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Dear Ms. Winchester:

This is in response to your December 18, 2006 letter concerning the shareholder
proposal submitted to Kimberly-Clark by Domini Social Investments; the Basilian
Fathers of Toronto; Calvert Asset Management Company, Inc.; the Camilla Madden -
Chantable Trust; Green Century Capital Management, Inc.; the Milwaukee Province of
the School Sisters of Notre Dame; and Vanderryn Trading Corporation and Vanderryn. .
International Inc. Qur response is aftached to the enclosed photocopy of your .
correspondence. By doing this, we avoid having to recite or summarize the facts set forth
in the correspondence. Copies of all of the correspondence also will be provided to the
proponents. '

In connection with this matter, your attention 1s directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder
proposals. '
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| ‘ Sincegely,
JAN 2 4 2007 iz E :
- David Lynn: :
Chief Counsel '
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Domini Social Investments ANCIAL
536 Broadway, 7th F1

New York, NY 10012-3915
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Margaret Weber :
Corporate Responsibility Director
Congregation of St. Basil
Basilian Fathers of Toronto
15015 Piedmont

Detroit, MI 48223

Stu Dalheim

Manager, Advocacy and Policy

Calvert Asset Management Company, Inc.
Calvert Group, Ltd.

4550 Montgomery Avenue

Bethesda, MD 20814

Margaret Weber

Representative for the Camilla Madden Charitable Trust
Coordinator of Corporate Responsibility

Adrian Dominican Sisters

1257 E. Siena Hts. Drive

Adrian, MI 49221

Andrew Shalit

Director of Shareholder Advocacy
Green Century Capital Management, Inc.
114 State Street, Suite 200

Boston, MA 02109

Timothy P. Dewane, Director

Office of Global Justice & Peace

Milwaukee Province of the School Sisters of Notre Dame
13105 Watertown Plank Road

Elm Grove, WI 53122-2291

Jack Vanderryn

President _

Vanderryn Trading Corporation
Vanderryn Intemational Inc.
8112 Whittier Boulevard
Bethesda, MD 20817
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Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
100 F Street, N.E. s
Room 1580 ,
Washington, D.C. 20549 o

Le:llld &) s

RE: Kimberly-Clark Corporation: Stockholder Proposal Submitted by Domini Social
Investments

Ladies and Gentlemen:

On November 13, 2006, Kimberly-Clark Corporation (the “Company” or
“Kimberly-Clark™) received a proposed stockholder resolution (the “Proposal”) from Domini
Social Investments, the manager of a family of funds (the “Proponent”) for inclusion in the proxy
materials to be distributed in connection with the Company’s 2007 Annual Meeting of
Stockholders (the “Proxy Materials”). The Basilian Fathers of Toronto, Calvert Asset
Management Company, Inc. on behalf of four Calvert mutual funds, the Camilla Madden
Charitable Trust, Green Century Capital Management, Inc., the Milwaukee Province of the
School Sisters of Notre Dame, Vanderryn Trading Corporation and Vanderryn International, Inc.
joined in the submission of the Proposal (together with the “Proponent”, herein referred to as the
“Proponents™). The Proposal calls for the Board of Directors of Kimberly-Clark “to prepare a
report, at reasonable cost and omitting proprietary information, by November 1, 2007, assessing
the feasibility of phasing out our company’s use of non-FSC certified fiber within 10 years.” A
copy of the Proposal and the accompanying supporting statement are enclosed herewith as
Exhibit A.

The Company presently intends to exclude the Proposal and supporting statement from
the Proxy Materials pursuant 1o Rule 14a-8(i}(10) under the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), which authorizes the omission of a proposal if it has been
substantially implemented. On behalf of the Company, we are writing to respectfully request
that the staff of the Division (the “Staff”) confirm that it will not recommend any enforcement
action against the Company if it does so. We have been advised by the Company as to the
factual matters set forth herein.
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In accordance with Rule 14a-8(j) under the Exchange Act, the undersigned, on behalf of
the Company, hereby files six copies of this letter, together with the exhibits hereto. We are also
sending a copy of this letter to the Proponents as notice of the Company's intention to omit the
Proposal from its Proxy Materials. The Company plans to file its definitive Proxy Materials with
the Commission on or after March 9, 2007. We respectfully request that you advise the
Company with respect to the Proposal at your earliest convenience.

The Proposal has been Substantially Implemented by the Company

Rule 14a-8(i)(10) provides that a proposal may be omitted if “the company has already
substantially implemented the proposal.” We submit that the Proposal is excludable from the
Company’s Proxy Materials pursuant to Rule 14a-8(i)(10) because the Proposal requests the
preparation of a report “assessing the feasibility of phasing out our company’s use of non-FSC
certified fiber within 10 years.”

The proposal is substantially the same as a sharcholder proposal submitted to
Kimberly-Clark last year. Kimberly-Clark submitted a no-action letter request in connection
with last year’s proposal, primarily arguing that the proposal had been substantially implemented
through Kimberly-Clark’s monitoring of the sources of the fiber used in its products, and the
annual publishing of the Company’s sustainability report, which includes statistical information
regarding the percentage of the Company’s fiber purchases that are certified by the various
certification schemes, as well as detailed information regarding the Company’s use of recycled
fiber in various products. The Staff was unable to concur with that request. Kimberly-Clark
(available January 30, 2006). At the 2006 annual meeting, the proposal was supported by less
than 7.6% of the votes cast.

Kimberly-Clark has a long history of dedication to responsible use of natural resources
and is committed to the promotion of sustainable forestry. To that end, Kimberly-Clark has
engaged Hawkins Wright, an independent consulting firm and leading independent expert for
market pulp supply data, to assess the availability of Forest Stewardship Council (“FSC”)
certified fiber in areas where the Company purchases its wood fiber, and the feasibility of the
Company phasing out its use of non-FSC certified fiber within 10 years.

The engagement letter entered into between the Company and Hawkins Wright is
attached hereto as Exhibit B. Please note that the Company has paid Hawkins Wright half of the
total amount to be paid under the engagement Ietter, pursuant to the terms thereof. The scope of
the study will include:

1. Pulp producers’ plans, by company and by region, for seeking or continuing FSC
certification during the next 10 years. Where appropriate, Hawkins Wright will assess the
likelihood of these plans being achieved and, consequently, the quantity of wood fiber, by grade
and in the regions in which Kimberly-Clark currently purchases its wood fiber, that is likely to
be FSC-certified and available for purchase by Kimberly-Clark for each of the next 10 years.
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2. Factors which constrain the adoption of FSC certification in different regions,
focusing specifically on the regions from which Kimberly-Clark currently sources its fiber.

3. A discussion of potential impacts of significantly revising the FSC criteria for
certifying tree plantations, which FSC currently is considering, on availability of FSC-certified
fiber in the future.

4. A discussion of the FSC labels or standards for FSC-certified fiber, focusing on the
differences between (i) the label for pure (100%) FSC-certified, which relates 1o fiber derived
from FSC-certified forests or plantations, and (ii) the label for FSC-mixed material, which relates
to a mixture of fiber derived from FSC-certified forests or plantations and fiber derived from
sources meeting FSC chain of custody or controlled wood standards.

5. A discussion of the ability of non-governmental organizations and other certifying
bodies to influence the availability of FSC-certified fiber in the future.

6. A discussion of the ability of a tissue manufacturer, comparable in size to Kimberly-
Clark, to influence fiber market suppliers to increase the availability of FSC-certified fiber in the
future.

Kimberly-Clark intends to make the results of the study, including an asscssment of the
feasibility of phasing out the Company’s use of non-FSC certified fiber within 10 years,
available to its stockholders well ahead of the November 1, 2007 deadline included in the
Proposal. The engagement letter requires that an initial report be delivered to Kimberly-Clark by
February 15, 2007, and a final report be delivered by March 1, 2007.

The Company believes that its engagement of Hawkins Wright to prepare the feasibility
study and the Company’s commitment to make the results of the study, including an assessment
of the feasibility of phasing out the Company’s use of non-FSC certified fiber within 10 years,
available to its stockholders, as described above, substantially implements the Proposal and the
Proposal may therefore be excluded from the Proxy Materials for the Company’s 2007 Annual
Meeting under Rule 14a-8(i)(10).

Public Availability of Information

Kimberly-Clark highlights its dedication to sustainable forestry on its website. A link to
its complete 2005  sustainability report  (available at  htip://www kimberly-

clark.com/pdfs/2005SustainabilityReport.pdf) is prominently displayed or its home page
(www.kimberly-clark.com). This report includes statistical information regarding the percentage
of the Company’s fiber purchases that are certified by the various certification schemes, as well
as detailed information regarding the Company’s use of recycled fiber in various products.
Furthermore, Kimberly-Clark routinely responds to inquiries from stockholders, public interest
groups and other concerned citizens explaining the Company’s policies and practices regarding
the source of the fiber it uses.
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As noted above, Kimberly-Clark intends to make the results of the Hawkins Wright
report available to its stockholders. The Company also intends to publish on its website its 2006
sustainability report prior to the 2007 Annual Meeting and plans to continue reporting on its
FSC-certified fiber purchases annually in its sustainability reports.

