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Product Distribution Channels

Our products for household use are sold directly, and through wholesalers, to supermarkets, mass merchandisers, drugstores, warehouse clubs, variety and department stores, and other retail outlets.

Products for away–from–home use, including those from Kimberly–Clark Professional and the company’s Health Care and Nonwovens businesses, are sold through distributors and directly to manufacturing, lodging, office building, food service and high–volume public facilities, and health care establishments. 

The Personal Care (Infant Care, Child Care, Infant and Child Wipes, Feminine Care and Adult Care) segment manufactures and markets disposable diapers, wet wipes, training and youth pants, and swimpants; feminine and incontinence care products; and other similar products. Products in this segment are primarily for household use and are sold under a variety of brand names, including Huggies, Pull–Ups, Little Swimmers, GoodNites, Kotex, Lightdays, Depend and Poise.

The Consumer Tissue (Family Care) segment manufactures and markets facial and bathroom tissue, paper towels and napkins, and other similar products for household use. Products in this segment are sold under the Kleenex, Scott, Cottonelle, Viva, Andrex, Scottex, Hakle, Page and other brand names.

The Business–to–Business (Kimberly–Clark Professional, Health Care and Nonwovens) segment manufactures and markets disposable, single–use, health and hygiene products to the away–from–home marketplace. These products include facial and bathroom tissue, paper towels, napkins, wipers, surgical gowns, drapes, infection control products, sterilization wrap, disposable face masks, exam gloves, respiratory products and other disposable medical products. Kimberly-Clark, Kleenex, Scott, Kimwipes, WypAll, Surpass, Safeskin, Tecnol and Ballard are some of our business–to–business brands.

Recycled Wood Fiber and Nonwood Alternatives Used in Kimberly–Clark Products

Identifying ways to reduce our company’s need for virgin fiber remains an important business goal. In 2004, recycled content used overall in Kimberly–Clark products averaged 29 percent, which was roughly the same amount as was used in 2003. (The actual average recycled content for our various business lines is provided below.) We purchased nearly 2 million metric tons of wastepaper, and used approximately 1.3 million metric tons of recycled fiber in our products. (The disparity in the amount of wastepaper purchased and the amount used in our products is due to the estimated 35 percent loss rate, which occurs in the process of converting recovered wastepaper fiber into useable fiber.) Worldwide, our tissue products averaged 35 percent recycled wastepaper fiber content.We used a total of 118,506 metric tons of nonwood sources of fiber in the form of waste sugarcane bagasse, bringing the total nonwood pulp used for all Kimberly–Clark products to 2.7 percent. Sugarcane bagasse is an agricultural waste product and is productively reused in the making of paper products.

The amount of recycled fiber in a Kimberly–Clark product depends on the product’s format and performance requirements. Our commitment to reducing our company’s need for virgin fiber is reflected in the production of recycled–content products. Some Kimberly–Clark tissue products, such as Scott Coreless bath tissue, are made from 45 percent post–consumer recycled fiber, and some paper towel brands, such as Scott Tradition brown towels, contain a minimum 60 percent post–consumer recycled fiber. In North America, Kimberly–Clark manufactures a full line of tissue products that meet the post–consumer waste and total recovered fiber content requirements of the U.S. Environmental Protection Agency’s Paper Products Recovered Materials Advisory Notice and Canada’s Environmental Choice Program.

Our commitment is also reflected in our proprietary manufacturing technologies. Our proprietary uncreped through–air dried (UCTAD) tissue–making technology, for example, reduces the amount of fiber in our products by up to 15 percent, while improving overall strength, softness and absorbency.  
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Suppliers of Virgin Pulp
By the end of 2005, our company requires that all of our suppliers of round wood, woodchips and other forms of fiber, as well as all virgin pulp have their forestry operations certified to one of five internationally recognized forest certification systems. (This includes the certification of their industrial fiber suppliers operations.) As of December 2004, 69 percent of our virgin pulp suppliers had achieved certification of their own forestlands.

