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Company

Profile

inherly-Clark de México is engaged in the mannfacigre aid chnpercialization of disposable
products Tor dailv use by consunmiers within an ¢l\\d\1-[|(llll hore\sudh as: diapers il chilil
care products, feminine pads, incontinenee car pltn'l-l'l'-“\., ath tstue \napkins, facial dssae,

hand and kitchen lﬂ\\’l‘lS.} wer wipes i hiealth care produoets,

Some of the main hrands include: Fluggies®. KleenBehe®, Kledgnex®, Kimlark®, Béalo®, Cottonelle®,
Depend® and Kotex®.

Due to its permanent innovation and 13 focus on the consumer, che competny olds a leadership
t ‘ : Jreehy i
positian in alljthe mgrkets in \\fll!ih il purticipates.

The company teades on the Mexican Stock Exchange] under th ticker -;Jmln || KIMBER™ anel on
the New Vork Stock Fxe II.[II”(‘\I]II(IE'I ‘n\l ADR program.
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focused on the consumer

to create value through:
leadership
imnovation

passion and achievement

I : imberly-Clark de México wday is a company 100% (ocused on the consumer, After divesting its industrial
division, the company has consolidated its leaddership positon in the markets of disposable products for
hvgiene and personal care. This new focus has enabled the company to concenirate on sectors with higher profitabiliny

and thus continnte to creste value Tor all of its stakcholders.




Only Pétalo® gives you more
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Millions of Mexican pesos of December 31, 2007 purchasing power, excep per

share carnings. Gﬂ@ G’(ilIIl]B]]ﬁiﬂh’

2007 2006 %CHG o
(Frgromess (o (oo jearrs
Net Sules 21,480 20.639 3%
Gross Prodit 8.797 9,087 -3% w
Margin 41% 34%
Operating Prolit 5,628 5,963 -6%
Margin 26% 20%
Net Income from Continuing Operations 3.728 3,000 2%
ROIC 24.3% 22.6%
EBITDA 6.074 7.002 -5%
Margin 1% 34%
Earmings per Share from
Continuing Operations
{In pesos, based on the average number
of outstanding shares) 3.29 3.23 2%
1.728
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Report

from our VManaging Director

Messrs. Shareholders:
The vear 2007 was complicated, particubarly in the international compass which was characterized by high volatility
in the financial markes. There were manifese worries regarding the continuity of world-wide liquidity which, coupled
with geopolitical 1ensions particularly in Traq and lran, derived in risk aversion within the international markes,
Attention was primarily focnsed owards the weak housing sector in the United Staes and the growing signs of
lack of pavment of high risk mortgages. HMence. the perception over the U.S. housing secior became pessimistic

and generated serious doubis regarding the sector and thus reduced growth expeclations for the LS. ceonomy.

24.3%

22.6%

ROIC

20006 2007
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nother relevant factor doring 2007 was the high inflation

i raw materigl prices, with oil prices reaching record

high levels and with internadional prices for grains,
minerals and metals atso increasing. There are discussions in
ceonomic and sociat circles asking whether if events occurring
in the world today are an indication of a new paradigin with
respect 1o input prices. This is due to the economic growh tha
is taking place in the emerging countries. particularly in China
and in India. which is causing the entey of a large part of the
world's population int the consumer markets. This is a very
positive fuct, albeit it represents challenges and adjustmenis
that require time 1o find their level; 1oday, we are in a very
important ransition stage where prices thar are already high

will contitnee to increase for almost all rnw marerials.

Despite this challenging environment, the Mexican economy
continued to grow, although at a lower rate than the previons
vear. This growth was sustained mainly by the strengith of
the wacro-econmuy, telatively swble interest rates and the

continuity of cconomie policies.

Additionally, the facr of having achieved rwo importan

legislative reforms has helped to establish a favorable

2100
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climine in the countev. One of them was related 1o the
ISSSTE pension plan for stae workers and the other was
the Hscal reform. The Laer was not the ideal one buot i
was a relorm that can eventaally help the eouniey 1o be
more competinve and primarily it sema message, along
with the 1858TE reform, o the sense that we can star
to attain the necessary relormis (o modernize the counoey
and 1o increase economic growth and, as a consequence, to

generate more jobs.

