
3M CO
Form PRE 14A
March 02, 2004

SCHEDULE 14A INFORMATION

Proxy Statement Pursuant to Section 14(a) of the Securities

Exchange Act of 1934 (Amendment No.      )

Filed by the Registrant    [X]

Filed by a Party other than the Registrant    [_]

Check the appropriate box:

[X] Preliminary Proxy Statement

[_] Confidential, for Use of the Commission Only (as permitted by Rule 14A-6(E)(2))

[_] Definitive Proxy Statement

[_] Definitive Additional Materials

[_] Soliciting Material Pursuant to Section 240.14a-11(c) or Section 240.14a-12

Minnesota Mining and Manufacturing Company

(Name of Registrant as Specified In Its Charter)

N/A

Edgar Filing: 3M CO - Form PRE 14A

1



(Name of Person(s) Filing Proxy Statement, if other than the Registrant)

Payment of Filing Fee (Check the appropriate box):

[X] No fee required

[_] Fee computed on table below per Exchange Act Rules 14a-6(i)(4) and 0-11.

(1) Title of each class of securities to which transaction applies:

(2) Aggregate number of securities to which transaction applies:

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (Set forth the amount on which
the filing fee is calculated and state how it was determined):

(4) Proposed maximum aggregate value of transaction:

(5) Total fee paid:

[_] Fee paid previously with preliminary materials.

[_] Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting
fee was paid previously. Identify the previous filing by registration statement number, or the Form or Schedule and the date of its
filing.

(1) Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:

(3) Filing Party:

(4) Date Filed:

W. James McNerney, Jr.
Chairman of the Board
and Chief Executive Officer

Edgar Filing: 3M CO - Form PRE 14A

2



March 29, 2004

Dear Stockholder:

        I am pleased to invite you to attend 3M�s Annual Meeting of Stockholders, which will be held on Tuesday, May
11, 2004, at 10 a.m., at the RiverCentre, 175 West Kellogg Boulevard, St. Paul, Minnesota. Details regarding
admission to the meeting and the business to be conducted are more fully described in the accompanying Notice of
Annual Meeting and Proxy Statement. I will report on Company operations and discuss our plans for growth. We
also will leave time for your questions and comments.

        The fine attendance of our stockholders at Annual Meetings over the years has been very helpful in
maintaining good communications and understanding. We sincerely hope you will be able to be with us. Your
attendance cards to the Annual Meeting are located on the back cover of this proxy statement.

        Your vote is important. Whether or not you plan to attend the Annual Meeting, I hope you will vote as soon as
possible. You may vote on the Internet, by telephone, or by completing and mailing a traditional proxy card. Please
review the instructions on the proxy card regarding each of these voting options.

        Thank you for your ongoing support of 3M.

Sincerely,

2004 ANNUAL MEETING OF STOCKHOLDERS

NOTICE OF ANNUAL MEETING AND PROXY STATEMENT

TABLE OF CONTENTS

Notice of Annual Meeting of Stockholders iii
Proxy Statement 1
         Purpose of the Annual Meeting 1
         Annual Meeting Admission 1
         Quorum 1
         Stockholders Entitled to Vote 1
         Proposals You Are Asked to Vote On and the Board's Voting Recommendations 2
         Required Vote 2
         Voting Methods 3
         Changing Your Vote 3
         Counting the Vote 3
         Confidentiality 4
         Results of the Vote 4
         Delivery of Proxy Materials 4
         List of Stockholders 4
         Electronic Delivery of Proxy Materials and Annual Report 4
         Cost of Proxy Solicitation 5
         Transfer Agent 5
Governance of the Company 6
         Corporate Governance Guidelines 6
         Presiding Director 6
         Communication with Directors 6

Edgar Filing: 3M CO - Form PRE 14A

3



         Director Independence 6
         3M Business Conduct Policies 7
Board Structure and Committee Membership 8
         Audit Committee 8
         Compensation Committee 9
         Nominating and Governance Committee 9
         Public Issues Committee 10
Nomination Process 10
         Role of the Nominating and Governance Committee 10
         Stockholder Proposed Nominees for Consideration by the Committee 10
         Stockholder Nominations 11
         Director Qualifications 11
         Identification, Evaluation and Selection of Nominees 11

