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1 | Delivering great
customer experience
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3M COMPANY® MD&A MEEEHAT (£34N—2)

Operaring Business Segments: Year 2016 results
vz N =
Each of 3M’s business scgments incurrod restruchuring charpes in e fourfh quarter of 2015, as indicated in fhe following table Sales in Industrial totaled $10.3 billion, up 0.2 percent in U S dollars Organic local-currency sles were flat, mqnlsm\usaddﬂ 16 ° AN 4 = = H
percent, divestitures reduced sales by 03 percent, and foreign cumency ranslation reduced sales by 1.1 perc ¢ flat organic nt E 1 E o
Resiructuring Pre-Tax Charge by Business Segment: Vocal-currency sales impact reflected fie continued economic challenges in the ghabal indusrial secmr Inmmna\ .mm\um in the
Tourth quarier of 2016, when it reflected 4.6 percent organic local-cumency sales growth

: wrth uarier ALg =
E:;Er:] ot Quacncobis__ On an onpanic locakcumrancy sales bass ° 6 )t/' ’ X > l\ %2 =] 0) = H
= - « Sales grew in automotive OEM, automotive aftemarket, and s paration and purification = o

ety and Graphice 11 Sales dedlined in ahrasives, industrial adhesives and tapes, and aewspace and commercial transportation.

Health Care # o Sales also declined in advanced materials, primarily due o persistent weakness in the oil and gas end markets Ind ustrlal
Electronics and Energy 12 +  Geographically, ased 5 percent in Latin AmericaCanadaand 2 percent in FMIEA, while Asia Pac
Consumer 3 percent and the United States declined 2 pereent .
Corporatc and Unallkocated 37 S f ty d G p h
Totl 3 (iE] Acquisitions and divestitures (akso discussed in Note 2) are an ra ICS
— + Asquisition sales growth primarily related to the August 2015 acquistion of Membrana,a leading provider of mistoporous H | h
Information rclated to 3M's business scments s presenkd in the tables that follow. Organic local-currency sales inchude both menmbry nces, nistrial, and specialy egments ealth Care

w

o 3Mcompiekd its sale of e asets of IM's pi
Polyfoam) in January 2016,

+  InOctober 2016, M sold the assets of its temporary protective films business. This business is a provider of adhesive-
backed temporary protective films used in a broad range of infustries

surized polyure iane foam adhesives business { formerly knownas

arganic volume impacts plus slling price impacs. Acquisition and divestiture impacts, if any, are measured sepasately for the first
twelve months post ransaction. Foreign cumency tanslation impacts and tola] sales change are also provided for each business
A ences 1o EMEA relale Middle East and A frica on acombined basis. Any references

refer 10 ¢ ner Separations Media b acquired by 3M from Polypo 2015

“Membrana”

Electronics and Energy

Operating income
s+ Opersting e points 1o 230 percent, helped by the gain : of Polyfoam and
its temporary protective films business, productivity benefits from fourth quanter 2015 restruchuring actions, and lower raw

Consumer
Corporate and Unallocated
Indusirial Business (34.3% of consolidated sales): #  The Membrana acquisition had a minimal impact on operating income margins

3 m“;".su K] mslo,ﬁqﬁ 1 mum,qnﬁ rearaatvesaiss b i‘miﬁ Z—“t 0) % E“Eﬁ % 0) FEI EH

Sales in Industrial totaled $10.3 billion, down 63 percentin US. dallars. Organic local-cumency sales increased 0.4 percent,

The following discusses total yearresults for 2016 compared to 2015, and also discusses 2015 compared © 2014, for each business
segment

me marg

YVVVYVYVYY

—% 04 % 49% | scquisitionsadded .6 percent, and foreign cumency translation reduced saks by 7.3 peroent

Acquisitions 1.6 06 M =
D © - L e * EETJ‘“ Wk 0) EF DDEREA
S amtation o1 o 08 o Sales growthwas led by separation and pus o s OEM, . ercial transportation, =n w E

while automotive aftermarket increased slightly. Sales in industrial adhesives and @pes were flat
Sales in advanced materials declined, primarily due to weakness in the oil and gas market Sales in abrasive systems ako

eelined I
Operating income ( millions) 5 2376 % 225 % 2381 «  Geographically, sales increased 4 percont in Latin Americat’anada, | poroent in Asia Pacific, and were flat in both EMEA [ jIE&4 i—‘vy / l ZIS @i IH:Il E ajt ' I
3 53 % (5.3 15 % and the United Stakes ILJ\ A o/n