Naotwithstanding the growih of the cconomy, we perceived o
deceleration of the economie acrivity in cerain sectars, same
which was worsened during the fourdh quarter,

cuvironment

Undler  this

increasing input prices aml sironger competition due o the

of lower economic  growih,

reduced cconomic activity during 2007, Kimberly-Clark de
Mexico obtained mixed results w3 ner sales and earnings per
share grew in real terms bat we did not manage to grow in
operating profit and EBITDA.

The results artained during the vear are explained with more

details in the following sections.

The quality of the company’s earnings is reflected in a solid financial
position and an important generation of cash.
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Achievemends

1 2007, ner sules from the company’s continuing vperations
grew 3 percent in real terms reaching 821,480 millioo pesos.
Fowaever, hoth operating proficand EBITDA were below tast
vear. The main reason why these two coneepts did not show
improvement was the fact that during the entire vear we were
alfected by high pressures in raw material costs. particularky
pulp and liber for recyeling. The laner is an importam raw
material for househobd products and showed price inereases
of more than 40 percent. In addition, we were affected by

important inereases in the costs of oil related raw materials.

These increases in costs were partially offser by savings obtained
via our cost containment and recluction programs. We also had
1o increase selling prices for our produets but these, in addition
to the cost reduction programs, were not sufficient 10 absorh

thie '_rrm\'lhs it input prices.

Alwavs have it handy
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Net income from coutinuing operations was above 33,700
million pesos and was similar to the prior vear despite the
lower operating profir due to the favorable effect in the inregral
finaneing cost and a lower effective tax rate. Net income per

share {romn continuing operations grew 2 pereent,

The quality of the corporation’s carnings is reflected in a solid
{inancial position and an haportant cash generaion. During
the vear, we generated alost $5.500 million pesos {rom
continuing operations. thirty peveent above the previous vear
mainly derived (rom ane improvement in working capiral due 1o

a strict control over the company’s resources.




We continued with our capital expenditure (CAPEX) program
covering investments and innovations which represented ahuosi
51,500 million pesos; with our share buvhack program. in
which we utilized $1,000 million pesos 1o aceuire 2.7 million
shares which represene 1.9 percent of the owstanding cupital
and: we paid om more than $3.000 million pesos in dividends
to our sharchobders.

I order 1o optinize the company’s balance sheet, during
the month of July, we issued Murketable Notes (Certificados
Bursétiles) in an amommt of $2.500 million pesos with a 10
vear term at a floating rate based on THE minus 10 basis
points. Due 1o its characteristics, this is rhe most suceessful
issnance to date.

All these activities enabled the company o end the vear with a

cash position close 10 $3,000 million pesos,

Volume Growih:

Despilc the decelerwion in demand, particularly during

the fourth quarter and specifically during the month of

December, in anticipation 1o the coming in force of the new
Sole Rate Enterprise Tax (HETU) which caused i good portion
of wholesalers 10 stop their purchases, the company posted a
3 percent volame growth due to higher volumes in almost all

the categortes of our portfolio.

Outstanding growths of more than 20 percent were achieved in
wet wipes, incontinence produers, raining punts and panties,

In bath tissue and diapers we grew a a lower pace. However,

we snstained our market shares, situation which coufirmed the

slowdown in demand.

Professional  {awav-from-home}  products  achieved  good
volume growths but there was a decreuse in tissue sales becanse
the company urilized more of onr tissue production capacicy for

converied finished produers.

On the other hand, the export business posted an importan
volume growth, which devived in net export sales representing
close 10 7 percent of the company’s total sales and a foreign
currency generation of approximately U.S. $130 million dollars,

To achieve the aforementioned volume growths, it was necessary
10 increase our investment v marketing and promotional
activities and  to aceelerate our innovaton and  capacity
expansion plans and projects. In addition, we have worked
intensively in the development of the categories in which we
sarrently participate via market segmentation and by offering
a clear value proposal for the different consumers.