i

Director Compensation and Stock Ownership Guidelines 12
Director Attendance at Annual Meetings of Stockholders 12
Proposals To Be Voted On 13
         Proposal No. 1 - Election of Directors 13
         Proposal No. 2 - Ratification of Independent Auditors 16
         Proposal No. 3 - Proposal to Approve an Amendment to the Certificate of
           Incorporation to Increase the Authorized Common Stock 16
         Proposal No. 4 - Stockholder Proposal 17
Common Stock Ownership of Directors and Executive Officers 20
         Beneficial Ownership Table 20
Security Ownership of More Than 5 Percent Shareholders 21
Section 16(a) Beneficial Ownership Reporting Compliance 21
Executive Compensation 22
         Summary Compensation Table 22
         Option Grants in Last Fiscal Year 24
         Aggregated Option Exercises in Last Fiscal Year and Fiscal Year-End Option Values 25
         Long-Term Incentive Plan Awards Table 26
         Employment Contracts, Termination of Employment, and Change-in-Control
           Arrangements 26
         Retirement Benefits 30
Compensation Committee Report on Executive Compensation 31
Compensation Committee Interlocks and Insider Participation 34
Audit Committee Report 34
Audit Committee Policy on Pre-Approval of Audit and Permissible Non-Audit Services of
Independent Auditors 35
Independent Auditor�s Fees 36
Stock Performance Graph 37
Requirements for Submission of Shareholder Proposals for Next Year�s Annual Meeting 38
Appendix A � Corporate Governance Guidelines A-1
Appendix B � Audit Committee Charter B-1
Appendix C � Compensation Committee Charter C-1
Appendix D - Nominating and Governance Committee Charter D-1
Appendix E - Public Issues Committee Charter E-1

Edgar Filing: 3M CO - Form PRE 14A

4



ii

3M Company
3M Center, St. Paul, Minnesota 55144

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

TIME AND DATE 10:00 a.m. on Tuesday, May 11, 2004

PLACE RiverCentre
175 West Kellogg Boulevard
St. Paul, Minnesota

ITEMS OF BUSINESS (1)    To elect directors to a 3-year term.
(2)    To ratify the appointment of PricewaterhouseCoopers LLP as 3M�s
         independent auditors.
(3)    To approve an amendment to the Certificate of Incorporation to
         increase the authorized common stock.
(4)    To vote on one stockholder proposal if properly presented at the meeting.
(5)    To transact such other business as may properly come before the
         Annual Meeting and any adjournment or postponement.

RECORD DATE You are entitled to vote if you were a stockholder of record at the close of
business on Friday, March 12, 2004.

ANNUAL REPORT Our 2003 Annual Report, which is not part of the proxy soliciting materials,
is enclosed.

MEETING ADMISSION Two cutout admission tickets are included on the back cover of this proxy
statement.

PROXY VOTING Please submit a proxy as soon as possible so that your shares can be voted
at the meeting in accordance with your instructions. You may submit your
proxy

(1)    Over the Internet,
(2)    By telephone, or
(3)    By mail.

For specific instructions, please refer to the QUESTIONS AND ANSWERS
on page 1 of this proxy statement and the voting instructions on the proxy
card.

By Order of the Board of Directors

GREGG M. LARSON
Assistant General Counsel
and Secretary

THIS PROXY STATEMENT AND PROXY CARD ARE BEING DISTRIBUTED ON OR ABOUT MARCH 29, 2004.

iii
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PROXY STATEMENT

        The Board of Directors (the �Board�) of 3M Company (�3M� or the �Company�) is soliciting proxies for the Annual
Meeting of Stockholders. You are receiving a proxy statement because you own shares of 3M common stock that
entitle you to vote at the meeting. By use of a proxy, you can vote whether or not you attend the meeting. The proxy
statement describes the matters we would like you to vote on and provides information on those matters so you can
make an informed decision.

        The information included in this proxy statement relates to proposals to be voted on at the meeting (if properly
presented), voting process, compensation of directors and our most highly paid officers, and other required
information.

Purpose of the Annual Meeting

        The purpose of the Annual Meeting is to elect directors and to conduct the business described in the Notice of
Annual Meeting.

Annual Meeting Admission

        Only stockholders are invited to attend the meeting. An admission ticket or proof of ownership of 3M stock,
along with personal identification, must be presented in order to be admitted to the Annual Meeting. If you are a
shareholder of record, your admission ticket is on the back of this proxy statement. If your shares are held in the
name of a bank, broker or other holder of record, you must bring a brokerage statement or other proof of ownership
with you to the Annual Meeting, or obtain an admission ticket in advance. Tickets are also available on the Internet
voting site �www.eproxy.com/mmm.

No cameras, recording equipment, electronic devices, large bags, briefcases, or packages will be
permitted in the Annual Meeting.