To implement and monitor our Sustainable Use of Natural Resources policy Kimberly–Clark manages a global inventory of third–party fiber suppliers, and collects fiber–specific information regarding countries of origin, wood type and information regarding the performance–based forest certification standards that our suppliers have or are in the process of implementing. We began auditing our fiber suppliers in 1996. Our goal is to have all of our top suppliers, those who account for 90 percent of our global fiber purchases, audited by year–end 2005. Following, we plan to conduct these audits on an ongoing basis.

Forestry Management System Certifications Recognized by Kimberly–Clark

1. American Forest & Paper Association’s Sustainable Forest Initiative (SFI); 

2. Canadian Standards Association’s (CSA) National Sustainable Forest Management Standards (NSFMS); 

3. Sistema Brasileiro de Certificacao Florestal (CERFLOR) in Brazil 

4. Forest Stewardship Council Standards (FSC); and, 

5. Program for the Endorsement of Forest Certification Schemes (PEFC). 

Each of these management systems upholds the following generally accepted criteria for sustainable forestry management:

· A commitment to forest regeneration and reforestation. 

· Protection of soil quality, riparian zones and water quality. 

· Protection of ecologically and culturally unique forest areas. 

· Maintenance and conservation of biological diversity. 

· Stakeholder consultation and public reporting. 

· Continuous improvement in forestry practices. 

Sustainable Use of Natural Resources (Adopted 1991)
It is the policy of Kimberly–Clark to conduct its businesses with a sincere and proper regard for the need to sustain natural resources. For the purposes of this policy, natural resources shall include fiber and other materials used in the manufacture of corporate products and in providing corporate services.

It is the intent of this policy to:

· Use sustained yield forestry practices so that lands continue to provide a source of fiber for corporate products and an attractive natural habitat. 

· Use virgin pulp produced in high yield processes as well as recycled fiber in products and packaging consistent with product performance and customer requirements. 

· Encourage vendors to follow responsible environmental practices by considering such practices in the vendor selection process. 

Third-Party Manufacturers
Kimberly–Clark is striving to ensure that those with whom we contract for particular types of manufacturing have sound environmental management systems in place. In 2004, we developed environmental screening criteria and a process for prequalifying manufacturers. Through an electronic questionnaire to prospective manufacturers, we now evaluate a company’s environmental risks. We gather information about manufacturers’ main environmental aspects, risk management practices, compliance performance and litigation, and manufacturers’ abilities to meet their environmental obligations. In 2005, we will be working to expand our approach by developing supplier and third–party manufacturing sourcing standards, which include, environmental, labor, quality and safety standards.

2004 Environmentally and Socially Beneficial Innovations
In 2004, a number of new and improved products resulted from our focus on customer, shopper and user insights, including:

Scottfold Towels – Introduced by our Kimberly–Clark Professional business, Scottfold towels dispense one at a time and feature improved absorbency, enabling people to use fewer towels and generate less waste. This innovative new product contributed to Kimberly–Clark Professional’s 6 percent volume gain in North America in 2004.

Kleenex Brand Anti–Viral Tissue – This tissue features a specially formulated middle layer that traps and kills 99.9 percent of five of the most common cold and flu viruses within 15 minutes of contact with the tissue. Research studies showed that 90 percent of consumers surveyed said they would be interested in buying this product, as well as recommending it to others. Just three months after the launch of Kleenex Anti–Viral tissue, the product captured 5 percentage points of market share in the United States.

Kimberly–Clark Child’s Face Mask – This first–ever child’s face mask was designed to provide a comfortable protective face mask for children three years and older, filling a previously unmet need. In the past, parents have had to protect children with ill–fitting adult–sized masks. The child’s face mask has a variety of uses, including protecting hospitalized children with weakened immune systems, as well as those who may be living or traveling in areas subject to airborne viruses. Early success of the Kimberly–Clark child’s face mask helped Kimberly–Clark’s Health Care business grow sales volumes by 8 percent in 2004.

Educating Pediatricians About the Benefits of Disposable Diapers, India
Kimberly–Clark Lever Limited in Pune, India, is a 50–50 joint venture formed a decade ago by Kimberly–Clark and Unilever, India, to manufacture and sell disposable diapers and feminine care products. Huggies diapers are manufactured at the Pune facility, which is approximately 100 miles east of Bombay. The company launched Huggies diapers in India soon after the joint venture was formed, and today Huggies reports a 70 percent share in the infant care category. The India infant care market, however, still remains an emerging category, characterized by low diaper penetration and usage.