Representatives of Kimberly-Clark met in person with representatives of the Proponent
on November 11, 2006 and via telephone on November 28, 2006 to discuss their concerns, and
have previously met with other stakeholders regarding the Company’s sustainability policies and
practices.

Prior Decisions by the Staff

Although Kimberly-Clark believes it has already implemented the action requested by the
Proponents, a company need not implement a proposal precisely to rely on Rule 14a-8(i)(10).
SEC Release No. 34-20,091 (August 16, 1983). The Staff has consistently taken the position
that shareholder proposals that implicate a company’s environmental policies have been
substantially implemented because of the subject company’s existing practices. In International
Business Machines Corporation (January 31, 1994), for example, the Staff concluded that a
proposal requiring the company to adopt an environmental policy had been substantially
implemented because of the company's existing practices. The Staff has also permitted the
exclusion of a proposal that required the issuance of an annual sustainability report because the
company already issued a Corporate Responsibility Report and updated it at least annually.
(ConAgra Foods, Inc., May 20, 2003).

The Company respectfully submits that it has substantially implemented the Proposal,
because it has engaged Hawkins Wright to prepare a report substantially the same as the report
required by the Proposal, within the requested deadline, which Kimberly-Clark will make
available to its stockholders. Therefore, the Proposal properly may be omitted under Rule 14a-

8(i)(10).

Conclusion

On the basis of the foregoing, the Company intends to exclude the Proposal from the
Proxy Materials in reliance on Rule 14a-8(i}(10). On behalf of the Company, we request that the
Staff confirm, at its earliest convenience, that it will not recommend enforcement action if the
Company does so.
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Please acknowledge receipt of this letter by stamping one of the enclosed copies and
returning it to the messenger, who has been instructed to wait. Should the Staff disagrec with the
Company’s position, we would appreciate an opportunity to confer with the Staff prior to the
issuance of its response. If you have any questions regarding this matter, please contact the
undersigned at 214-740-8615.

Best regards,
Pbbuwia 77 Wsi ctrprlec
Melissa M. Winchester

cc:  Timothy C. Everett, Kimberly-Clark Corporation

Enclosures
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Kimberly-Clark is a leader in the global forest products industry and the world’s largest manufacturer of tissue
products, using more than 3 million metric tons of virgin fiber, annually.

Kimberly-Clark sources 22% of its virgin wood pulp from Canada’s Boreal forest, the lasgest remaining ancient
forest left in North America. As one of the world’s largest storehouses of carbon, preservation of the Boreal is
critical to mitigating climate change. The Boreal is home to nearly 50% of North America’s bird species and
contains the largest remaining populations of woodland caribou and wolverines.

Our company has publicly stated that its “corporate policy prohibits the use of wood fiber from virgin
rainforests or from designated ecologically significant old growth areas, including ... temperate rainforests in
coastal British Columbia.” Greenpeace recently reported that our company sources fiber from the coastal
temperate rainforests of British Columbsia, in violation of this policy. In response, Kimberly-Clark now
acknowledges that it has "overstated™ its actual practices.

Kimberly-Clark can ensure access to a sustainable supply of fiber by requiring supplicrs to adhere to the Forest
Stewardship Council (FSC) certification system. FSC is the only independent forest certification system in the
world accepted by the conservation, aboriginal and business communities. FSC is the world’s largest and fastest
growing certification system, by hectares.

One-half of the certified fiber procured by Kimberly-Clark is certified to the Sustainable Forest Initiative,
developed by the American Forest & Paper Association, a forest industry trade association. Credibility is the
most important criterion for the selection of any certification scheme.

Our company required all of its global fiber suppliers to adhere to one of five forest certification systems by the
end of 2005, a goal it has yet to meet. By accepting virtually every available standard, our company fails to set
any standard at all.

Major banks, including JP Morgan Chase and Bank of America, have policies limiting or prohibiting investment
in companies that negatively impact ancient forests. JP Morgan Chase’s environmental policy expresses a
preference for FSC certification when financing forestry projects.

RESOLVED: Shareholders request the Board to prepare a report, at reasonable cost and omitting proprietary
information, by November 1, 2007, assessing the feasibility of phasing out our company’s use of non-FSC
certified fiber within 10 years.

Supporting Statement:

Proponents believe that our company’s current practices present serious risks to long-term shareholder value.
Kimberly-Clark should develop policies to ensure a long-term sustainable supply of raw materials and mitigate
reputational risks by procuring fiber certified using credible standards.

We believe a thorough feasibility study should discuss the Company’s goals and timeframes with respect to:

e Increasing the use of FSC~certified fiber with the goal of phasing out virgin fiber certified by less
credible certification schemes; and

* Increasing the use of recycled fiber in both consumer and commercial products as a means to reduce
reliance on virgin materials.

The study should consider Kimberiy-Clark’s role in the marketplace, and assess the potential impact of
Kimberly-Clark’s purchasing practices on the availability of FSCertified fiber.




Exhibit B

€ Kimberly-Clark

Hawkins Wright Ltd.
5 Dukes Gate
Acton Lane
Chiswick

London W4 5DX
United Kingdom

Re: Feasibility Study for Kimberly-Clark Corporation
Regarding Fiber Certified by the Forest Stewardship Council

Dear Sirs:
Kimberly-Clark Corporation (“Kimberly-Clark”} desires to assess the:

1. Availability of wood fiber from suppiiers certified under the Forest Stewardship
Council (*FSC") certification scheme in the areas in which Kimberly-Clark
purchases wood fiber for use in its products; and

2. Feasibility of Kimberly-Clark phasing out its use of non-FSC certified fiber within
the next t0 years.

Kimberly-Clark has requested that Hawkins Wright Ltd. (the “Company”) conduct a study
assessing the feasibility of Kimberly-Ciark phasing out its use of non-FSC certified fiber
within 10 years (the “Study”) and prepare a report with respect to the Study (the
“Report’). The purpose of this letter agreement (the “Agreement”) is to set forth the
agreement of the parties regarding the Study and the Report, including the scope,
methodology and timing.

Scope of Study and Report
The Study and the Report will cover the following topics:

« Pulp producers’ plans — by company and by region — for seeking or
continuing FSC certification during the next 10 years. Where appropriate, the
Company will assess the likelihood of these plans being achieved and,
consequently, the quantity of wood fiber, by grade and in the regions in which
Kimberly-Clark currently purchases its wood fiber, that is likely to be FSC-
cerlified and available for purchase by Kimberly-Clark for each of the next
10 years.

e Factors which constrain the adoption of FSC certification in different regions,
focusing specifically on the regions from which Kimberly-Clark currently
sources its fiber.

Kimberiv-Clark Cornoration TR TUSTeT . T Taane FROCT AINN




« Adiscussion of potential impacts of significantly revising the FSC criteria for
certifying tree plantations, which FSC currently is considering, on availability
of FSC-cenrtified fiber in the future.

+ A discussion of the FSC labels or standards for FSC-certified fiber, focusing
on the differences between (i) the label for pure (100 percent) FSC-certified,
which relates to fiber derived from FSC-certified forests or plantations, and
(i) the label for FSC-mixed material, which relates to a mixture of fiber
derived from FSC-certified forests or plantations and fiber derived from
sources meeting FSC chain of custody or controlled wood standards.

» A discussion of the ability of non-governmental organizations ("NGOs") and
other certifying bodies to influence the availability of FSC-certified fiber in the
future,

« A discussion of the ability of a tissue manufacturer, comparable in size to
Kimberly-Clark, to influence fiber market suppliers to increase the availability
of FSC-certified fiber in the future.

The Report also will include an executive summary, omitting any proprietary information,
which will:

1. State the Company's conclusions regarding the feasibility of Kimberly-Clark
phasing out its use of non-FSC fiber within the next 10 years; and

2. Set forth the relevant facts, calculations and judgments upon which its
conclusions are based.

Methodology

In preparing the Report, the Company primarily will use information in the public domain,
including company reports, environmentai statements, government and NGO reports
etc., supplemented by the Company’s personal knowiedge of the subject matter of the
Study. Kimberly-Clark will provide the Company with non-public information regarding
the location and quantities of its expected pulp sourcing.

Where necessary the Company will use its contacts to gather additional company
information. The Company will not disclose any proprietary information provided in
confidence although the Company may use this information when drawing its
conclusions.