Quorum

        A quorum is the minimum number of shares required to hold a meeting. Under 3M�s Bylaws, a quorum requires
a majority of the outstanding shares of stock entitled to vote at the meeting must be represented in person or by
proxy at the meeting. Both abstentions and broker non-votes are counted as present for determining the presence
of a quorum. Broker non-votes, however, are not counted as shares present and entitled to be voted with respect to
the matter on which the broker has not voted. Thus, broker non-votes will not affect the outcome of any of the
matters to be voted on at the Annual Meeting. Generally, broker non-votes occur when shares held by a broker for a
beneficial owner are not voted with respect to a particular proposal because (1) the broker has not received voting
instructions from the beneficial owner and (2) the broker lacks discretionary voting power to vote such shares.

Stockholders Entitled to Vote

        Each share of our common stock outstanding as of the close of business on March 12, 2004, the record date,
is entitled to one vote at the Annual Meeting on each matter properly brought before the meeting. As of that date,
there were [xxx,000,000] shares of common stock issued and outstanding.

        Most 3M stockholders hold their shares through a stockbroker, bank, trustee, or other nominee rather than
directly in their own name. As summarized below, there are some distinctions between shares held of record and
those owned beneficially:

� STOCKHOLDER OF RECORD � If your shares are registered directly in your name with
3M�s Transfer Agent, Wells Fargo Bank, N.A., you are considered the stockholder of record
of those shares and these proxy materials are being sent directly to you by 3M. As the
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stockholder of record, you have the right to grant your voting proxy directly to 3M or to vote
in person at the meeting.

� BENEFICIAL OWNER � If your shares are held in a stock brokerage account, by a bank,
trustee, or other nominee, you are considered the beneficial owner of shares held in street
name and these proxy materials are being forwarded to you by your broker, trustee, or
nominee who is considered the stockholder of record of those shares. As the beneficial
owner, you have the right to direct your broker, trustee or nominee on how to vote and are
also invited to attend the meeting. However, since you are not the stockholder of record, you
may not vote these shares in person at the meeting. Your broker, trustee, or nominee is
obligated to provide you with a voting instruction card for you to use.

1

� If your shares are held in your account in the 3M Voluntary Investment Plan and Employee
Stock Ownership Plan or the 3M Savings Plan, you are considered the beneficial owner of
these shares and the trustee of the plans is the stockholder of record. Participants in 3M�s
Voluntary Investment Plan and Employee Stock Ownership Plan or the 3M Savings Plan
may direct the trustee how to vote the shares allocated to their account by following the
voting instructions contained on the proxy card. Participants in 3M�s Voluntary Investment
Plan and Employee Stock Ownership Plan may also direct the trustee how to vote a
proportionate number of allocated shares of common stock for which it has not received
direction, and shares not allocated to individual participant accounts by following the same
voting instructions. If you fail to direct the trustee how to vote your shares by following these
voting instructions, the trustee will vote your shares as described in the voting instructions.

Proposals You Are Asked to Vote On and the Board�s Voting Recommendations

        The following proposals are scheduled to be voted on at the meeting. 3M�s Board recommends that you vote
your shares as indicated below.

Proposals: The Board�s Voting
Recommendation:

 1. The election of directors for a 3-year term �FOR�
each nominee
to the Board

 2. The ratification of the appointment of PricewaterhouseCoopers
     LLP as 3M�s independent auditors

�FOR�

 3. Proposal to Approve an Amendment to the Certificate of
     Incorporation to Increase the Authorized Common Stock

�FOR�

 4. Consideration of a stockholder proposal to separate the positions
     of Chairman of the Board and Chief Executive Officer, if it is
     properly presented at the meeting.

�AGAINST�

        Other than the proposals described in this proxy statement, the Board is not aware of any other matters to be
presented for a vote at the Annual Meeting. If you grant a proxy by telephone, Internet, or by signing and returning
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your proxy card, any of the persons named as proxy holders � W. James McNerney, Jr., 3M�s Chairman and CEO,
Edward A. Brennan, and Rozanne L. Ridgway � will have the discretion to vote your shares on any additional matters
properly presented for a vote at the meeting. If any of our nominees is unavailable as a candidate for director, the
above-named proxy holders will vote your proxy for another candidate or candidates as may be nominated by the
Board of Directors.

Required Vote

        Director Nominees � The nominees for election as directors at the Annual Meeting will be elected by a plurality
of the votes cast at the meeting. This means that the director nominee with the most votes for a particular slot is
elected for that slot. Votes withheld from one or more director nominees will have no effect on the election of any
director from whom votes are withheld.