In 2002, the Huggies marketing brand team embarked on a pilot Pediatrician Program to raise physician’s awareness – and indirectly, parental awareness – about the benefits of disposable diapers in promoting healthy baby skin. Prior to the launch of this program, diapering as a topic in pediatric journals, panel discussions, seminars and conferences had been almost nonexistent.

Last year, the team continued to build on this program through the PEDACAD (Pediatrician Academics) and PEDIA (Parent Education and Information and Awareness) programs. PEDACAD is geared toward leveraging advertorials and articles placed in pediatric journals. Additionally, Huggies team leaders sponsor and participate in medical conferences and seminars using established hospital programs for continuing medical education.

The PEDIA program is a joint effort run by both the Huggies team and Fisher–Price ®. The program is aimed at building positive and strong brand imagery for our products, and directs its awareness raising efforts at more than 350 pediatric clinics across India. Thus far, PEDIA has helped to promote disposable diapering discussions between pediatricians and parents through the construction of Huggies and Fisher–Price play areas in clinic waiting rooms, which also make available diapering information leaflets and baby care booklets.

 ® Fisher-Price is a trademark of Mattel, Inc.
Environmental Policy and Organization 

In 1990, Kimberly–Clark established our overarching Fundamental Policy on Environmental Protection and Concern to instill a positive environmental ethic and a structured approach to environmental compliance and performance management. This policy applies to all of our wholly owned operations and equity facilities, including joint ventures.

Kimberly–Clark’s Corporate Environment and Energy group develops and oversees corporate environmental policy and programs for operations worldwide. Regional environmental staffs in Europe, Asia, Australia, South and Central America and Mexico coordinate our environmental efforts globally. Each of our facilities is equipped with an environmental coordinator who provides the facility team with environmental expertise.

On a technical level, Kimberly–Clark’s Environmentally Sustainable Technologies group is charged with delivering environmental intelligence, and designing biodegradable and sustainable products, technologies and materials. The team is the driving force behind many of the environmental patents we received in 2004, which included compostable, flushable and biodegradable products and technologies.

Kimberly–Clark has also assembled teams to continuously manage issues of key environmental importance, such as forestry and carbon emissions management. For example, our Environment Action Team, which consists of senior corporate and business leaders, continuously reviews and strengthens our sustainable forestry policies and practices. The European Union Emissions Trading Scheme (E.U. ETS) Management Committee follows developments in the E.U. ETS. The Committee helps ensure compliance by tracking facility carbon emissions, advising facilities on carbon emissions issues, compiling a European carbon balance, supporting future emissions trading, identifying other necessary actions and making recommendations to senior leaders.

 Fundamental Policy on Environmental Protection and Concern (Adopted 1990)
It is the policy of Kimberly–Clark to conduct its affairs with a sincere, balanced and proper regard for the environment. The company will at all times keep in effect appropriately updated specific policies on environmental matters such as, but not limited to:

· Environmental assessment measures and control procedures. 

· Sustainable use of natural resources. 

· Reduction and disposal of waste. 

· Use of energy. 

· Safety of the company’s products and services. 

It is the intent of this Fundamental Policy to cause to exist throughout the company and among the people serving it, a proper environmental ethic, which is and will always be a part of our culture.

Compliance

Our Environmental Control Team oversees the Corporate Environmental Inspection (CEI) program. As part of this internal audit program, an annual or biannual onsite review is performed of applicable local environmental compliance requirements; the program also enables Kimberly–Clark to keep pace with generally accepted good environmental practices.

Since 1991, Kimberly–Clark has adhered to a formal Compliance Policy. This policy clearly establishes our goal to maintain environmental assessment measures and control procedures in product and process design, and in ongoing operations. All facilities must comply with all corporate environmental policies, as well as the laws, regulations and permit requirements for the countries in which they are located. In many countries, Kimberly–Clark’s corporate environmental standards are more stringent than the applicable regulatory requirements.