Operations:

perations were focused towards maximizing pruduclivity
levels and increasing capacity in order to support and
drive the strong sales volumes, 1o improve the quality and
performance of our products and our processes and to contain

I)F(l(ill(llillll costs,

In 2007, the company again exceeded production records in all
arens following the sirong increase in the sales of our businesses
and; within our CGAPEX program. various operations started up
o increase our production capacity. Among the most important
investiments we can highlight: 1) the start up of the #3 tissue
machine at the Ramos Arizpe, Coabinila mill, 2} the stavt-up
of the #5 diaper machine at the Tlaxco, Tlaxcala plant, 3)
® 5

the start up of & machine w produce Pull-Ups® (raining pans

Experience System:
The experienee of fouching
only what you want to touch



at the Cuautitlan, Estado de México, plant; and 4) the stant
up of capacity to produce incontinence products, also ac the

Cuauwtitlan plant.

Hegarding logistics, continued efforts were made to fullill the
growingly stricter requirements ol our clients. We know this
is a very important challenge due to die grear variety of our
product presentations and the cost efficiencies that we are
searching. For this purpose, we are carrving out the necessary
investinents in information systems as well as in storage and

transportation capacity,

Humamn Resources:

D uring the vear, Collective Labor Contracts and wage/salary
tabulators were reviewed within the expected paraimeters
and wnder o fricndly and mumal respect environment with
the different unions. We continued widi the personnel 1rainiong
and development programs o ke advantage and optimize

the skills of our emplovees.

With respect 1o industeial salery, results have not improved
notwithstanding the efforts and the differenc safery awareness
programs implemented at the production fucilities and we are
still far from our target of O accidents. Unfortunately, we had
to regret the death of Mr. Jnan Manuel Casrillo Olazo a auck

driver for our track fleer subsidiary.

We thank afl of the company’s persunnel for their efforis
during the vear and recognize their dedication and passion
for the work they perform. inviting them to increase their
hard work in order to achieve the goals we have esiablished

for 2008.
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Maximum sofiness in skin care
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tis KCMs priovity o offer differentiated products with
superior value added performance, searching 1o incrcase
the preference and wilizavion by the people that favor us
with their purchase. This is why we have worked inensively
i the innovation of owr products, our operations and all the
activities performed by the company. Widh thisidea, omsamding

innovations during 2007 iclude the Tollowing:

In diapers, the Hoggies® Supreme® brand introduced the
new Superflex techoology into the marker, which consists
of an elastic support for the baby's back which helps o
enhanee its posture providing maximum comfort, Huggies®
UltraConfort® lamched o new graphic image that is more
madlern, fresh and techuologically focused w the differen

haby development stages.

With Kotex Controf®, vour days are under control

10
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Additionally; the Huggios® product line was supplemented with
the new super ahsorbent Pull-Ups® Night-Tine pant for night
nse, in searching o drive the development aud growth of the

child care training pants category.

With regards ro our brawd for the economy segment, KteenBelié®
Absor8ec® diapers were improved by incorporating re-lfastening
Microhook tapes to provide berter fivand thus added protection
against leaks as well 15 an ecological bag made from recyeled

matertals.

lu adult care panes, vee highlight the launch of containment
faps for the Depend® AjustaSec® braud. Also, for Depend®
Plenitued®  pants, the  Ulira  Absorb-Loc®  system was

11




incorporated to offer a hetter and more efficient absorption.
With these enhauncements, we have diversified options {or
the consnmers in this category which has posted important

volume growth,

In bath tissue we invoduced the new Petalo® Clasico® with
Hi-Flex® technology in order 1o offer o great balance between
softness and resistance plus. the performance of Petalo®

Rendimax®

was also improved. Inaddirion, various bath tissue
as well as paper napkins and kitchen towels were lannehed
urler seasonal concepis which were very well received by

CONSHmers,

In feminine care, tests and research of breathable cover
techuologics allowed the company 1o launch the new Korex®
Free & Soft® with the new Air-Coton® coneept which allows
better air eivculation and freshiness for the skin. In additon,
with Koiex® Control® we launched Absorgel®, a technological
innovation  which maximizes the deodoramn effect of a

chamomile scent in the product.

We also made innovarions 1o facial tissues with the launch of
Suavel facial tissue and also in the wiletries and wer wipes

categories, thus strengthening onr product pordolio.