        Amendment of Certificate of Incorporation � The affirmative �FOR� vote by the holders of a majority of the
outstanding common stock entitled to vote is required to approve the amendment to the Company�s Certificate of
Incorporation. Since stockholder approval is dependent upon receipt of the affirmative vote of the holders of a
majority of the outstanding common stock, any abstention, broker non-vote or other failure to cast an affirmative
vote for this proposal will have the effect of a vote against this proposal.

        Except as noted above, all other proposals require the affirmative �FOR� vote of a majority of those shares
present in person or represented by proxy at the meeting and entitled to vote on the matter. If you are a beneficial
owner and do not provide the stockholder of record with voting instructions, your shares may constitute broker
non-votes, as described in the section above entitled �Quorum.� In tabulating the voting result for any particular
proposal, shares that constitute broker non-votes are not considered entitled to vote on that proposal. The
stockholder proposal is presented as a request to the Board to take action. Affirmative votes for this proposal will
inform the Board about the level of interest in this proposal.

2

Voting Methods

        If you hold shares directly as the stockholder of record, you may vote by granting a proxy or, if you hold shares
beneficially in street name, by submitting voting instructions to your broker or nominee. If you own shares
beneficially as a participant in the 3M Voluntary Investment Plan and Employee Stock Ownership Plan or the 3M
Savings Plan, you may vote by submitting voting instructions to the trustee. In most instances, you will be able to do
this over the Internet, by telephone, or by mail. Please refer to the summary instructions below and those included
on your proxy card or, for shares held in street name, the voting instruction card included by your broker or
nominee.

        The Internet and telephone voting procedures are designed to authenticate stockholders by use of a control
number and to allow you to confirm that your instructions have been properly recorded. If you vote by telephone or
on the Internet, you do not need to return your proxy card. Telephone and Internet voting facilities for shareholders
of record will be available 24 hours a day, and will close at 10:00 p.m. on the day before the Annual Meeting.
Participants in 3M�s Voluntary Investment Plan and Employee Stock Ownership Plan and the 3M Savings Plan may
instruct the trustee how to vote their shares via the Internet, by telephone, or by signing and returning the proxy
card by 5:00 p.m. (Central Time) on May 6, 2004.

� VOTE BY INTERNET � www.eproxy.com/mmm � If you have Internet access, you may
submit your proxy from any location in the world 24 hours a day, 7 days a week. Have your
proxy card in hand when you access the Web site. You will be prompted to enter your 3-digit
company number and a 7-digit control number (these numbers are located on the proxy card)
to create an electronic ballot.

� VOTE BY TELEPHONE � 1-800-560-1965 � If you live in the United States, you may use any
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touch-tone telephone to vote your proxy toll-free 24 hours a day, 7 days a week. Have your
proxy card in hand when you call. You will be prompted to enter your 3-digit company
number and a 7-digit control number (these numbers are located on the proxy card). Follow
the recorded instructions.

� VOTE BY MAIL � You may do this by signing your proxy card or, for shares held in street
name, the voting instruction card included by your broker or nominee and mailing it in the
enclosed, postage-paid, addressed envelope. If you provide specific voting instructions, your
shares will be voted as you instruct. If you sign, but do not provide instructions, your shares
will be voted as the Board recommended. Mark, sign, and date your proxy card and return it
in the postage-paid envelope provided so that it is received by May 10, 2004.

        All shares that have been properly voted and not revoked will be voted at the Annual Meeting.

Changing Your Vote

        You may change your proxy instructions at any time prior to the vote at the Annual Meeting. For shares held
directly in your name, you may accomplish this by granting a new proxy or by voting in person at the Annual
Meeting. For shares held beneficially by you, you may change your vote by submitting new voting instructions to
your broker or nominee.

Counting the Vote

        In the election of directors, you may vote �FOR� all of the nominees or your vote may be �WITHHELD� from one or
more of the nominees. For the other proposals, you may vote �FOR,� �AGAINST,� or �ABSTAIN.� If you �ABSTAIN,� it has
the same effect as a vote �AGAINST.� If you sign your proxy card or broker voting instruction card with no further
instructions, your shares will be voted in accordance with the recommendations of the Board. Shares held in your
account in the 3M Voluntary Investment Plan and Employee Stock Ownership Plan or the 3M Savings Plan will be
voted by the trustee as described in �Shareholders Entitled to Vote� on page 1.

        Representatives of Wells Fargo Bank, N.A., 3M�s transfer agent, will tabulate the votes and act as the
inspectors of election.