Our company monitors compliance through periodic audits: Kimberly–Clark tissue facilities are inspected annually and our personal and health care products manufacturing facilities, biannually. In 2004, the Environmental Control Team conducted environmental inspections at 105 facilities in 38 countries. Similar to our performance in 2003, the majority of the facilities inspected in 2004 received the most favorable rating of “well controlled”. In 2004, we implemented more stringent requirements for the attainment of “well controlled” status. Beyond compliance, the facilities had to meet their Vision 2005 targets, or have a detailed plan to meet these targets by the end of 2005.
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“Well Controlled” refers to facilities that were in compliance with all substantive legal requirements, Vision 2005 objectives and all corporate standards, and had no other outstanding issues from previous inspections. “Satisfactorily Controlled” refers to facilities that generally follow sound environmental practices and have plans in place to meet all Vision 2005 requirements. Facilities rated “Not Well Controlled” are those that were, in some manner, not in compliance with all applicable legal or corporate requirements and have not developed a plan to achieve compliance

 Compliance Policy (Adopted 1991)
Kimberly–Clark is committed to protecting the biosphere by ensuring that environmental assessment measures and control procedures are maintained and followed in product and process design and in ongoing operations. This policy will be implemented through:

· Adherence to legal requirements protecting the biosphere. 

· Development of and adherence to an environmental plan, which considers the total product development process from design to product use and disposal. 

· Periodic audits at all manufacturing facilities. 

Compliance Performance
In 2004, Kimberly–Clark received a total of three enforcement actions (EAs) for three facilities located in two countries with fines totaling $8,000. In each instance, measures were promptly taken to remedy the noncompliance. An enforcement action is a noncompliance incident for which a governmental agency issued a notice of noncompliance and, in some cases, a fine.
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2004 Global Environmental Enforcement Actions
Enforcement actions were recorded at the following sites. This list does not include all communications between governmental agencies and facilities during 2004.

United Kingdom
Northfleet Facility, Kent : In 2004, the United Kingdom’s Environment Agency notified the Northfleet facility regarding fugitive dust emissions. The emissions were caused by paper dust, which had been emptied into a vacuum system designed to collect plastic packaging. To prevent recurrence, the facility adopted a new Standard Operating Procedure and the vacuum lines were clearly labeled. The EA issued a formal warning to the facility that recognized the facility had implemented remedial actions to prevent future occurrences.

United States
Chester Facility, Pennsylvania : In April 2004, the Chester facility received a Notice of Opportunity to Accept Settlement or Show Cause from the U.S. Environmental Protection Agency regarding the facility’s 2000/2001 Toxics Release Inventory (TRI) submittals. Although the facility had submitted its TRI reports in a timely manner, the facility had not properly estimated total emissions of two reportable trace chemicals contained in its #2 fuel oil. The facility made a $5,000 settlement payment.

Loudon Facility, Tennessee, United States : In December 2004, the Loudon facility received a Notice of Violation from the Tennessee Department of Environment and Conservation (TDEC) for excess volatile organic compound (VOC) emissions from its wastewater treatment plant in July 2004. While the facility was well within its overall site–wide VOC limits, a calculated limit for VOC from the wastewater treatment plan was exceeded. In June 2005, TDEC issued a Proposed Order and Assessment of Civil Penalty in the amount of $3,000, which Kimberly–Clark expects to pay.

Vision 2005 Objectives for Environmental Performance Improvement

Vision 2005 establishes operational performance targets for year-end 2005, with a baseline measurement goal from the year 2000.

· Implement an Environmental Management System (EMS) consistent with ISO 14001 at each manufacturing facility. 

· Energy–Efficiency Objective: Achieve world–class process energy–efficiency benchmarks for each manufacturing process. 

· Fresh Water–Use Reduction Objective: Reduce the amount of process water we use in our tissue operations to levels of 30 cubic meters per metric ton of product produced. 

· Packaging and Waste Reduction Objective: Achieve a 10 percent reduction in total transport and final product packaging for each business while working toward recycling 100 percent of Kimberly–Clark’s nonhazardous solid waste from manufacturing operations. 