In the Professional business, we launched the new Experience
Svstem which offers the first complete hvgicne svstem Tor the
institattonal market that includes electronic dispensers along
with their respective Kleenex Expericnee produers siwch as
hath tissue. soap and hand towels. This systen. in addition 1o
allowing the nser 10 not touch anvthing thar may be dirty in
tie bathroom, offers as much as a 20 percent lower usage and
a new fresh and stae of dhe arr image to the mmore demanding

compuinies or businesses.

12

Finally, the Health Care business introduced many innovative
products in the Mexican marker, such as: 1) InteguSeal® whicls is
the tirst wicrobial sealer for the posr operational period, unigque
for its bacterial immeobilizing svstem thus creating a new product
category to prevent infections at the surgical site. 2) Pnewmokie®
thatisthe firstintegral systeni for pricunonia prevention associated
1o the mechantdcal vemilation. which causes up to 60 percent of
deaths by infection at hospitals and is present in between 8 and
28 percent of the patients who require breathing support: aned,
3) Kleenex® masks, which protect children from gerns and up o
09.7 percent of bacteria through its 3 filter lavers.

We want to reinforce and restate onr connmiunent with
innovation, which is a Tundimental part of the company’s
philosophy amd we are convinced that it is essential to sustain

and grow our leadership.

Relationship with
Kimberly-Clark Corporation

Olu' partnership with Kinberly-Clark Corporation (KCC) is
a key contributor o our innovation strategy. Through KCC,
we have a window to the world and aceess to product and process
developments, mainly in diapers, tissue products and our recent
Flealth Care business. Inaddfition, we participate in glohal purchase
agreements that provide us with fower costs and we continually
exchunge ideas in order w maximize our operating processes,
We are convineed that this strategic partuership along with our
own mnovating and exeenrion capabilities will be fundamental 1o

promote and strengthen the company’s competiriveness.

When your baby
wants te be a grown-up Kid
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Leadership

cing leaders in our markess means a major connnitimem
towards our customers and our shareholders, We
state this Jeadership calling in evervthing we do,
i innovation projects, in property, plant and equipinent
wvestmems, inooar performanee in the maker, i the
responsible managesnent of the company’s resources and in

the continuous search for new avenues of growth.

As a reflection of this commitment, vour company is leader in
almost all the caregories in which it participates and despite
a ket whicl showed signs of weakening. we managed 10

sustaine and in some cases Lrow our strong market shares.

Depend® is the expert in incontinence care

14



In accordance with oor commitment, we have designed the
structure, development plans aud incentives to attract and
retain personnel with the required talent 1o consolidate our
teackerzhip position in the warket. Hence, we recently modified

the company’s organizational structure tu order to hetter focus

cach one of the different businesses and aceelerate the search for

new avenues Tor growd, hoth in rhe products that we curremly

produce amd in possible new additions 1o our portfolio.

Kimberly-Clark

(Ic1 N‘léxi‘cn is the

|11zl|rkcﬂlca(lcr
in !mosl} of the

tegories in wh

P .|
it participates




Lo mejor para su desarrollo

Social Responsibility

Environment:

coare a company with a commitment to our society,

the environment and the use of nataral resourees.

This is why we maintain programs thar are oriented
towards reducing the usage of water, eleciricity and fibers, [nthis
respect, we can inform vou that doring the vear we continued
to cfecrease the use of water by recyeling greater wnounis of
this liquicd and via the installation of wove efficient processes
for its atilization. In addidon, we invested in techoology and in
souipimient improvements in order to reduee our consumprion
ol clectricity, thus attaining cost savings. Finally, regarding
fibier nsage, last vear 65 percent of onr fiber consumprion was

recveled paper.

Huggies®, frecdom of movement for you haby

10



Support to
our community:

Duu 1o 1he namaral disaster which affecied our brothers
in Tabasco and Chiapas, we sent hvgiene and cleaning

|3s, vE &
products 1o the region that helped mitigate the suflering and

hardship of almast 10,000 lamilies.