3

Confidentiality

        The Company�s Board of Directors has a policy that all stockholder proxies, ballots, and tabulations that identify
stockholders are to be maintained in confidence. No such document will be available for examination, and the
identity and vote of any stockholder will not be disclosed, except as necessary to meet legal requirements and allow
the inspectors of election to certify the results of the stockholder vote. The policy also provides that inspectors of
election for stockholder votes must be independent and cannot be employees of the Company. Occasionally,
stockholders provide written comments on their proxy card that may be forwarded to 3M management.

Results of the Vote

        We will announce preliminary voting results at the meeting and publish final results in our Quarterly Report on
Form 10-Q for the quarter ending June 30, 2004. A news release with voting results will be available on our Web
site www.3M.com/profile/pressbox/index.jhtml.
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Delivery of Proxy Materials

        Securities and Exchange Commission rules now allow us to deliver a single copy of an annual report and
proxy statement to any household at which two or more stockholders reside, if we believe the stockholders are
members of the same family. This rule benefits both you and the Company. We believe it eliminates irritating
duplicate mailings that stockholders living at the same address receive and it reduces our printing and mailing
costs. This rule applies to any annual reports, proxy statements, proxy statements combined with a prospectus, or
information statements. Each stockholder will continue to receive a separate proxy card or voting instruction card.

        Your household may have received a single set of proxy materials this year. If you prefer to receive your own
copy now or in future years, please request a duplicate set by contacting our transfer agent, Wells Fargo Bank, N.A.
at 1-800-401-1952 (U.S.), 651-450-4064 (outside the U.S.), www.wellsfargo.com/shareownerservices, or in writing
to 161 North Concord Exchange, South St. Paul, MN 55075.

        If a broker or other nominee holds your shares, you may continue to receive some duplicate mailings. Certain
brokers will eliminate duplicate account mailings by allowing stockholders to consent to such elimination, or through
implied consent if a stockholder does not request continuation of duplicate mailings. Since not all brokers and
nominees may offer stockholders the opportunity this year to eliminate duplicate mailings, you may need to contact
your broker or nominee directly to discontinue duplicate mailings from your broker to your household.

List of Shareholders

        The names of stockholders of record entitled to vote at the Annual Meeting will be available at the Annual
Meeting and for ten days prior to the meeting for any purpose germane to the meeting, between the hours of 8:45
a.m. and 4:30 p.m., at our principal executive offices at 3M Center, St. Paul, Minnesota, by contacting the Secretary
of the Company.

Electronic Delivery of Proxy Materials and Annual Report

        We are able to distribute the Annual Report and Proxy Statement to 3M stockholders in a fast and efficient
manner via the Internet. This reduces the amount of paper delivered to a stockholder�s address and eliminates the
cost of sending these documents by mail. Stockholders may elect to view all future annual reports and proxy
statements on the Internet instead of receiving them by mail. If you choose to view these materials online, you will
continue to receive a proxy card in the mail. You may make this election when voting your proxy this year: simply
follow the instructions to vote via the Internet or go directly to www.econsent.com/mmm to register your consent.
Have your account number (found above your name and address on your dividend check stub) and your Social
Security Number (if you have one) available. Your election to view proxy materials online continues until you revoke
it. Future proxy cards will contain the Internet Web site address and instructions to view the materials. You will
continue to have the option to vote your shares by telephone, mail, or via the Internet.

4

Cost of Proxy Solicitation

        3M will pay for the cost of preparing, assembling, printing, mailing, and distributing these proxy materials. You
will need to obtain your own Internet access if you choose to access the proxy materials and/or vote over the
Internet. In addition to mailing these proxy materials, the solicitation of proxies or votes may be made in person, by
telephone, or by electronic communication by our directors, officers, and employees, who do not receive any
additional compensation for these solicitation activities. We have hired Georgeson Shareholder Communications,
Inc. to assist us in the distribution of proxy materials and the solicitation of votes. We will pay Georgeson
Shareholder Communications, Inc. a fee of $15,000 plus expenses for these services. We will also reimburse
brokerage houses and other custodians, nominees, and fiduciaries for their reasonable out-of-pocket expenses for
forwarding proxy and solicitation materials to beneficial owners of stock.

Edgar Filing: 3M CO - Form PRE 14A

Cost of Proxy Solicitation 10



Transfer Agent

        Our Transfer Agent is Wells Fargo Bank, N.A. All communications concerning shareholders of record
accounts, including address changes, name changes, common stock transfer requirements, and similar issues can
be handled by contacting Wells Fargo Bank, N.A. at 1-800-401-1952 (U.S.), 651-450-4064 (outside the U.S.),
www.wellsfargo.com/shareownerservices, or in writing, 161 North Concord Exchange, South St. Paul, MN 55075.