Timing and Costs

The Company will complete the Study and deliver the initial Report to Kimberly-Clark by
February 15, 2007. The Company will deliver the final Report to Kimberly-Clark by
March 1, 2007. The fee for the Study will be payable in pounds sterling as set forth in a
separate agreement between the parties. Fifty percent of the fee will be invoiced when
this Agreement has been executed by the parties and fifty percent will be payable when
the Report is delivered.




It is anticipated that the Study will be based entirely on desk research. If fieldwork is
required to complete the Study, any international travel and subsistence expenses will
be charged to Kimberly-Clark at cost. No such fieldwork will be undertaken without prior
written approva! of Kimberly-Clark.

Confidentiality

The Company may be exposed to information which Kimberly-Clark regards as
proprietary and confidential. Therefore, the company agrees that all information which it
receives from Kimberly-Clark regarding Kimberly-Clark or its businesses (the
“Information®) shall be received and held in confidence, subject to the terms of this
Agreement, unless otherwise exempted herein.

1. Information may be disclosed to or otherwise received by the Company in
electronic, written, physical, visual or oral form. The Company agrees (a) to
maintain all Information in strict confidence and to use such Information solely for
the purposes of performing its obligations under this Agreement; (b) to limit
dissemination of such Information to the Company’s employees on a need-to-
know basis and to inform such employees of the existence of this Agreement
and its applicability to them; and (c) to consult with Kimberiy-Clark prior to
publishing or disseminating any advertising, promotion, or other printed material,
participating in seminar/symposia presentations or any other activity which would
disclose that the Company's business relationship with Kimberly-Clark and/or
any details of that relationship. Notwithstanding the foregoing, it is understood
that the Company may disclose to pulp producers which it contacts for
information in connection with the Study that the Study is for Kimberly-Clark.

2. The foregoing obligations of confidentiality and nonuse shall not apply to
Information which the Company can document: (a) at the time of disclosure by
Kimberly-Clark was generally known to the public or, after such disclosure,
became generally known to the public other than by a breach of this Agreement
by the Company; (b) was already in the Company’s possession at the time of
such disclosure and was not acquired directly or indirectly from Kimberly-Clark;
or (c) was later received on a nonconfidential basis from a third party having the
right to impart such Information. Information shall not be deemed to be within
one of more of the foregoing exceptions merely because any part of such
Information is embodied in general disclosures or because individual features,
components or combinations are now or hereafter become publicly known.

3. All written, printed, electronically stored or other tangible documents or materials
submitted to the Company by Kimberly-Clark, or prepared by the Company which
contain Information, and al! copies thereof, shall remain the property of
Kimberly-Clark and shall, upon request, be retumed to Kimberly-Clark and
electronic media erased.

4. Nothing in this Agreement shall be understood as granting the Company any
rights in or to the Information, all which are specifically retained by
Kimberly-Clark.
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The Company represants that it has the necessary expertise and personnel to conduct
the Study as set forth herein. The study will be managed by John Bingham, Resaarch
Director of the Company. If any follow-up work Is requested by Kimberly-Clark, the
parties wiil negotiate In good faith the scope, timing and additional cost for such work.

The Company understands that this Agreement may be publicly disclosed by
Kimberly-Clark.

The parties hereto at all times shall ramain independent contractors, and no express or
implied representations to the contrary shall be made by either party.

This Agreement may be signed in counterparts, each of which shall be deemed to be an
original and which together will constitute one and the same instrument.

Please confirm that the foregeing comedtly sets forth our agreement regarding the Study
and the Repon by signing where indicated below and retuming a signed copy to the
undersigned.

Sincerely,

Kimberty-Clark Corporation

oy Ponratfs 6 Shromemon__

Name: Kenneth A. Strassner
Title: Vice President—Glcbal Environment, Safety,

Regulatory and Scientfic Affalrs
ACCEPTED AND AGREED:
Hawyght Lid.
By: Ei@ ’\\x“ IS T PINT LY
Title: : \Q&S-'l [ N\=-1 \)




Our Commitment to Health and Hygiene
Kimberly-Clark’s 2005 Sustainabitity Report
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A Message From ._Th'.'o'mas J. _Fal-lk'fl"l

Chairman of the Board and Chief Executive Officer

In 2005, the World Business Council for Sustainable Development identified a number of key global issues reshaping the
face of business today. These issues included operaling in a carbon- and water-canstrained world, protecting ecosystems and
biodiversity, and encouraging sustainable production and consumption.

Such important considerations touch aur business on a number of fronts: from our use of energy,
water and natural resources - such as pulp and petroleum — to the methods we use to innovate and
enhance products and processes.

To address these and other significant factors affecting our business, we are reshaping the way we
operate as we continue {o implement our Global Business Plan - a plan that gives us the right strategies
to grow our business where Kimberly-Clark is uniquely pesitioned to succeed. We are focusing on
delivering hezlth and hygiene solutions and investing in our core competencies to leverage customer,
shopper and user insights for sustainable, profitable growth.

We are doing this by extending our glohal brands into new categaries and reengineering our innovation
efforts 10 bring to market more new-to-Kimberly-Clark and new-to-the-world product solutions. And, we -
are accelerating growth in developing countries where per-capita income is an the rise.

In order to achieve aur business goals, we must understand the major Sustainability issues facing our company and the
communities in which we operate, and address them head on.

During 2005, we once again made progress in economic, environmentat, safety and social areas. For example:

» Kimberly-Clark ranked No. 1 among personal care companies in the 2006 Dow jones Sustainability World Index, which
comprises the top 10 percent of the 2,500 largest companies worldwide. Sefection is based on ecanomic, social and
environmental criteria,

» Qur employees worked maore safely, as workplace injuries continued to decline. Compared with 2004, injuries were
down 11 percent.

* Global corporate and emplayee donations to charitable organizations lotaled approximately $28 miliion, and product
donations, primarily for disaster relief, totaled more than $2.5 million.

» Buitding on our tradition of strong internal controls, we strengthened our commitment to ethical behavior companywide
by intraducing the new Code of Conduct Line. This toll-free around-the-clock service, which is managed by an independent
company, allows employees to voice their concerns anonymously when they suspect a violation of our Code.

* We concluded aur Vision 2005 program, successfully improving energy efficiency by 19 percent and water use efficiency
by 29 percent, and reducing the percentage of waste landfilled by 30 percent. Through this program, we reduced our
cosis approximately $150 million on an annuat basis compared with 2000,

» Wa were the first tissue company to commit to using only virgin wood pulp from suppliers that had certified their
forestlands or wood fiber procurement activities to an internationally recognized standard. Approximately 88 percent
of the virgin wood pulp we purchased was sourced from certified suppliers. We expect all remaining suppliers to be
certified by the end of 2006.

» Employees worldwide benefited from the rollout of the Performance Management process, an important part of our
Talent Management strategy for achieving a high-pesformance culiure.

* We reterned $2.3 billion to shareholders through dividends and share repurchases.

Qur plan for Sustainability at Kimberly-Clark is simple: Carry forward the momentum we've created in making Sustainability
a critical component of doing business.

linvite you 1o learn more about Sustainability at Kimberty-Clark and how it continues to evolve as we prepare ousselves for the
future, You will find that Sustainability is evident throughout our operations as we seek to achieve our mission of enhancing the
health, hygiene and weil-being of people every day, everywhere,

Thomas }. Falk
Chairman and CEQ
February 24, 2006

Kimberly-Clark's 2005 Sustainability Report - A Message From Thomas ). Falk



About Kimbe'r‘ly'-‘(ll'lark

Headquartered in Dallas, Texas, United States, Kimberly-Clark

is a leading global health and hygiene company, employing
more than 57,000 people worldwide. With operations in 37
countries, Kimberly-Clark’s global brands are sold in more
than 150 countries. Every day, 1.3 billion people — nearly a
quarter of the world's population — trust Kimberly-Clark to
enhance their heaith, hygiene and well-being. With brands
such as Kleenex, Scott, Andrex, Huggies, Pull-Ups, Kotex,
Poise and Depend, we hold the No. 1 or No. 2 share position
globally in more than 8o countries. In 2005, Kimberly-Clark
posted sales of $15.9 billion.

2z  Kimberly-Clark’s 2005 Sustainability Report — About Ximberly-Clark



Global Business Segrﬁents, and
Health and Hygiene Brands

Kimberly-Clark is organized into operating segments based on
product groupings. These operating segments have been
aggregated into four reportable global business segments:
Personal Care, Consumer Tissue, Kimberly-Clark Professional
& Other, and Health Care. The reportable segments were
determined in accordance with how Kimberly-Clark’s executive
managers, under the direction of the chief executive officer,
develop and execute our company’s global strategies to drive
growth and profitability. These strategies include global plans
for branding and product positioning; technology; research
and development programs; cost reductions, including supply
chain management; and capacity and capital investments for
each of these businesses.