At Kimberly-Clark

de México we

are committed
with society, the
environment and
the rational use ol

natural resources

—e——



With Littte Swimmers® everything is fun
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Perspectives

ndoubtedly, the slowdown in the United States cconomy

will bive an impact on the Mexican cconomy in 2008,

We helieve that there is a real possibility of reducing this
adverse effect by means ol execiting o counter-evelical economic
policy based on strengthening the domestic market. For the first
time in many vears, Mexico has the resources and the economic
stubility ro implement this counter-cvelical policy. The key is to el-
ticiently utitize the resources 1o drive the market via the exceution
of infrastructure programs as well as investments in the water and
energy sectors. Some of these programs are already in progress
and B i3 very inyporiant that they render the expested onteomes,

Even though 2008 will probably be a difficult year, the Mexican
econony will continue oshow stability and strengrh as consequence
of the <liscipline in its economde policies. Mexico will cominee o
arow and will generate a great nember of jobs although notata rate
that reflects the countrv’s tme potential, Even thougle itis a fact that
progress has been made, some strneturad refonns remain pending;
wamely those related ro education, energy ad labor, among others.
Also, the obsucles that hinder the country’s competitiveness

remain to be addressed with the required eflectiveness,

We reiterate, some consensus has been veached and we have
made some advancemeut although not as necded to reach higher
growth rates and decidedly drive the country’s wodernization.
It is necessary and urgent to do more and we expect that 1he
combined efforez by the Govervment, by Congress and by the
differem politcal actors. as well as the required participation
of the civil soctety wilt vranstate into agreements that will make
Mexico a more modern, competitive and atractive country for

investments, more decided 10 grow and create jobs.

Withine this context, in Kinberlv-Clark de Mexico we are
convinced that our counury has a very promissory future




and we as a company have (o play o positive and optimistic Yours Truly,
role. With this purpose, we will continue locusing 1o achieve
growing cconamic results via innovation in evervihing we

do; the leadership of our personnel, producs and bramls;

continuous and  sustained  investmems inooar markens,”
products, techuology, processes and  equipment; aned, by \
means of a sacial respansibility towards the enviconmen and &\.._J‘-‘X C{p-— Ty

the community. b 2008, we will make clforts to deliver this

vision and its relared medin and long term straregies with Claudio X, Gonzalez Pablo R. Gonzalez G,
the greatest ]IUSS”I'!: SULCESS, Chairman of the Board of Diseciors Managing Director

Messrs Stockholders, on hehall of the Board of Dircotors we
thank vou for vour support during lnse year and we reiterate
our cotnitment 1o continue o work with all of our managing s report ceceived  the furerable apivion in oll its terms by the Board

capabilities during this vear which bas just stirted, of Directors during the mecting hefd o Pebroorn: 2% 2008,
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Jost Amonio Barrera Bortoni
{Yirector of Innovation and Growth
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Independent auditors’ report

Tor the Board of Directors and Srockholders
of Kimberly-Clark de México. S.AB. de C.V.

We have audited the accompanying consolidated halance sheets of Kimberlv-Clark de México. S.AB. de €.V und subsidiaries
{the “Company™) ar of December 31, 2007 and 2006, and the related consolidated statemenms of income. changes in
stockholders” equity and changes in financial position for the vears then ended. all expressed in thousands of Mexican pesos
of purchasing power of December 31, 2007, These financial statements arve the responsibility of the Cormpany's management.

Our responsibility is (o express an opinion on (hese financial statemems based on our audirs,

We conducted vur avdits in aceordance with awditing standards generally accepted in Mexico. Those standards require tha
we plan and perforon the audic to obiain reasonable assurance abowt whether the financial stmemenis are free of material
misstatement and that they are prepared v accordance with Mexiean Financial Reporting Standards. An audit includes
exaumining. on a test basis. evidence supporting the amoums aned disclosures in the financial statements. An awdit also
includes ussessing the accounring principles used und significant estinutes made by management. as welt as evabuating the

overall financial starement presentation. We believe that owr audies provide a reasonable basis for onr opinion.

I our opinion. such consolidated financial statemems present fairlv. inalb material respects. che financial position of Kunherly-
Clark de México. S.AB. de OV, and subsidiaries us of December 31, 2007 and 2000. and the results of their operations.
changes in their stockholbders” equity and changes in their financial position for (he vears then ended ia conlorminy with
Mexican Financial Reporting Standards.

The acconpanying consolidated finaneial statements have been tanslaed o English for the convenience of users.