5

GOVERNANCE OF THE COMPANY

Corporate Governance Guidelines

        The Board has adopted Corporate Governance Guidelines that, along with the charters of the Board
committees, provide the framework for the governance of the Company. The Board�s Nominating and Governance
Committee is responsible for overseeing and reviewing the Guidelines at least annually, and recommending any
proposed changes to the Board for approval. The Corporate Governance Guidelines are available on our Web site
at www.3M.com, under Investor Relations � Corporate Governance. The Guidelines and charters of the Board
committees are also attached to this proxy statement as Appendices A-E.

Presiding Director

        Independent directors regularly meet in executive sessions without the Chairman/CEO and may select a
director to facilitate the meeting. The chairs of the Audit, Compensation, Nominating and Governance, and Public
Issues Committees of the Board may chair executive sessions of the independent directors at which the principal
items to be considered are within the scope of the committee chair�s authority. The Board believes that this practice
ensures leadership at all executive sessions of the independent directors without needing to designate a lead
director.
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Communication with Directors

        The Board of Directors has adopted the following process for stockholders to send communications to member
of the Board. Stockholders may communicate with the chairs of the Audit, Compensation, Nominating and
Governance, and Public Issues Committees of the Board, or with our independent directors, by sending a letter to
the following address: 3M Company, c/o Corporate Secretary, 3M Center, Building 0220-13W-39, St. Paul, MN
55144-1000.

Director Independence

        The Board of Directors believes in having a substantial majority of independent directors on the 3M Board.
Pursuant to the New York Stock Exchange listing standards, the Board has adopted Director Qualification
Standards with respect to the determination of director independence. In accordance with these Standards, the
Board must affirmatively determine that a director has no material relationship with the Company (directly or as a
partner, shareholder, or officer of an organization that has a relationship with the Company) other than as a director.
The Standards specify the criteria by which the independence of our directors will be determined, including strict
guidelines for directors and their immediate families with respect to past employment or affiliation with the Company
or its independent auditor. The Standards also prohibit Audit Committee members from any direct or indirect
financial relationship with the Company, and restrict commercial relationships of all directors with the Company.
Directors may not be given personal loans or extensions of credit by the Company, and all directors are required to
deal at arm�s length with the Company and its subsidiaries, and to disclose any circumstance that might be
perceived as a conflict of interest.

        To be considered �independent� for purposes of these Standards, a director must be determined, by resolution
of the Board, after due deliberation, to have no material relationship with the Company other than as a director. In
each case, the Board shall broadly consider all relevant facts and circumstances and shall apply the following
standards:

1. In no event will a director be considered independent if, within the preceding three years: (i)
a director was employed by the Company or any of its subsidiaries; (ii) an immediate family
member was employed by the Company as an officer, (iii) a director received, or whose
immediate family member received, more than $100,000 per year in direct compensation
from 3M or a consolidated subsidiary (other than director fees); (iv) a director was affiliated
with or employed by, or whose immediate family member was affiliated with or employed in
a professional capacity by, a present or former internal or external auditor of 3M; (v) a
director who was employed, or whose immediate family member was employed, as an
executive officer of another company where any of 3M�s present executives serve on that
company�s compensation committee; or (vi) a director was an executive officer or an
employee, or whose immediate family member was an executive officer, of a company that
made payments to, or received payments from, 3M for property or services in an amount
which, in any single fiscal year, exceeded the greater of $1 million, or two percent of the
director�s company�s consolidated gross revenues.
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2. Audit Committee members may not accept any consulting, advisory, or other compensatory
fee from 3M, other than directors� fees.

3. The following commercial relationships will not be considered to be material relationships
that would impair a director�s independence: (i) if a 3M director is an executive officer or
employee of another company that does business with 3M and the annual sales to, or
purchases from, 3M are less than or equal to one percent of the annual consolidated gross
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revenues of the company he or she serves as an executive officer; or (ii) if a 3M director is an
executive officer or employee of another company which is indebted to 3M, or to which 3M
is indebted, and the total amount of either company�s indebtedness to the other is less than or
equal to one percent of the total consolidated assets of the company he or she serves as an
executive officer.

The Board will annually review all commercial relationships of directors. Whether directors
meet these categorical independence tests will be reviewed annually and will be made public
in the proxy statement prior to their standing for re-election to the Board.