The Personal Care segment manufactures and markets
disposable diapers, training and youth pants and swimpants;
baby wipes; feminine and incontinence care products; and
related 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, Poise and other brand names,

The Consumer Tissue segment manufactures and markets
facial and bathroom tissue, paper towels, napkins and related
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 Kimberly-Clark Professional & Other segment
manufactures and markets facial and bathroom tissue,
paper towels, napkins, wipers and other products to the

away-fro'm-home marketplace. Products in this segment are
sold under the Kimberly-Clark, Kleenex, Scott, Kimwipes,

" WypAll, Surpass and other brand names.

The Health Care segment manufactures and markets health
care praducts such as surgical gowns, drapes, infection
control products, sterilization wrap, disposable face masks
and exam gloves, respiratory products and other disposable
medical products. Products in this segment are sold under the
Kimberly-Clark, Safeskin, Tecnol and Ballard brand names,

Facility Locations Around the World

A listing of Kimberly-Clark’s principal facilities - and the
products, or groups of products, manufactured by these
facilities — can be found on our corparate Web site in the
Properties section of the company's Form 10-K.

Product Distribution Channels

Our products for personal and 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 & Other, and gur Health Care
businesses, are sold through distributars and directly te
manufacturing, lodging, office building, food service and
high-volume public facilities, and health care establishments.

Total 2005 Employment for Consolidated Operations
{Includes full- and part-time, and temporary employees}

North America: . i
20,223

Latin America:
9.284

Europe, the Middle East
and Africa: 11,125

Asia/Pacific:
16,509

Totak: 57,141
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-Sustainabi_'l'i.ty: A Com-mf'i_t_m_ent to Action

{3

At Kimberlty-Clark, we continue to show our commitment to
health and hygiene by developing new categories, products and
technologies to better the lives of people around the world. Over
the past several years, our global company has put forth great
effort and resources toward upholding our duty as a fiscally
responsible, environmentally diligent and socially

compassionate corporate citizen, We have advanced

Sustainability through all levels of Kimberly-Clark - from the
production line to the executive boardroom - striving to make it
a part of all that we do. Kimberly-Clark is determined to make
Sustainability a critical foundation for driving product and

technology advancements, and for enhancing

the health, hygiene and well-being of people

: 4 every day, ever\)rwhere‘,9

Cheryl A, Perkins,
Sesior Vice President and
Chief Innovation Qfficer
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- In 2005, we continued to build
on our Sustainability efforts, driving innovation, improving
efficiencies, and enhancing environmental and social

performance. Our actions, a few of which are highlighted
below, advanced Sustainability within Kimberty-Clark.

Broadening Our Perspective:
Participating in the World Business Council
for Sustainable Development

In summer 2005, the World Business Council for Sustainable
Development* (WBCSD) invited Kimberly-Clark to join its
global organization. Our WBCSD membership broadens our
perspective on the many ways we can contribute to global
sustainable development solutions, and represents an
important step forward for our company. It will also enable us
to meaningfully engage, collaborate and consult with peer
companies and many sectars of society. As a participant in the
Sustainable Forest Products Industry Working Group, for
example, we have already begun to share our broad
experience in sustainable forestry practices, as well as learn
from a diverse pool of stakeholders.

Forest Certification Systems: A Condition for
Doing Business With Kimberly-Clark

With the spinoff of our North American paper and Canadian
pulp businesses in fourth quarter 2004, Kimberly-Clark no
longer owns or manages forestlands anywhere in the world.
We do, however, carefully manage and monitor the practices of
our virgin pulp suppliers through stringent policies and
management mechanisms designed to help ensure that these
suppliers follow sustainable forestry practices. Our corporate
policy states that no use shall be made of fiber from
ecologically significant old growth stands or from tropical rain
forests, Fiber from temperate rain forest areas may only be
used if harvested as part of a sustainable forestry program
supported by the local population and responsible
government agencies.

With approximately 9o percent of our pulp now sourced
through third-party suppliers, influencing their behavior
through Kimberly-Clark's purchasing policies and decisions
is one way we help drive sustainable forestry practices
worldwide, We require all suppliers of virgin putp, round
wood, woodchips and other forms of fiber to be certified to
an internationally recognized forest certification system.
(This includes the certification of the operations of their
industrial fiber suppliers.) At the end of 2005, approximately
88 percent of our virgin pulp came from suppliers that have
certified their forests or fiber procurement activities.

Material, Product and Process Innovation

In addition to capturing customer, shopper and user insights,
Kimberly-Clark is working to achieve business value by
leveraging Sustainability in the development of new-to-
Kimberly-Clark and new-to-the-wartd preduct selutions.

Integrating these considerations throughout a material or
product life cycle, however, presents many challenges. For
example, the pursuit or sourcing of new or alternative

materials takes time and investment, as do technology and
manufacturing process changes. There is also the very real
business need for customers and consumers to factor this
value into purchasing decisions.

In 2005, we infused Sustainability considerations inte such
innovations as the Scott Extra Soft tissue. This longer-lasting
consumer bathroom tissue offers 600 sheets per roll with the
same roll diameter as the many 4o0-sheet ralls on the market,
reducing packaging and associated transportation costs,

Committed to Safe Workplaces
and Employee Engagement

Kimberly-Clark's ability to keep employees safe on the job and
highly motivated to pursue rewarding careers with our
company continued to factor heavily into our corporate
Sustainability efforts.

To bring us closer to our goal of an injury- and illness-free
workplace, Kimberly-Clark refocused on safety fundamentals
and changes in our safety management structure in 2005, The
director of Occupational Safety and Hygiene shared a five-year
safety vision and plan, and established and communicated
safety priorities throughout our global company. These
priorities focused on building safety capability within all of our
global regions, and included building a stronger enterprise
safety management structure, revising Corporate Safety
Standards to improve understanding and compliance globally
and strengthening ongoing safety audits.

We also focused on ways to better understand our glabal
employee team’s needs and cultivate a high-performance
culture worldwide, beginning with the administration of our
first worldwide Organizational Health Check survey conducted
by Hewitt Associates. More than 27,000 full- and part-time
employees responded and provided the company with
valuable information on how we could increase employee
engagement. In 2006, we will focus on analyzing the
information to better understand its impact and use our
findings as a benchmark for improvement.

Strategic Partnerships

As part of our Global Business Plan, Kimberty-Clark

focuses on ways to increase speed to market, accelerate
growth and acquire new technologies to expand our health
and hygiene portfolio. These efforts involve developing
strategic partnerships and alliances where appropriate.

We launched a number of these partnerships in 2005, ranging
from supply and licensing agreements, to product
manufacturing, to joint development opportunities. We also
continued to share tools and technologies with suppliers to
ensure they met our requirements, including social and
environmental requirements.

In 2005, we developed a more comprehensive assessment tool
and process to help improve our ability to prequalify suppliers
and third-party manufacturers, and manage risks. The tool and
process, which include due diligence components for social,
environmental, safety and quality management performance,
will be piloted in 2006.

* The WBCSD is a coalition of 180 international comgpanies united by a shared commitment to sustainable development via the three pillars of economic
growth, ecolegicat balance and social progress, To learn more about the WBCSD, visit their Web site at www.whesd.com.
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Governance

‘As a global company operating in an ever-changing global
environment, our governance-related concerns have, by
necessity, become broader and more complex. On a

fundamental level, Sustainability stresses the interconnected

nature of business success, economic growth, human rights
protection, proactive management of global and local
environmental issues — and the importance of well-governed
societies. We believe that by paying closer attention to these
realities and continuing to advance Sustainability within our

corporate policies and governing practices,

Kimberly-Clark will be better positioned to
”

execute our Global Business Plan.

Ronald D. Mc Cray,

Senlot Vice President -
Law and Government Affairs
and Chief Campliance Officer
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in 2005,

Kimberly-Clark was among 33 corporations to receive the
highest corporate governance score in a survey of 3,200
global companies by Government Metrics International, a
corporate governance research and ratings agency.

emhloyees are responsible for reporting Code violations —
anonymously if they choose.

To monitor compliance, the corporate organization makes
annual requests to roughly 175 officers and business unit
leaders and 600 finance and

Kimberly-Clark is committed to good
governance, providing quality
products at a fair price, and treating
our global employee team — and alt
people we meet in the course of our
business — with fairness and respect.
These founding values of quality,
service and fair dealing have also
guided a sincere and proper regard

In This Section ...

Governance Policies

Communication

Corporate Governance: Board of
Directors and Code of Conduct 7

Stakeholder Engagement and

purchasing managers to certify
compliance with the Code and report
any exceptions. In 2005, we sent
notice t0 39,000 employees in 54
countries, reminding them of their
responsibility to comply with the
Code and report any exceptions. The
company also issued an internal

for the environment,

On a fundamental level, Kimberly-Clark’s Corporate Code of
Conduct demands companywide compliance with all laws,
regulations and corporate policies.