Galaz. Yamazaki, Ruiz Urquiza. 8. C.
Member of Deloitee Touche Tohmatsu

A,

C. P C. Benjamin Gallegos Pérex

February 1, 2008
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Consolidated balance sheets

December 31, 2007 and 2000

(Thousamls of Mexican pesos ol }lnrl:hnr‘\ing power of December 31 2007)

Assets

Current assets:
Cash and cash equivalents
Accounis receivable — net

Acceouns receivable due from Grupo Papelero Seribe. SAL de GV

Inventories - net
Assers from discontinued operations

2006

1.843.476
4.253.962
722,537
1.610.740
230.497

Total current assets
Accounts receivable due fromn Corporacion Scribe, S.APL de GV
Derivative linancial instnonems

Properiy, plant and equipiment - net

8.661.218

563.930

14.054.453

Total 23,412,012 23,279,601
Liabilities and stockholders’ equity
Current liabilities:
Current portion of long-term deln 100,636
DPerivative finuncial instramems 586,247
Trade accoums pavable 2,757,900
Acerned liabilities 1.209.879
Income tax 474,506
Statutory emplovee profic shiaring 484,032
Liabilities from discontinued operations 792,689
Total current Liabilities 0,405,895

Long-term debn
Deferred income 1axes

Deferred statutory emplovee profic sharing

5,158,658
1.951.643

37.520

Total liabilities

Swckholders™ equity

13,553.722

9.725.879

Total

See accompanying notes (o consolidated financial statenems,
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Consolidated statements of income

Years ended December 31, 2007 and 2000

{(Thousands of Mexican pesos of purchasing power of Decemnber 3102007, except basic surnings per share)

Net sales

Cost of sales

2007

21,480,233

12.683.071

2000

$ 20839463

11.752.428

Gross profii

Ceneral expensces

8.797.162

3.169.131

9.087.035

3024419

Operating profit
Other expense (icome). net

Comprehensive financing resuli

5,628,031
461,175

224.554

5,962,610
475,930

+12.818

Income before income (axes

Income taxes

+,942.322

1.21+4.347

5,073,868

1.354,739

Income from continuing operations

Loss from discontinued operations. nat

3.727.975

3,719,139

52.650

Net income

Basic earnings per share from continuing operations
{in pesos, using weignted average number of ostanding shares)

Results from discontinued operations

3,727,975

3.29

$ 3,666,489

Basic earnings per share (in pesos, using weighted
average number of outstanding shares)

See accotnpanving notes 1o consolidated lmancial statemenrs,

th

3.29

s 3.23
(.05)
$ 3.18



Consolidated statements of changes in stockholders’ equity

Years ended December 31 2007 and 20006

(Thousamds of Mexican pesos of pln'lthnsing power of December 31, 2007)

Common
siock

Balance, January 1, 2006 % 4500553

Reserve
for
Retained repurchase
carnings of owin stock

$ 7610971 5 1.473.089

3

Insufficiency
in restated
stoekholders®
equity

(686,504)

Yaluation of Total
financial stockholders'
instrumenis equily

$ - 5 12,898,709

Dividends paic (2.891,583) (2,891,583)
Repurchase of own stock (97,621) (644,003) (741,6244)
Extraordinary dividend (3.067.074) (3.067,074)
Transfer of insufficiency in
restated stockhobders™ equity (686.504) 686,504 -
Comprehensive income 3.6066.489 {139.038) 3.527.451
Balance, December 31, 2006 +,402,932 4,632,299 8§29.686 (139.038) - 0,725,879
Dividends paid (3.027.910} (3.027,916)
Repurchase of own stock (123,392} (56,610} {829,686) (1.009,688)
Transfer of insufficiency in
restated stockholders® ecuity (139.038) 139,038 -
Comprehensive income 3.727.975 (76.090) 35,222 3.687.107
Balance, December 31, 2007 $ 4279540 $ 5,136,710 8§ - % (76,0900 $ 35222 % 9375382

See accompanying notes to consolidated linancial statements.
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Consolidated statements of changes in financial position

Years ended Decender 31, 2007 i 2006

{Thousands of Mexican pesos of purchasing power of Decendwer 31, 2007}

Operaling aclivilies:
Net income from continuing operations
Add (less) irems that did not require {generate) resources:
Deprectation