4. For relationships not covered by the guidelines in paragraph 3 above, the determination of
whether the relationship is material or not, and therefore whether the director would be
independent or not, shall be made by the directors who satisfy the independence guidelines
set forth in paragraphs 1 and 3 above. For example, if a director is the CEO of a company
that purchases products and services from 3M that are more than one percent (but not more
than two percent) of that Company�s annual revenues, the independent directors could
determine, after considering all of the relevant circumstances, whether such a relationship
was material or immaterial, and whether the director would therefore be considered
independent under the NYSE rules. The Company would explain in the next proxy statement
the basis for any Board determination that a relationship is immaterial despite the fact that it
does not meet the categorical standards of immateriality set forth in paragraph 3 above.

5. The Company will not make any personal loans or extensions of credit to directors. All
directors are required to deal at arm�s length with the company and its subsidiaries and to
disclose circumstances material to the director that might be perceived as a conflict of
interest.

        The Board of Directors has determined that every director, with the exception of the Chairman of the Board
and Chief Executive Officer, W. James McNerney, Jr., is independent under these Standards. The Board has also
determined that no members of the Audit Committee received any compensation from the Company other than
directors� fees.

3M Business Conduct Policies

        More than a century of operating with honesty and integrity has given 3M trust from our customers, credibility
with our communities, and dedication from our employees. All of our employees, including our Chief Executive
Officer, Chief Financial Officer, and Principal Accounting Officer, are required to abide by 3M�s long-standing
business conduct policies to ensure that our business is conducted in a consistently legal and ethical manner.
These policies form the foundation of a comprehensive process that includes compliance with corporate policies
and procedures and a companywide focus on uncompromising honesty and integrity in every aspect of our
operations. Our business conduct policies cover many topics, including antitrust and competition law, conflicts of
interest, financial reporting, protection of confidential information, and compliance with all laws and regulations
applicable to the conduct of our business.

        Employees are required to report any conduct that they believe in good faith to be an actual or apparent
violation of the business conduct policies. The Audit Committee has adopted procedures to receive, retain, and treat
complaints received regarding accounting, internal accounting controls, or auditing matters, and to allow for the
confidential and anonymous submission by employees of concerns regarding questionable accounting or auditing
matters.

        The Board of Directors adopted a Code of Business Conduct and Ethics for directors of the Company. This
Code incorporates long-standing principles of conduct the Company and the Board follow to ensure the Company�s
business and the activities of the Board are conducted with integrity, adherence to the highest ethical standards,
and in compliance with the law.
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        The Company�s Business Conduct Policies for employees and the Code of Business Conduct and Ethics for
Directors are available on our Web site at www.3M.com under Investor Relations � Corporate Governance.
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BOARD STRUCTURE AND COMMITTEE MEMBERSHIP

        The Board is divided into three classes serving staggered three-year terms. The Board has eleven directors
and the following four Committees: Audit, Compensation, Nominating and Governance, and Public Issues. The
membership during 2003 and the function of each Committee are described below.

        During 2003, the Board of Directors held six regular and one telephonic meetings. The Audit, Compensation,
Nominating and Governance, and Public Issues Committees held five, five, four, and three regularly scheduled
meetings, respectively, and both the Audit and Compensation Committees held one telephonic meeting during
2003. All of our directors attended all of the regularly scheduled and special telephonic meetings of the Board and
Board Committees on which they served, except that one director was unable to attend a specially scheduled
telephonic meeting of a committee on which he serves.

        The Board and each committee conducted an evaluation of their performance in 2003.

Name of Director Audit Compensation

Nominating
and

Governance
Public
Issues

Non-Employee Directors

 Linda G. Alvarado X X

 Edward A. Brennan X* X

 Vance D. Coffman X X

 Michael L. Eskew X X

 Edward M. Liddy X* X

 Robert S. Morrison X X

 Aulana L. Peters X X*

 Rozanne L. Ridgway X X*

 Kevin W. Sharer X X

 Louis W. Sullivan X X
X = Committee Member; * = Chair

Audit Committee

        The Audit Committee assists the Board in its oversight of the integrity of the Company�s financial statements,
compliance with legal and regulatory requirements, the qualifications, independence, and performance of the
Company�s independent auditor, and the performance of the Company�s internal auditing department. In addition,
the Committee:

� Reviews the annual audited and quarterly consolidated financial statements;

� Reviews the Company�s financial reporting process and disclosure and internal controls and
procedures, including major issues regarding accounting principles and financial statement
presentation, and critical accounting policies to be used in the consolidated financial
statements;
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� By delegation to the Chair, reviews earnings press releases prior to issuance;

� Appoints, oversees, and approves compensation of the independent auditor;

� Reviews with the independent auditor the scope of the annual audit, including fees and
staffing, and approves all audit and permitted non-audit services provided by the independent
auditor;

� Reviews findings and recommendations of the independent auditor and management's
response to the recommendations of the independent auditor;
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� Discusses policies with respect to risk assessment and risk management, the Company�s
major risk exposures, and the steps management has taken to monitor and mitigate such
exposures; and

� Reviews compliance with the Company�s business conduct policies.