Corporate Governance: Board of Directors
and Code of Conduct

Sound corporate governance and strong internat controls
are a hallmark of our company. Kimberly-Clark’s board of
directors is ultimately accountable for ensuring ethical
corporate governance and compliance with applicable
laws. Ten out of the 12 board members are independent*
of management, including the lead director. Many of
Kimberly-Clark’s corporate governance practices long
predated the U.S. Securities and Exchange Commission
and New York Stock Exchange rule changes.

Kimberly-Clark's Corporate Sustainability Steering Committee
oversees our Sustainability commitment at the most senior
levels, The Committee endorses Sustainability-related
strategy, authorizes major initiatives and updates the board
of directors on key trends and issues.

The board, senior management and all employees are
charged with adhering to Kimberly-Clark’s Code of Conduct
(Code), which embodies the company’s commitment to high
ethical standards and our founding values. The Code sets
farth the company's expectations for ethical behavior and
compliance with ail applicable laws, corporate standards and
policies. The board periodically reviews the Code for
conformance with best practices. Kimberly-Clark’s chief
compliance officer administers and enforces the Code. All

memorandum to all employees
reguesting them to report behaviors inconsistent with the
Code. During the reporting period, employees reported no
significant exceptions. All minor reported exceptions were
promptly addressed.

The “Doing What's Right” Campaign

In 20035, our chief compliance officer launched the Doing
What’s Right campaign companywide, which focused on every
employee’s obligation to uphold the Code. The campaign
inciuded posters and wallet cards to help keep the Code top
of mind for all employees. Additionally, the campaign
promoted more alternatives for employees to anonymously
report their concerns: the Code of Conduct Line, a 24-hour,
independently operated phone line staffed by a professional
interviewer, and an online intranet form.

Compliance With the Sarbanes-Oxley Act

Deloitte & Touche evaluates the effectiveness of our
company’s internal controls over financial reporting, as well
as the adequacy of management's internal assessment of
the effectiveness of internal controls over financial
reporting, as required by section 404 of the Sarbanes-Oxley
Act of 2o02. During the past two years, Deloitte & Touche
has expressed an unqualified opinion on both. No material
weaknesses or significant deficiencies were noted during
these reviews. Management has taken steps to significantly
reduce the costs to perform this assessment and has
identified numerqus opportunities to implement uniform
control practices to better manage our business as a result
of the review. The internal audit function, which reports
administratively to the chief compliance officer, has a
significant role in the assessment pracess.

Kimberly-Clark’s board

of directors {from left to right}: G. Craig Sullivan, Thomas ), Falk, Robert W, Decherd, Mae C. Jemison, M.0.,

Claudia X. Gonzalez, Marc ). Shagiro, Linda Johnson Rice, Dennis R. Beresford, Pastora San Juan Cafferty, John F. Bergstrom,

Abelardo E. Bry, Jahn R. Alm {not pictured).

* At Kimberly-Clark, “independence” s determined using a standard established by the board of directors and consistent with the provisions of the 1934
L.5, Securities Exchange Act, and the rules and regulations of the Securities and Exchange Commission and the New York Stock Exchange, A director is
independent if she or he has no material refationships with Kimberly-Clark, which include commercial, industriat, banking, consulting, legal, accounting,
charitable or familial relationships,
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“Governance Policies

The following are governance-related policies that link to
* key areas of our Sustainability commitment. We also invite
youi to read in full our corporate Governance Policies, Board
Cormmunications Procedures and Code of Conduct in the
Governance section on www.kimberly-clark.com,

Policy for Prevention of Bribery and Corruption
Kimberly-Clark’s Code of Conduct expressly forbids our
employees, subsidiaries and equity affiliates and any of their
officers or employees to authorize, offer or make any illegal
gift or payment, directly or indirectly to any government
official, or any employee of a government, governmental
agency or government controlied enterprise.

Policies Related to Political Lobbying and Contributions

Any political contributions or payments to political parties or
candidates that our company makes will adhere to all
applicable laws and regulations. Kimberly-Clark employees
are free to participate in the political process as individuals
and on their own time, and make political contributions on an
individual basis. They are also permitted to participate in
political action committees an a voluntary basis.

Human Rights in Empioyment Policy

Kimberly-Clark has a long-standing and well-recognized
record of support for rights of employees. Qur company’s
policies and procedures have consistently reflected our
position on human rights in the workplace. We do not employ
child, prison, indentured or bonded labor, nor use corporal
punishment or other forms of mental or physical coercion as a
form of discipline in any of our global operations. Further,
Kimberly-Clark will not knowingly conduct business with
vendors that engage in any of these practices. (In the absence
of any national or local law, Kimberly-Clark will define “child”
as someone less than 15 years of age. If local minimum age
law is set below 15 years of age, but is in accordance with
developing country exceptions under the International Labor
Organization (ILO} Convention 138, the lower age will apply.)

Stakeholder Engagement and Communication

Kimberly-Clark businesses, facilities and employees
worldwide engage with stakeholders on many tevels

to help us improve performance; from consumer and
customer dialogue, to conversations with governmental
agencies and nongovernmental organizations, to
participation in trade associations and business
organizations committed to Sustainability. In 2005,

8 Kimberly-Clark’s 2005 Sustairability Repart - Governance

niany examples of active ehgageméﬁt existed across our
global operations. We have threaded these throughout
the report, and have highlighted a few below.

Developing and Emerging Markets

For consumers in developing and emerging markets,
Kimberly-Clark manufactures products based upon our global
quality, environmental and safety standards. Through
customer and consumer panel and use tests, and other
stakeholder insights, we then adapt products to suit local
needs, tastes, habits and economic conditions.

turope

We actively sought opportunities to inform large U.K. retailers
of our Sustainability commitment and seek input on the
development of future environmentally preferable products.
Eurcpean employees engaged with governmental
representatives on key Sustainability issues, and provided
data to product impact studies, such as diaper life cycle
analysis. Throughout 2005, employees also engaged with
nongovernmental organizations, including World Wildlife Fund
Eurcpe, on forestry and other environmental issues.

United States

Qur Everett facility in Washington state partnered with the
cities of Everett and Marysville, and the Port of Everett to
implement the Port Gardner Outfall program and tackle a key
Sustainability issue — o) i
water. This $50 million
water quality
improvement program
was designed to
reduce or eliminate
major municipal water
discharges to the
Snohomish River, and
the Everett facility’s
discharge to the inner harbor. The Snohomrsh River
watershed is one of the largest watersheds in the Puget
Sound region and the source of 20 percent of Puget Sound's
fresh water supply.

In 2005, Kimberly-Clark engaged with the Natural Resources
Defense Council, Greenpeace and World Wildlife Fund for
Nature. In 2006, we will revise our forestry policies and
enhance transparency to address some of their concems. As a
first step, Kimberly-Clark published our sustainable forestry
practices an the corporate Web site. A discussion of these
forestry policies and practices can be found at:
www.kimberlyclark.com/aboutus/finalreforestOctos.pdf.




Memberships

To engage with stakeholders and keep abreast of emerging Sustainability issues and trends, we participate in a number of

organizations, including the following:

Global
* Conference Board Inc.

+ International Safety and
Health Forum

* International Safety
Equipment Association

* [nternational Standards Organization

* ORC (Organization Resources
Counselars Inc.)

» Society of Consumer
Affairs Professionals

* World Business Council for
Sustainable Development

Asia/Pacific

* Association of Southeast
Asian Nations

* Australian Business Limited
¢ Australian Food and Grocery Council

s Australian Plantation Products and
Paper Industry Council

* The Centre for Corporate
Public Affairs

* Global Harmonization Task Force
* Packaging Council of Australia
» Standards Australia

Europe

* American Chamber of Commerce to
the European Union (AMCHAM EU)

* Belgium Association for Medical
Devices (UNAMEC)

* Cosmetic, Toiletry & Perfumery
Association (CTPA—-UK)

* European Committee for
Standardization (CEN)

* EDANA (European Disposables and
Nonwovens Association)

*» European Trade Association for
Medical Devices and Medical
Technologies (EUCOMED)

* European Tissue Symposium (ETS)

* French Association for Absorbent
Hygiene Products (Group Hygiene)

¢ The German Cosmetic, Toiletry,
Perfumery and Detergent
Association (IKW)

* Spanish Trade Association for
Cosmetics (STANPA — SPAIN)

* U.K. Absorbent Hygiene Products
Manufacturers Association (AHPMA)

North America

= American Association of Textile
Chemists & Colorists

* American Association of Ambulatory
Surgery Centers

= American Chemical Society
* American Filtration Society

* American Forest and
Paper Association Inc.