Total sales change 02 % &3P 31%

Percent of mles 23.0 % 219% 217% [N -

Acquisitions: E\ W~ . D — 0) E
The Industrial segment serves a broad range of markets, such as automotive original equipment manufacturer (OEM) and +  Acquiition sales growth related 1 the August 2015 axquisition of Membrana 1ZE J /1 ]
stamotive aftermarket (auto body shops and retail), electronics, appliance, paperand printing, packaging, food and beverage, and * This business is:a provider of microporous membrancs and modules for filtration in the life sciences, industrial, and

This scquisition enhances IM”s core filtration platform and will help generat: new growth

the company

ol PP *x ATNSYAEB|DEER VN _EOER

»  Operating inoome margins increased by 02 percentage points to 219 peroent, helped by the combination of kower raw

construction. Industial produets inchise tapes, & wid varisty of oated, non-woven and bonded sbrasives, adbesives, advancal

producss \Im are wsed in the manufacture, repair and ma

aircrat and spocialty vehicis :M i alsoa lcading global supplicr of precision grinding technology s
of

systems products, o
customers in the arca

ind precision applications in industrial, . aircraft and cutting tols. IM develops and produces advanced material cad and selective seling price increases =
technical seramics for demanding applications in fhe autmotive, ol and gas, solar, industrial, electronics and defense industrizs « Operafing inoome margins were negafively impacted by 0.4 percentage poins due b fhe $42 million restruchuring charge, w Hﬂ
plus an additiom1 .3 percentage points penally due to the Membrana acquisition

. . . _ . e . N CE)
TIA NCEDIRERMABDEIATIE, 1BF 3 F00EHRZ L. BIELLEER * -+ - BATEHBERARSSN TR NEIE
L/_CF%L%E?](_‘t itEiZJZc_é:O)Jd:b‘@%ﬁk%ﬁ@“éﬁ*ﬁ&t’&mbﬁb ’5\ tg
A NEEROT FEOE SR, £lo. BEFE -BEBINDPABOLESH

W5 LBICERREDEIGZR A T . 11
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— —— ‘ e (Market review)

. £71.4hn . PS2URY
- e *x BAHE
BEES

Business review

| Mark

3HhD
1A
=Y

mmmmm

TS TOBEHO
RIER %, 57
aftitts, &
o H—EX%&,
ML BEXK, it
tEERETS
BREFZBEIFR
HSEREA,
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Rolls-Royce & i

Engineering
excellence

Investing in and developing the
excellence of our engineering
to produce high-performance
power systems.

FERURY-

Operational
excellence

Capturing
aftermarket value

(2]

Transforming our manufacturing
and supply chain to embed a lean
approach across our facilities
and processes.

Leveraging our installed base,
product knowledge and capabilities
to provide outstanding services to
customers.

AHERMEDCH
(24E)

Disruptive technologies
and business models

1)

- $KifrEEd, ESRX
ETILOZAL

« RO R B

« BEMMBIEORELR

future growth opportunities.

Risk or uncertainty and potential impact

Distuptive technologies, new entrants
with alternative business models

or distuptions to key markets or
customers could reduce our ability

to win sustainable future business,
achieve operating results and realise

How we manage it

+ Horizon and emerging technology scanning, and understanding
our competitors, including patent searches

+ Investing in innovation and new technologies (see page 9)

+ Focusing on enhancing our skills and capabilities to maintain our
technology leadership (see page 41).

+ Forming strategic partnerships and conducting joint research
programmes.

+ Establishing our digital business

This principal risk is subject to review by the Science & Technology
Committee.

Key controls
» Strategic planning
+ Investment review

- Digitalboard
= Research &
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Product failure
Product not meeting safety
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impact to customers or the

Aruiranynant thraoiah failiorn

expectations, or causing significant

+ Ensuring a culture that puts safety first.

+ Applying our engineering design and validation process from initial
design, through production and into service.

+ Reviewing the scope and effectiveness of the Group's product
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- Product safety
+ Quality compliance

- Engineering

review board
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tarhnical audit
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