Performance Management Tool: The Fuel and Energy Cost and Consumption Report
Our corporate organization collects and analyzes data for worldwide performance using the Fuel and Energy Cost and Consumption Report (FECCR). In 2004, we made this form Web–based, which streamlined and simplified the data–collection process, saving time and costs, and enhancing accuracy. All Kimberly–Clark facilities use this Web–based form to report on the consumption and cost of energy and water, solid waste management, and the amount of manufacturing and converting production. We also developed a system for tracking facility carbon dioxide emissions, which has been incorporated into the FECCR.

Polymers and Pulp: The Primary Materials Used in Our Products

Overview
Most Kimberly–Clark products are manufactured from natural or synthetic fibers using advanced technologies in fibers, nonwovens and absorbency.

Super–absorbent materials are important components in disposable diapers, training and youth pants, and incontinence care products. Polymers, like polypropylene, and other synthetic materials are the primary components for manufacturing nonwoven fabrics. These polymers are principally derived from petroleum, and most are purchased from third–party suppliers.

Cellulose fiber, in the form of virgin pulp, or recycled fiber from recovered pulp, is the primary raw material for our tissue products, and is also an important component in disposable diapers, training pants, feminine pads and incontinence care products. Any cellulose fiber contained in our consumer products is either harvested from sustainably managed forestlands or derived from pre– and post–consumer wastepaper.

Polymer Purchasing and Reclamation Strategy
Kimberly–Clark sources polymers from suppliers based on pricing, technology, customer service, and vendor environmental performance. To reduce the amount of polymers we purchase, our company embarked on a strategy to convert much of our nonwovens waste into polymer pellets for reuse in the manufacture of our products. As of 2004, we were converting 50 percent of our nonwovens waste for this purpose; the waste that was not reused continues to be sold to other external customers for use in product manufacture. This strategy has proven beneficial from both an environmental and economic perspective, given the rising costs of petroleum–based materials.

Our goal is to continue to increase the amount of reclaimed material in our products and use the reclaimed polymers to their highest and best use. Currently, the limitations for using more reclaimed polymers in our products include technical capability and limited reclaim assets. Additionally, the Environmentally Sustainable Technologies group is collaborating with our global Nonwovens business to research the viability of using biodegradable, natural and recycled polymers in our products.
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Global Fiber Purchased, Policies and Programs
With the spin–off of our North American paper and Canadian pulp operations in the fourth quarter 2004, Kimberly–Clark no longer owns or manages forestlands anywhere in the world, and approximately 90 percent of our pulp is sourced from third–party suppliers. We produce the remainder internally. Recycled fiber accounts for 29 percent of our overall fiber purchases.
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Pulp Bleaching Practices
Based on consumer preferences, all of Kimberly–Clark’s white tissue products are bleached to add whiteness, softness and strength. The wood pulp used in manufacturing our products is bleached and purified using a number of different chemicals. Kimberly–Clark wholly owns two pulp facilities in Tantanoola, Australia, and Everett, Washington, United States. The Australian facility uses totally chlorine free (TCF) bleaching technology, and the U.S. facility uses elemental chlorine free (ECF) bleaching technology.


A Proven Commitment to Sustainable Forestry Practices 

Kimberly–Clark has a proud history of sustainable forestry practices and adheres to one of the most progressive forestry policies in the tissue industry. In 1991, we established our Corporate Policy on Sustainable Use of Natural Resources. Since that time, we have been continuously improving our efforts to influence the practice of sustainable forestry on a global level through our suppliers.

Our corporate policy prohibits the use of wood fiber from virgin rainforests or from designated ecologically significant old growth areas, including mixed hardwood forestlands in Indonesia; temperate rainforests in coastal British Columbia, Canada; and designated areas in Canada’s Boreal Forest.

As part of this commitment, Kimberly–Clark has been actively involved in the Ontario Living Legacy Land Use Strategy since 1999. This program’s intent is to establish 378 new protected areas in the Canadian province.