* American Industrial
Hygiene Association

* American Management Association

* American Society for
Industrial Security

* American Society of Safety Engingers

» Association for Advancement of
Medical Instrumentation

« Association of Corporate Council

= ASTM International
Standards Worldwide

* Automative Aftermarket
Industry Association

* Building Owners and
Managers Association

# Canadian General Standards Board
e (atalyst
* (IES —The Food Business Forum

« Consumer Specialty
Products Association

* Corporate Executive Board
* Corporate Leadership Countil

* Cosmetic, Toiletry and
Fragrance Association

» Council of Better Business Bureau
* Council on Employee Benefits

» Council on State Taxation

* Equal Employment Advisory Council

= The ERISA Industry Committee
Employee Retirement Security Act

* Executive Development Association
* Executive Leadership Council
* Georgia Hispanic
Chamber of Commerce
e Grocery Manufacturers of America

+ Healthcare Research and
Development Institute

» Health Industry Business
Communications Council

* Health Industry
Distributor Association

= Hispanic Association on
Corporate Respansibility

* |nstitute of Environmental
Sciences & Technology

* |nstitute of Polyacrylate Absorbents

+ |[NDA (international Nonwovens &
Disposables Association)

* Industrial Supply Association

* |nstitute of Healthcare Executives
and Suppliers LLC

* International Sanitary
Supply Association

* Nanotechnology Occupational Safety
and Health Consortium

= National Air Filtration Association
» National Alliance for Caregiving

» National Association of Chain
Drug Stores

+ National Fire Protection Association
« National Health Council

= National Institute for Qccupational
Safety and Health

= National Minority Supplier
Development Council

= Nationai Safety Council
(Founding Member)

* Office Products International
* Organization Design Forum
= Personal Absarbent Products Council

* Promotion Marketing
Association of America

» RAPS (Regulatory Affairs
Professionals Society)

® Risk and Insurance Management
Society Incorporated

* Society of Hispanic
Professional Engineers

+ Society for Human
Resource Management

+ Society for Women’s Health Research
® Sterile Barrier Association

* TAPP|

* .5, Chamber of Commerce

+ 1).5. Green Building Council
 Visiting Nurses Association
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Economic Performance

(19

Rooted in our long-standing commitment to fiscal
responsibility and ethical conduct, Kimberly-Clark’s Global
Business Plan is designed to drive sustainable earnings
growth and solid returns to shareholders. Our global team is
focused on investing in the best growth opportunities around

the world, improving our brands, reducing our cost structure

and further enhancing our competitive position as a global
health and hygiene leader. But to achieve our business goals,
we have to understand the delicate balance between

economic opportunity and sustainable

development and act accordingly to promote

9

their co-existence.

.... ———

Mark A. Buthman.
Senior Vice President and
Chief Financial Officer
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In 2005,

our Sustainability efforts achieved solid business results.
These efforts included developing products and
materials with enhanced environmental or sociat value;
growing business in developing and emerging markets;
and establishing partnerships with environmental

and social organizations that further business and

societal goals.
Kimberly-Clark ranked No. 1 among

In This Section ...

~ personal care companies in the | Developing and Emerging Markets 12
2006 Dow Jones Investor Communication 12
Sustainabiiity World Index, Innovation Management and
which comprises the top 10 R&D Expenditures 12
percent of the 2,500
largest companies 2005 Product and
worldwide. Selection Packaging Innovations 13
is based on economic, social Supplier Partnerships and Compliance 14
and enviranmental criteria. Sustainability and Customer
Kimberly-Clark contmued-to be Management 5
represented on other socially
responsible investment indexes, Kimberly-Clark Professional Helps
including the FTSE4Good™ Global Customers Maximize PO"“_S n
index, FTSE4Good™ U.S. Index, the the LEED®-EB Program, United States 15
U.S.-based Calvert Social Index®, Consumer Services 16
[nnovest’s Commr.‘m'itv Invest?ng Social Investment 16
Index, KLD’s Domini 400 Social X ) -
Index**, KLD Large Cap Social Index Part_nershlps Promotmg Profitability,
and KLD Broad Market Social Index. Environmental and Social Benefit 16
Responsible Marketing 17
2005 Revenues by Geography
Rorth America: Health Care: 8%
57% Europe: 19%

Kintberly-Clark
Professional &
Other: 16%

During 2005, Kimberly-Clark delivered financial results in line
with our commitments to shareholders, despite significant
inflationary pressures. Revenues rose § percent, paced by a
3 percent increase in sales volumes. On the bottom line,
earnings per share before unusval items advanced 6 percent.
We generated gross cost savings of nearly $210 million in

2005, above our original objective to
save at least $150 million.
Importantly, we achieved a 70 basis
point increase in return on invested
capital (ROIC), which is a key focus of
our long-term strategic plan, We also
returned 2.3 billion to shareholders in
the form of dividends - which rose at
a double-digit rate for the third
consecutive year - and through share
repurchases totaling $1.5 miltion.

During 2005, Kimberly-Clark
maintained strong positions in our
various markets, holding the No. 1
or No. 2 position globally in more
than 8o countries.

As a global company with
considerable buying power, we
also strive to positively influence
the behavior of our suppliers,
and the performance of
third-party manufacturers.

2005 Revenues by Business Segment

Personal Care: 40%

Asia, Latin America Consumel
& Other: 24% Tissue: 36%
Net Sales Three-Year Annualized Totat
(Bitlions}) Shareholder Retums
14.0%
$15.3 $15.9

S&P 500 S&P
Consumer
Staples Index

Kimberly-Clark

Unless otherwise specified, this section provides an account of 2005 economic performance for Kimberly-Clark's worldwide consolidated cperations.

® Calvert Socia! Index i5 a trademark of Calvert Group, Ltd. TM “FTSE” is a trademark of the London Stack Exchange Plc and The Financial Times Limited and is used by FTSE
International Limited {(“FTSE™} under license. XLD's Domini 400 Sacial Index is a service mark of KLD Research & Analytics Inc.
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Deve!bping and Emerging Markets

In 2005, Kimberly-Clark sales in developing and emerging -
{D&E) markets totaled $4 billion. Kimberly-Clark’s D&E
strategy is designed to enable our four global business
segments to effectively reach markets in Asia, Latin America,
the Middle East, Africa and Eastern Europe. We have
prioritized resources toward six key countries — Brazil, Russia,
India, China, Indonesia and Turkey BRICIT) — where per capita
income is rising and our product categories are expected to
grow at double-digit rates. In fact, Kimberly-Clark’s sales in
these countries, where market growth is twice that of D&E
geographies overall, were up 30 percent in 2005.

Representing nearly half of the world’s population, these
countries are experiencing rapid urbanization and an
emerging middle class. In many, our global brands will be
building on an established foundation. For example, the
Huggies brand is already the No. 1 diaper brand in Russia,
with a 40 percent market share. In major Indian cities, such
as Bombay and Delhi, the Huggies brand holds a more than
65 percent market share, as well as a 22 percent market share
in Beijing, China, and 15 percent in Shanghai, China. In Israel,
Kimberly-Clark achieved the No. 1 share position in the
feminine care market through premium Kotex and value Lily
brands, with a 40 percent market share.

Qur multi-tiered product strategy is designed to build brand
loyalty n what we believe are high-potential markets. 1t

also holds promise for stimulating job growth and generating
revenues for governments and growing communities.
Specifically, in Ho Chi Minh City, Vietnam, we constructed

a manufacturing facility, creating approximately 850 local jobs
in 2005. In the execution of our D&E markets strategy, more
than gg percent of people employed are local nationals. On
average, we purchase 70 percent of materials and finishing
supplies from local suppliers; and, of this total, approximately
5o percent is purchased from suppliers with whom we have
developed partnerships and exchanged best practices.

In developing and emerging markets, Kimberly-Clark
manufactures products based upon our global quality,
environmental and safety standards. Through customer and
consumer panel and use tests, and other stakeholder
insights, we determine the products and attributes consumers
require and adapt our products accordingly. For example, in
many countrles, bathroom tissue serves as an all-purpose
wiper. For these markets, we incorporate more wet strength to
enhance preduct absorbency and multi-purpose use. In our
Latin American markets, we identified a need fora
high-performance paper towel that delivers exceptional value.
Leveraging the same proprietary Hydroknit material

R h and Devel

developed for Kimberly-Clark Professional’s WypAll wipers,
we successfully introduced Scott Duramax towels in more
than a dozen Latin American countries in 2005. This
premium-priced product represents a great value because
it can be reused several times.