        The Board of Directors has determined that all Audit Committee members are independent and financially
literate and the Chair of the Committee, Edward M. Liddy, has financial management expertise under the New York
Stock Exchange listing standards. In addition, Mr. Liddy qualifies as �audit committee financial expert� within the
meaning of SEC regulations. The Board has determined that service on more than three other audit committees by
Aulana Peters does not impair her ability to serve effectively on the Company�s Audit Committee because Mrs.
Peters is retired and has the time to devote to her responsibilities and has considerable expertise in audit committee
matters. The charter of the Audit Committee is available at www.3M.com under Investor Relations � Corporate
Governance � Committee Composition and attached as Appendix B to this proxy statement.

Compensation Committee

        The Compensation Committee reviews the Company�s compensation practices and policies, annually reviews
and approves (subject to ratification by the independent directors of the Board) the compensation for the CEO,
annually reviews and approves the compensation for the other senior executives, evaluates CEO performance, and
annually prepares a report on executive compensation for inclusion in the Company�s proxy statement. In addition,
the Committee:

� Approves, subject to ratification by the independent directors of the Board, employment
agreements and severance arrangements for the CEO, as appropriate;

� Approves for the senior executives of the Company (other than the CEO) employment
agreements and severance arrangements, as appropriate; and

� Interprets and supervises the administration of the Company�s stock and long-term incentive
compensation programs, and determines the employees who receive awards and the size of
their awards under such programs.

        The Board of Directors has determined that all Compensation Committee members are �independent� under the
New York Stock Exchange listing standards. The charter of the Compensation Committee is available at
www.3M.com under Investor Relations � Corporate Governance � Committee Composition and attached as Appendix
C to this proxy statement.

Edgar Filing: 3M CO - Form PRE 14A

Compensation Committee 15



Nominating and Governance Committee

        The Nominating and Governance Committee establishes Board membership criteria, assists the Board by
identifying individuals qualified to become Board members, recommends to the Board matters of corporate
governance, facilitates the annual review of the performance of the Board and its Committees, and periodically
reviews CEO and management succession plans. In addition, the Committee:

� Selects and recommends candidates to the Board of Directors to be submitted for election at
the Annual Meeting and candidates to fill any vacancies on the Board, including stockholder
nominees for director (submitted in accordance with the Company�s Bylaws). The Committee
considers all candidates in light of the Board membership criteria adopted by the Board of
Directors;

� Reviews and makes recommendations to the Board of Directors concerning the composition
and size of the Board and its Committees, Board membership criteria, frequency of meetings,
and directors� fees;

� Reviews the Company's Corporate Governance Guidelines at least annually, and
recommends any proposed changes to the Board for approval;

� Develops and recommends to the Board standards to be applied in making determinations on
the types of relationships that constitute material relationships between the Company and a
director for purposes of determining director independence;
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� Develops and recommends to the Board for its approval an annual self-assessment process of
the Board and its Committees and oversee the process; and

� Reviews periodically with the Chairman/CEO succession plans relating to positions held by
elected corporate officers, and makes recommendations to the Board with respect to the
selection of individuals to occupy these positions.

        The Board of Directors has determined that all Nominating and Governance Committee members are
�independent� under the New York Stock Exchange listing standards. The charter of the Nominating and Governance
Committee is available at www.3M.com under Investor Relations � Corporate Governance � Committee Composition
and attached as Appendix D to this proxy statement.

Public Issues Committee

        The Public Issues Committee reviews public policy issues and trends affecting the Company, reviews and
advises with respect to the Company�s environmental, health and safety programs and compliance, human
resources, the corporate contribution program and the 3M Foundation, and reviews and approves the Company�s
response to stockholder proposals relating to public policy issues. In addition, the Committee:

� Monitors the Company's corporate citizenship activities; and

� Offers advice, insights, and makes recommendations regarding policies, programs, actions,
and procedures which will enable this Company to continue to respond appropriately to its
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social responsibilities and the public interest in its business affairs, including such activities
as those related to the environment, human resources, labor, and community relations.

        The Board of Directors has determined that all Public Issues Committee members are �independent� under the
New York Stock Exchange listing standards. The charter of the Public Issues Committee is available at
www.3M.com under Investor Relations � Corporate Governance � Committee Composition and attached as Appendix
E to this proxy statement.

NOMINATION PROCES
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