2007
3,727.975

1.045.505

2000
3.719.139

1.048.979

Deferred starutory emplovee profit sharing 05,542 (20.943)
Deferred incone taxes 192,953 (114.473)
5,031,975 +.022.702
Changes in working capital:
Aceounts receivable 600, 144 (107.897)
Accounts receivable due from Grupoe Papelero Scribe, S.A. de C.V. 722,537 (722,537)
[nventories (84.502)
Trade necoums pavable (713.714) .
Acerued hahilities 301,174 (35.176)
Other. principally income: 1ax and statatory
emplovee profit sharing (382.048) 415.751
Resourees generated by continuing operations 5,474,970 +.224.311
Divesting activities:
Sale of assets - +.904, 181
[.oss from discontinued operations, ner - {52.650)
Other effects from discontinued operations (502.192) {348.587)
Accounts receivable due from Corporacion Seribe. SAPL de GV, (39.400) {563.930)

Rezources (used) generated by divesting activities

Financing activities:

(601.592)

3.930.014

Dividends paid (3.027.9106) (2.891.583)
Extraordinary dividend paidl - (3.067.074)
Derivarive financial instruments (505,656) (423.40:3)
Long-term debt - net 2,231,778 (264,137)
Repurchase of oven stock (1.009.688) {(741.624)
Rezources used in financing activities (2.311.482) (7.387.881)
Investing activities — Additions to property,
plant and equipmem (1.490,404) (878.637)
Cash and cash equivalents:
Increase (decrease) 1.071.492 (103.193)

Beginuing of vear

1.843.470

1.940.6069

End of year

See accompanving notes o consolidated financial starements.

2,914,968

1,843,476



Notes to consolidated financial statements

Years ended December 31, 2007 and 2006

{Thousands of Mexican pesos of purclusing power of December 31, 2007)

o e s e e

1.

Operations. basis of presentation and summary of significant accounting policies

Operations

Kimberly-Clark de México. S.AB. de C.V_ and its subsidiaries (the “Company™) arc engaged in the manufacture and
commnercialization of disposable produets for daily use by consumers within and away-from home. such as: diapers and
child care produets. feminine pads. incontinence care products, buil tissue. napkins, facial tissue, hand and kitchen
towels, wet wipes and health care produets, Some of the main hrands include: Huggies®. KleenBehi®, Kleenex®. Kimlark®,
Péralo®, Cottonelle®, Depend® and Kotex®.

Basis of linancial statement presentation
Consolidation - The consolidated financial statements include the accounts of Kimberly-Clark de México. S.AB. de

1

2V and the {ollowing wholly owned subsidiaries:

lan)

- Crisoba Industrial, S.A_ de C. V., which provides processing services to Kinberly-Clark de México, SAB. de C.V.

- Paper Products Trade Corporation which is a trading company incorporated in the United States of America. 10
promote exports of the Company’s products.

- Servicios Empresariales Sordn. S.A, de C.V. provides. trougl its subsidiaries, storage. distribution and other serviees

10 Kimberlv-Clark de México, S.AB. de C.V.

— Taxi Aéren de México, 5. AL provides air transportation services to personntel of Kimberly-Clark de México, 3.A.B. de
C.V. and its subsidiarics. as well as 10 the general public.

— Other subsidiaries which lcase properties, mainly to Crisoba Industrial. S.A. de C.V.
[ntercompany transactions and halances are eliminated v consolidation.

Statements of income = Beginning January 1, 2007, became effective the new Mexican Financtal Reporting Standards
("NIF7) B-3. Statement of [ncome. This standard sets a new classification of revenues, cost and expenses. into ordinary
and non-ordinary. Ordinary items are derived from primary activities representing and entity’s main source of revenues.
Consequently. classification of certain (ransaciions as special or extraordinary was eliminated: these itemns are now pari
of other income and expenses and non-ordinary items. respectively.

Statutory emplovee profit sharing (“PTU™) should be presented us an ordinary expense within other expenses {income).
and no longer presented as an income 1ax. Reclassification of this line item in 2000, is the main effect due to adoption

of this NIF,

Operating profit is the result of subtracting from the net sales (the cost of sales and gencral expenses. Although NIF B-3
does not require inclusion of dhis line item in the consolidated stuements of incowe. it has heen included for a betrer
understanding of the Company’s economic and nancial performanee.