As our D&E markets strategy evolves, our goal is to create
major business value for our company, and contribute

to economic growth and improved social welfare in
developing countries,

Investor Communication

To enhance shareholder awareness of the company's top- and
bottom-line growth opportunities, strategies and capability

to deliver improved shareholder returns, Kimberly-Clark
maintained our targeted and proactive investor outreach
program in 2005, Throughout the year, the chairman and
chief executive officer, chief financial officer or other senior
management leaders participated in approximately 170
meetings with institutional investors. Qur company participated
in three key U.S. consumer products conferences: the
Consumer Analyst Group of New York, 5.C. Bernstein and
Prudential. We also continued to communicate with
shareholders through our annual report and IR Quarterly,
Kimberly-Clark’s online investor newsletter.

Innovation Management and
R&D Expenditures

Innovation Management is Kimberly-Clark’s disciplined
approach to streamlining innovation by developing total
solutions through customer, shopper and user insights. We
also engage other external resources, such as suppliers,
research firms, universities and various companies to partner
with us in developing new technologies and materials. As
part of innovation Management, Sustainability considerations
are increasingly integrated throughout the product
development process.

In 2005, our consolidated research and development (R&D)
expenses totaled $319.5 million, up from $279.7 million in
2004. These funds were directed toward new or improved
personal care, tissue and health care products and nanwoven
materials. By 2009, we anticipate our R&D spending to rise

to mare than $400 million. In 2008, we were granted 262 U.S.
patents: three were design patents, and 259 were utility
patents, of which 10 were related to environmentally beneficial
materials, including compostable, Aushable and
biodegradable products and technologies.

t Expenditures

{Millions)

32794
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- 2005 Product and Packaging Innovations

In 2005, our company established the Enterprise Growth
Incubator to explore new business ideas. Projects will be
managed through the Innovation Management Framework.
Additionally, we established the new Kimberly-Clark Venture
Board, which includes both intemal and external
representation, and will help prioritize and recommend
funding for growth opportunities, including those which
improve our Sustainability performance.

In 2005, a number of new and improved products resulted
from integrating Sustainability considerations with customer,
shopper and user insights, including the following:

» Scott Extra Soft bathroom tissue: This longer-lasting
consumer tissue offers 6oo sheets per roll with the same rolt
diameter as the 4o0-count roll, reducing packaging and
transportation costs.

= Cottonelle Triple Roll bathroom tissue: This longer-lasting
consumer tissue results in improved shipping, packaging
and distribution efficiencies because of the increase in
sheets perroll,

+ Kleenex Big Box facial tissue: Developing a larger carton
to hold Kieenex tissues resulted in a 2 million pound
reduction of cellulose-based packaging. It also generated
transportation efficiencies, reducing fuel use and
transportation-related emissions.

* Shmurat Teva tissue: Our Israeli manufacturing facilities
produce towels and tissue that are made from 100 percent
recycled wastepaper and centain no dye. These products
are certified by the Sli Standard Institution of israel.

Source-Reduced, More Sustainable Products

Proprietary manufacturing technologies help drive our ability
to create source-reduced products. Kimberly-Clark’s
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 absarbency.

Kimberly-Clark has conducted — and continues to conduct -
extensive research on various fiber types. The physical
properties of recycled fiber differ from virgin fibers,
Consumer preferences for such attributes as softness and
absorbency vary by geography, and influence the amount of
recycled fiber content in the tissue products we manufacture
for these regions.

We work to reduce the need for virgin fiber by manufacturing
some recycled-content products. Kimberly-Clark tissue

products, such as Scott Careless bathroom tissue produced
by our Kimberly-Clark Professional (KCP) business, are made
from 45 percent post-consumer recycled fiber; and some
paper towel brands, such as KCP’s 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 sold to the away-from-home markets 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.

Diaper Sustainability Review, Europe

As part of our Sustainability commitment, Kimberly-Clark
helped support life-cycle assessment* (LCA) studies in
Europe related to disposable products, such as diapers
and incontinence management products. in 2001, the

U.X. Environment Agency commissioned a diaper LCA to
determine the environmental impacts of cloth vs. disposable
diapers. Board representatives for the project included
governmental and nongovernmental organizations, trade
associations and industry, including Kimberly-Clark.
Conducted by an independent consultancy, the study,
launched in 2005, found that disposable diapers have no
greater environmental impact than cloth diapers, and that
neither diaper system could claim overall environmentat
superiority. To read the report, please visit
www.environmentagency.gov.uk/commondata/acrobat
/nappies_1072099.pdf.

tn 2006, we will continue to provide input to the U.K.
Department for Environment, Food and Rural Affairs to help
support its efforts to update the study.

Kimberly-Clark also supported LCA efforts through our
membership in the Absorbent Hygiene Products Manufacturers
Association {AHPMA), which represents the interests of U.K.
manufacturers of disposable diapers, and feminine and adult
care products. Qur company sponsors the Association for the
Sustainable Use and Recovery of Resources in Europe
(ASSURE) project through membership in EDANA, the
international association serving the nonwovens and
related industries. We also contributed inputs to EDANA’s
Diaper Sustainability Review published in August 2005,
which details the industry’s proactive approach to diaper
sustainability in Europe and which can be found at
www.edana.org/documents_sections/edana_news/news
/Sustainability%20Report%2obaby%zodiapers%2oand%zoin
continence%zoprocucts.pdf.

* Life cycle assessment is a tool to assess the potential environmental impacts of a product at all stages in its life cycle - from extraction of resources, through

production and use of the product, to reuse, recycling or final disposal.
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Supplier Partnerships and Compliance

In general, our purchase order terms and conditicns require
suppliers to produce goods in compliance with all applicable
laws, standards or cedes, including where appropriate, the
U.S. Fair Labor Standards Act. In addition to these
requirements, contractors or suppliers performing work at
Kimberly-Clark facilities must also comply with rules and
procedures established by these facilities.

Kimberly-Clark’s sourcing decisions will vary depending on
business needs, potential competitive advantages and
underlying business risks. The factors we consider in selecting
suppliers include the ability of a supplier to:

* Provide technology that can be the basis for innovations
in our products and processes, or that offers unique
protective features,

* Provide adequate capacity and flexibility to satisfy the
range of defined needs without interruption or
dependency on Kimberly-Clark for long-term contracts
or capital commitments,

» Continuously minimize conformance variability.
» Provide the best value.

* Be a trusted partner in helping us produce products that are
market leaders in quality and value.

* Provide diversity to our supplier base, so that it more closely
matches our consumer base.

Kimberly-Clark joins SmartWay™ Transport Partnership

Kimberly-Clark joined the U.5. Environmental Protection

Agency's (U.S. EPA) SmartWay Transport Partnership, which

is a voluntary/collaborative program between the U.5, EPA
and the freight industry to improve the

%\h\SmartWa environmental performance of the U.S. freight
Transport Partner”  delivery system. The goal of the program is to

Cottimg Thees With lporer Air

collectively save between 3.3 and 6.6 billion
gallons of fuel per year, reducing carbon dioxide (CO,) and
nitrogen oxide (NOx) emissians. In 2006 Kimberly-Clark will
perform an environmental assessment of our North American
freight operations and commit to improving our performance
within three years.

" Supplier Diversity, United States

Kimberly-Clark wants to be recognized as a diversity leader
and reap the competitive advantage that accompanies a
diverse supplier base. Our formal Supplier Diversity program
is designed to meet carporate supplier diversity goals, as
well as our obligation to report diversity spending to the
U.S. government.

To further these goals, our company actively solicits minority
and women-owned businesses* and provides them with
opportunities to furnish us with a variety of products and
services, including direct mail, marketing and environmental
engineering. Our company works with the National Minority
Supplier Development Council to locate qualified suppliers
and suppart the Council’s mission. In 2005, we expanded our
procurement system that facilitates bid comparisons, allowing
commodity managers to include more suppliers in the overall
bidding process. We also challenged buyers to find suppliers
that meet our diversity goals and to explore ways to increase
business with them.

In 2005, we made solid progress toward our supplier diversity
goals, with a 75 percent increase in spending with minority
suppliers over spending in 2004, and a 2 percent increase in
spending with women-owned businesses. Much of this
success can be attributed to repeat business, a trend that is
directly related to the overall quality of work. Kimberly-Clark is
committed to attracting and retaining the highest quality
diverse suppliers avaitable to produce our world-class brands.

Diversifying Kimberly-Clark's 1.S. Pension Fund Managers
In 2000, our company established the Emerging Managers
Program to research emerging women- or minority-owned
financial and fund management companies. The program
identified small firms with the potential to grow to meet our
fund manager selection criteria. At that time, we invested
approximately 8 percent of our $3 billion dollar pension fund
for LS. employees with these firms, By December 31, 2005,
6 percent or $190 million of Kimberly-Clark’s pension fund for
U.S. employees was managed by firms predominately owned
by women and minorities. This temporary reduction in firms
was due to performance issues; we have plans to, at a
minimum, double this percentage by mid-2006.

