
Other Safety and Industrial 1 6 5 19
Total Safety and Industrial Business Segment 3,024 $ 2,829 8,627 $ 8,729
Advanced Materials 246 § 319 770§ 961
Automotive and Aerospace 410 477 1,125 1,463
Commercial Solutions 390 443 1,147 1,382
Electronics 1,024 1,001 2,771 2,760
Transportation Safety 245 260 678 741
Other Transportation and Electronics 1) — 2) (2)
Total Transportation and Electronics Business Segment 2,314 $ 2,500 6,489 $ 7,305
Drug Delivery — 3 93 146  § 277
Food Safety 82 86 252 254
Health Information Systems 280 296 833 853
Medical Solutions 1,251 745 3,472 2,319
Oral Care 320 312 741 991
Separation and Purification Sciences 221 191 639 602
Other Health Care 6 2) 5 (6)
Total Health Care Business Group 2,160 $ 1,721 6,088 $ 5,290
Consumer Health Care 9% S 97 278  § 295
Home Care 268 243 796 747
Home Improvement 686 612 1,863 1,729
Stationery and Office 323 362 859 1,008
Other Consumer 44 28 115 83
Total Consumer Business Group 1,417 $ 1,342 3,911 $ 3,862
Corporate and Unallocated — 3 28 a s 98
Elimination of Dual Credit (565) (429) (1,513) (1,259)
Total Company 8350 § 7,991 23,601  $ 24,025
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Three months ended September 30, 2020

Europe,
Middle East Other
Net Sales (Millions) Americas Asia Pacific and Africa Unallocated Worldwide
Safety and Industrial $ 1,623 § 706 $ 695 § —  $ 3,024
Transportation and Electronics 640 1,357 317 — 2,314
Health Care 1,335 377 448 — 2,160
Consumer 1,032 231 154 — 1,417
Corporate and Unallocated @ — — 1 —
Elimination of Dual Credit (282) 197) (86) — (565)
Total Company $ 4347 $ 2474 $ 1,528 § 1 3 8,350
Nine months ended September 30, 2020
Europe,
Middle East Other
Net Sales (Millions) Americas Asia Pacific and Africa Unallocated Worldwide
Safety and Industrial $ 4,509 $ 2,080 $ 2,038 $ — 3 8,627
Transportation and Electronics 1,847 3,709 933 — 6,489
Health Care 3,690 1,091 1,307 — 6,088
Consumer 2,801 699 411 — 3,911
Corporate and Unallocated @ — — — a1
Elimination of Dual Credit (724) (550) (239) (1,513)
Total Company $ 12,122 § 7,029 § 4,450 § ) 23,601
Three months ended September 30, 2019
Europe,
Middle East Other
Net Sales (Millions) Americas Asia Pacific and Africa Unallocated Worldwide
Safety and Industrial $ 1,497 $ 706 $ 626 $ $ 2,829
Transportation and Electronics 749 1,388 362 1 2,500
Health Care 973 360 388 — 1,721
Consumer 975 228 140 (1) 1,342
Corporate and Unallocated 27 1 1 (1) 28
Elimination of Dual Credit (185) (193) (52) 1 (429)
Total Company $ 4,036 $ 2,490 § 1,465 § — 3 7,991
Nine months ended September 30, 2019
Europe,
Middle East Other
Net Sales (Millions) Americas Asia Pacific and Africa Unallocated Worldwide
Safety and Industrial $ 4,532 § 2,165 § 2,033 $ a1 s 8,729
Transportation and Electronics 2,256 3,912 1,137 — 7,305
Health Care 2,916 1,121 1,253 — 5,290
Consumer 2,723 718 422 (1) 3,862
Corporate and Unallocated 97 1 1 (1) 98
Elimination of Dual Credit (562) (534) (164) 1 (1,259)
Total Company $ 11,962 § 7,383 $ 4,682 $ 2 $ 24,025

Americas included United States net sales to customers of $3.7 billion and $3.3 billion for the three months ended September 30, 2020 and 2019, respectively, and $10.2
billion and $9.7 billion for the nine months ended September 30, 2020 and 2019, respectively.
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NOTE 3. Acquisitions and Divestitures
Refer to Note 3 in 3M’s 2019 Annual Report on Form 10-K for more information on relevant pre-2020 acquisitions and divestitures.
Acquisitions:

3M makes acquisitions of certain businesses from time to time that are aligned with its strategic intent with respect to, among other factors, growth markets and adjacent
product lines or technologies. Goodwill resulting from business combinations is largely attributable to the existing workforce of the acquired businesses and synergies
expected to arise after 3M’s acquisition of these businesses.

2020 acquisitions:
There were no acquisitions that closed during the nine months ended September 30, 2020.
2019 acquisitions:

In February 2019, 3M completed the acquisition of the technology business of M*Modal for .7 billion of cash, net of cash acquired, and assumption of $0.3 billion of
M*Modal’s debt. The allocation of purchase consideration related to M*Modal was completed in the fourth quarter of 2019. Net sales and operating loss (inclusive of
transaction and integration costs) of this business included in 3M’s consolidated results of operations for the third quarter of 2019 were approximately $75 million and $5
million, respectively. Net sales and operating loss (inclusive of transaction and integration costs) of this business included in 3M’s consolidated results of operations for the
first nine months of 2019 were approximately $200 million and $40 million, respectively. M*Modal is reported within the Company’s Health Care business.