Less than 15 percent of the fiber we use globally is sourced from the Canadian Boreal Forest. This small percentage of Boreal fiber is harvested responsibly and promptly reforested, and is not sourced from old growth areas within the forest designated as “ecologically significant”. Based on Canadian Forest Service data and the Canadian Boreal Initiative estimates, our global use of Boreal fiber represented only 3.5 percent of the pulp and 1.3 percent of all forest products (lumber, pulp and newsprint) produced from the Boreal region. The vast majority of the fiber we purchase from the Canadian Boreal Forest (a total of 541,000 metric tons) comes from residual waste, sawdust and chips from the lumber–production process.

To continuously review and strengthen our sustainable forestry policies and practices, Kimberly–Clark established the Environment Action Team, a team that consists of senior corporate and business group members.

Sustainable Use of Natural Resources (Adopted 1991)
It is the policy of Kimberly–Clark to conduct its businesses with a sincere and proper regard for the need to sustain natural resources. For the purposes of this policy, natural resources shall include fiber and other materials used in the manufacture or corporate products and in providing corporate services.

It is the intent of this policy to:

· Use sustained yield forestry practices so that lands continue to provide a source of fiber for corporate products and an attractive natural habitat. 

· Use virgin pulp produced in high yield processes as well as recycled fiber in products and packaging consistent with product performance and customer requirements. 

· Encourage vendors to follow responsible environmental practices by considering such practices in the vendor selection process. 

A Condition for Doing Business: Forest Certification Systems for Our Suppliers
With approximately 90 percent of our pulp now sourced through third–party suppliers, influencing their behavior through Kimberly–Clark’s purchasing policies and decisions is an important way that we promote sustainable forestry worldwide.

By the end of 2005, all of our suppliers of round wood, woodchips and other forms of fiber, as well as all virgin pulp are required to be certified to one of five internationally recognized forest certification systems. (This includes the certification of the operations of their industrial fiber suppliers.) In 2004, 69 percent of our virgin pulp suppliers had achieved certification of their own forestlands.

To implement and monitor our policy, Kimberly–Clark manages a global inventory of third–party fiber suppliers, and collects fiber–specific information regarding countries of origin and wood type, as well as information regarding the performance–based forest certification standards that our suppliers have or are in the process of implementing. We also began auditing our fiber suppliers in 1996. Our goal is to have all of our top suppliers, those who account for 90 percent of our global fiber purchases, audited by year–end 2005. We plan to conduct these audits on a continuing basis.

Forestry Management System Certifications Recognized by Kimberly-Clark:
1. American Forest & Paper Association’s Sustainable Forest Initiative (SFI); 

2. Canadian Standards Association’s (CSA) National Sustainable Forest Management Standards (NSFMS); 

3. Sistema Brasileiro de Certificacao Florestal (CERFLOR) in Brazil 

4. Forest Stewardship Council Standards (FSC); and, 

5. Program for the Endorsement of Forest Certification Schemes (PEFC) in Europe. 

Each of these management systems upholds the following generally accepted criteria for sustainable forestry management:

· A commitment to forest regeneration and reforestation. 

· Protection of soil quality, riparian zones and water quality. 

· Protection of ecologically and culturally unique forest areas. 

· Maintenance and conservation of biological diversity. 

· Stakeholder consultation and public reporting. 

· Continuous improvement in forestry practices. 

Certified Fiber Purchased by Kimberly–Clark
Kimberly–Clark and our equity companies used 3.1 million metric tons of virgin wood pulp in 2004, of which approximately 72 percent was from certified forestlands. The following provides an overview of the type and amount of certified fiber we purchased worldwide in 2004.
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1. American Forest & Paper Association’s Sustainable Forest Initiative (SFI), 

2. Canadian Standards Association’s (CSA) National Sustainable Forest Management Standards (NSFMS), 

3. Sistema Brasileiro de Certificacao Florestal (CERFLOR) in Brazil, 

4. Forest Stewardship Council Standards (FSC), 

5. Program for the Endorsement of Forest Certification Schemes (PEFC) in Europe. 

6. “Other” certification schemes include the Australian Forestry Scheme and the CertforChile Forest Certification Scheme. 

Funds for Forestry Research
In 2004, Kimberly–Clark donated $10,000 to NatureServe, a nonprofit organization that develops computer models for mapping high conservation value forest areas.