" Supplier Diversity Program Tatal Spending
(Millions)

' —E Minority Suppliers.
t

$157.7

$52.3

Women-Owned Businesses

$76.0

o

* Within the United States, the tegal definition of a minority-owned business is a business owner who certifies she or he is a U.5. citizen and member of one of
the following named groups: African American, Hispanic American, Native American, Asian Pacific American and Asian [ndéian American. A certifying minority
business owner must own 51 percent of the business, and be active in the day-to-day operations of the business. The legzl definition of a women-owned
business is a business, regardless of size that is located in the United States or its territories, which is bwned, operated and controlled by women who are
L5, titizens, Ownership means the business is at teast 51 percent owned by women, or in the case of a publicly owned business, at least 51 percent of the
stock is owned by one or more women. Additionally, women or wemen owners must control the management and daily business operations,
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Sustainability and Customer Management

" As a customer-driven business, Kimberly-Clark ranks
customer satisfaction among our top corpoerate imperatives.
To strengthen customer support in key markets, we
combined our customer development functions into a single
U.S/European grganization in 2005. This unified team will
help us identify and quickly act on customer and shopper
insights to drive sales and profitability for both our company
and retail customers in Europe and North America.

In 2005, Kimberly-Clark met with many customers to discuss
our commitment to Sustainability, as well as product lines
that can help support their Sustainability goals. For example,
during the reporting period, Wal-Mart unveiled its ambitious
Sustainability commitment. As part of this commitment,

the retail giant will be engaging suppliers to help meet

its environmental Sustainability objectives, including
sustainably sourced and source-reduced product and
packaging innovation. As an active member of Wal-Mart's
Paper and Wood Products Sustainable Value working group,
we are striving to respond te Wal-Mart’s needs.

In 2005, our customer service received the following recognition:

Europe

» Carrefour Spain, our largest Spanish customer, presented
Kimberly-Clark with an award for the best logistics service,
leadership in the implementation of a cross-docking project
and for delivering a leading service level of 99.6 percent.

¢ The logistics industry awarded Kimberly-Clark Holland
and Unilever HPC the Logimatch Award 2005 for the
successful completion of the Manufacturing Consolidation
Center, a joint distribution center for Kimberly-Clark and
Unilever products.

* |).K-based Key Lekkerland awarded Kimberly-Clark the
Best in Class Grocery Supplier of the Year Award, based on
customer service, supply chain, new product development
and business performance.

* The U.K. supermarket chain Somerfield Group awarded our
company the Non-Food Supplier of the Year Award for
service excellence.

United States

* SAM'S CLUB recognized Kimberly-Clark as Co-Managed
Supplier of the Year and Co-Managed Supplier of the
Quarter for Q1 and Q3 for Dry Grocery.

* Target presented Kimberly-Clark with its Vendor Partner
Award for extraordinary performance and dedication to the
Target brand.

* Wal-Mart awarded Kimberly-Clark’s Family Care
business Supplier of the Quarter for Q1 in the Paper
and Chemicals Segment.

* Wal-Mart International awarded our company with the Most
Improved Supplier of the Year.

‘ Pioneering Radio Frequency Identification fechnology

Kimberly-Clark focuses on continually improving supply-chain

‘efficiency by investing in leading-edge technology. For

example, we were among the pioneer manufacturers to
adopt and test radio frequency identification technology
(RFID) pilot projects with five large global retailers. RFID wilt
enable us to be more respansive to customer needs,
enhance supply-chain applications and reduce supply-chain
costs through improved efficiencies. Currently, the
technology uses radio-enabled tags to send wireless signals
to specialized readers placed at strategic locations
throughouot the supply chain. The data provide instant
automatic information on products, locations, times and
transactions, and help ensure our company delivers the right
product at the right time. The potential of this technology is
also growing. In 2005, RFID was examined fo promote
consumer safety by helping to identify expired products.

Kimberly-Clark's RFiD laboratory was one of just two North
American research facilities to earn the first Global
Performance Test Center Accreditation Marks by EPCglobat
Inc., the nonprofit organization charged with driving the
commercial adoption of RFID. In summer 2005, we began to
formally test the Generation 2 RFID hardware, In addition, we
received the RFID Early Adopter Award from Consumer
Goods Technology magazine at its Fall o004 Conference in
Lake Buena Vista, Florida, United States. The award,
presented for the first time this year, recognizes the
consumer goods company that has most successfully
implemented RFID technology.

Kimberly-Clark Professional
Helps Customers Maximize Points in the
LEED®-EB Program, United States

To facilitate relationships with organizational and building
owner customers in 2c05, Kimberly-Clark Professional (KCP)
became a member of the L1.S. Green Building Council
(USGBQ), the leading U.S. nonprofit coalition advancing
buildings that are environmentally responsible, profitable and
healthy places to live and work.

The partnership primarily supports the USGBC's effort to
advance the Leadership in Energy and Environmental Design
program for Existing Buildings (LEED-EB) — a program that

Source Reduction
{Pounds)

3,839

]

ScottFold Towel:
40.2 percent reduction
in packaging waste.

Coreless Tissue:
54.6 percent reduction
in packaging waste.

(Numbers are based on the utilization of 1,000 cases per year)

These charts demonstrate how KCP products reduce paper waste and help
customers reduce the associated disposal and maintenance costs.
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promotes sustainable operations practices in existing
buildings. KCP will support the USGBC by sponsoting
seminars throughout the United States in support of the
LEED-EB efforts, and participating in the USGBC’s annuat
Greenbuild International Conference and Expo.

KCP will also complement the goals of the LEED-EB program
through its expertise and comprehensive product line.
Through an innovative proprietary tissue-making asset, KCP
has engineered coreless tissue that can dramatically reduce
the amount of waste generated by
conventional tissue systems, For
example, a building owner utilizing
| 1,000 cases per year of standard
\ / bathroom tissue can eliminate
. more than 2,000 pounds (one
- ,, short ton} of waste from the
’ building operation by
conversion to KCP Coreless tissue. Coreless tissue can help
building owners achieve maximum points toward
LEED-EB baseline certification.

‘__,_J

Consumer Services

Kimberly-Clark greatly values our consumers and encourages
interaction regarding Sustainability-related issues through our
corporate and brand Web sites, and by providing a toll-free
telephone number, Web site and mailing address on most
product packaging. We train our Consumer Services
representatives to respond knowledgeably to consumer
inquiries, suggestions and complaints about our products and
company. They also assist business segments in gauging
consumer reactions to new products. The organization
documents feedback in & standardized manner and shares it
with the appropriate functions. This keen attention to
consumer insights enables us to quickly identify new issues,
as well as emerging trends, and innovate or modify products
and processes accordingly.

The Consumer Services organization serves a number of
countries and regions, including Australia, Canada, Europe,
Mexico, South Africa and the United States, and offers
services in several languages. The European Consumer
Services team currently covers Spain, France, the United
Kingdom, Ireland, Portugal, Benmark, Norway, Belgium,
Germany, Austria, Sweden, Switzerland and the Netherlands.
QOther European countries are supported with country-specific
Consumer Services teams. The North American Consumer
Services team shares best practices with colleagues in
developing and emerging markets with respect to
departmental operations, policies and procedures, common
practices and technology.

* National Audit Office of the United Kingdom, 2000.
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Social Investment

Kimberly-Clark is committed to making contributions to
qualified charitable, educational and other similar
organizations aligned with our focus on strengthening the
health, hygiene and well-being of the world's families. In 2005,
our global organization and employees contributed
approximately $28 million in corporate donations to
charitable organizations, and donated more than $2.5 million
worth of product, primarily for disaster relief to victims of

the South Asian Tsunami, and Hurricanes Katrina and Rita in
the United States.

Kimberly-Clark’s U.S. Charitable Donations Palicy {see
Appendix) was adopted in 1968. Historically, we have tracked
only contributions from our U.5. operations. Our new
accounting procedure captures charitable contributions of
both cash and product made by Kimberly-Clark operations
outside of the United States.

2005 Regional Charitable Contributions

Cash Product Total
North America $2e,140,000  $2,237,030  $23,377.039
(Canada and
United States}
Europe $120,721 $18.891 $139,612
Developing and $1.632,000  $301,000 $1,933,000
Emerging Markets

Partnerships Promoting Profitability,
Environmental and Social Benefit

Brazif

Intimus Brand's Educational Campaign for Young Women

In partnership with Kellogg's, Gillette and Blausigel,
Kimberly-Clark Brazil’s Intimus brand marketing team set out
on a pioneering effort to help provide teenage girls with
accurate information about coming of age. Initiated in 2004
through schools, the campaign re