In October 2019, the Company completed the acquisition of all of the ownership interests of Acelity Inc. and its KCI subsidiaries and in the first quarter of 2020 paid
certain consideration previously accrued under the terms of related agreements. Adjustments in 2020 to the purchase price allocation were approximately $34 million and
related to identification and valuation of certain acquired assets and liabilities. The change to provisional amounts did not result in material impacts to results of operations
in 2020 or any portion related to earlier quarters in the measurement period. The allocation of purchase consideration related to Acelity was completed in the third quarter
of 2020. Net sales and operating loss (inclusive of transaction and integration costs) of this business included in 3M’s consolidated results of operations in the fourth
quarter of 2019 were approximately $350 million and $45 million, respectively. Acelity is reported within the Company’s Health Care business.

Divestitures:

3M may divest certain businesses from time to time based upon review of the Company’s portfolio considering, among other items, factors relative to the extent of
strategic and technological alignment and optimization of capital deployment, in addition to considering if selling the businesses results in the greatest value creation for
the Company and for shareholders. As discussed in Note 16 (Business Segments), gains/losses on sale of businesses are reflected in Corporate and Unallocated.

2020 divestitures:

In January 2020, 3M completed the sale of its advanced ballistic-protection business, formerly part of the Transportation and Electronics business, to Avon Rubber p.l.c
for $86 million in cash and recognized certain contingent consideration from the outcome of pending tenders. Further contingent consideration of less than £5 million

may be recognized depending on outcomes in the future. The business, with annual sales of approximately $85 million, consists of ballistic helmets, body armor, flat armor
and related helmet-attachment products serving government and law enforcement. 3M reflected immaterial impacts in the third quarter of 2019 as a result of measuring
this disposal group at the lower of its carrying amount or fair value less cost to sell and in the first quarter 2020 related to completion of the divestiture and recognition of
contingent consideration.

In May 2020, 3M completed the sale of substantially all of its drug delivery business, formerly part of the Health Care business, to an affiliate of Altaris Capital Partners,
LLC for $617 million in consideration including $487 million of cash, approximately $70 million in the form of an interest-bearing security, and approximately $60
million in the form of a 17 percent noncontrolling interest in the




Table of Contents

new company, Kindeva Drug Delivery (Kindeva). Non-cash consideration was valued at time of initial recognition on an income-based approach using relevant estimated
future cash flows and applicable market interest rates while considering impacts of restrictions related to transferability. The divested business had annual sales of
approximately $380 million. 3M retained its transdermal drug delivery components business. 3M reflected a pre-tax gain of 887 million as a result of the divestiture. The
Company reflects its ownership interest in Kindeva using the equity method of accounting incorporating the recording of 3M’s share of earnings/losses on a lag-basis
based on availability of Kindeva financial statements. As a result, income/loss from this unconsolidated subsidiary began to be reflected in 3M’s financial statements in the
third quarter of 2020. Kindeva and 3M entered into certain limited-term agreements related to post-divestiture transition and supply services.

In the third quarter of 2020, 3M completed the sale of a small dermatology products business, formerly part of the Health Care business, for immaterial proceeds that
approximated the business’s book value.

2019 divestitures:

During 2019, as described in Note 3 in 3M’s 2019 Annual Report on Form 10-K, the Company divested a number of businesses including: certain oral care technology
comprising a business and the gas and flame detection business. 3M also reflected an earnout on a previous divestiture.

Operating income and held for sale amounts:
The aggregate operating income of these businesses was approximately $40 million and $25 million in the first nine months of 2020 and 2019, respectively. The

approximate amounts of major assets and liabilities associated with disposal groups classified as held-for-sale as of December 31, 2019 included the following:

December 31,

(Millions) 2019
Inventory 70
Property, plant and equipment 150
Intangible assets 35

In addition, approximately $30 million of goodwill was estimated to be attributable to disposal groups classified as held-for-sale as of December 31, 2019 based upon
relative fair value. The amounts above have not been segregated and are classified within the existing corresponding line items on the Company’s consolidated balance
sheet.

NOTE 4. Goodwill and Intangible Assets

There was no goodwill recorded from acquisitions during the first nine months of 2020. The acquisition activity in the following table relates to the net impact of
adjustments to the preliminary allocation of purchase price within the one year measurement period following prior acquisitions, which decreased goodwill by $34 million
during the nine months ended September 30, 2020. The amounts in the “Translation and other” row in the following table primarily relate to changes in foreign currency
exchange rates. The goodwill balance by business segment as of December 31, 2019 and September 30, 2020, follow:

Goodwill
Safety and Transportation and
(Millions) Industrial Electronics Health Care Consumer Total Company
Balance as of December 31, 2019 S 4,621 S 1,830 $ 6,739 $ 254 S 13,444
Acquisition activity — — (34) — (34
Divestiture activity — 10) a19) — 29)
Translation and other ) 13 143 5 154
Balance as of September 30, 2020 $ 4,614 § 1,833 § 6,829 $ 259 $ 13,535
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Accounting standards require that goodwill be tested for impairment annually and between annual tests in certain circumstances such as a change in reporting units or the

testing of recoverability of a significant asset group within a reporting unit. At 3M, reporting units correspond to a division.

As described in Note 16, effective in the first quarter of 2020, the Company changed its business segment reporting. For any product changes that resulted in reporting unit
changes, the Company applied the relative fair value method to determine the impact on goodwill of the associated reporting units, the results of which were immaterial. In
conjunction with the change in segment reporting, 3M completed an assessment indicating 