Summary of signilicant accounting policies

Accompanving consalidated financial statements are in accordance with NIF, which require that managenent make
certain estimates and use certain assumptions that affect the wmoonts reported in the consolidated financial starements
and the disclosures in the accompanying notes, as considered pertinent in the circumstances. The significant accounting
policies are us follows:

Recognition of the effects of inflation - The consolidated financial stalements are restated to Mexican pesos of
purchasing power of the most recemt balance sheet presented. Accordingly, the consolidated financial statements of the




prios vear, which are presented only for comparative purposes, have been restated 10 the same purchasing power and.

therefore. differ from those originally reported in the prior vear.
Cash and cash equivalents — Consist of daily cash surplus investinems.,

Inventories and cost of sales — Inventories are stated an replacement cost. not 0 exceed realizable value. Cost of sales is

restated nsing replacemem cost an the date ol sale,

Property. plam and equipment - Property. plant and equipment are initially recorded at acquisition cost and restaed
of foreign origin. the acquisition cost expressed in

using the National Consumer Price Index ("NCPI7}. For fixed a3
the curreney of the countey of origin is restated for inflaion in such country and converted into Mexican pesos at the
marker exchange mte as of the balanee sheet date,

Depreciation of property. plant and eguipiment is compaed using the straighi-line method. bused on the estimated uselul

lives of ihe assets, as follows:

Average
Years
Buildings 15
Machinery and equipment 151025
Teansportation equipament 12 and 25

Capitalization of comprehensive financing result = Net comprehensive financing result incurred during awl
attribmable 1w the period of construction aml installation of property. plant and equipmen is capitalized for major

projecis, inel is :

sstared by applying the NCPL

Undl December 31, 2006 capitalization of comprehensive finaneial result was optional, beginning January 1, 2007 is
mandatory as result of the issuance of NIF D-6, Capitalization of Gomprehensive Financing Result.

Impairment of long-lived assels in use - The Company reviews the carrving amounts of long-lived assets in use in

order w detect signs of impairment indicators, Theee are po impairnent indicators as of December 31, 2007 and 20006.
Stockholders” equity = Balances in the stockholders” equity ave restated using the NCPL

Insufficiency in restated stockholders' equity — Insulficiency in restated stockholders” equity primarily arises as the
restuteinent of fuported machinery ek equipment has been below inflaion in Mexico,

Revenue recognition — Revenues are recognized in the period in whiclh ownership and/or responsibility of the inventories

is tramslerred to the customers.

Derivative financial instraments - Devivadive financial instramems are valued ac their market value and their effects
are recognized in resalis of operations of the period and stockholders” cquity. respectively. These instroments are used
as a hedge to reduce the risk of the efficts of its exposure t interest rates. exchange rate (luctuations and the prices of
certain utilities.

Foreign curreney balances and transactions - Foreign currency transactions are recorded at the applicable exchange
rate i effect ar the ransaction date, Monetary assets and liabilivies denominaced in Toreign cnrrency are translated into
dican pesos 1t the applicable exchange rate in effeer at 1he balanee sheer dane. Exchange fluctuations are recorded in

the comprehensive financing result of the period in which they ocear,
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Statatory employee profit sharing = PTU is recorded in the resules of the vear in which ir is inenrred and presented
within other expenses (income) in the accompanying consolidated statements of income. Deferred PTU is derived Trom
temporary differences determined by comparing the tax basis and aceounting value of assets and liabilitics, when it
can be reasonably assumed that such differences will generate a liability or benefit, and there is no indications that
circwmstances will change in such a way that the Labilities wilt not be paid or henefits will uo be realized.

Income taxes — Income 1ax ("ISR7). is recorded in the resulis of the vear in whicli it is incurred, recognizing deferred
elfects originated by temporary differences, corresponding 1o transactions and other economic events recognized in the
tinancial statements in periods different from those considered in the Company’s tax returns. Such effects are recorded
considering all wemporary differences determined by comparing the tax and hook basis of assets and liabilities.

Beginning 2007, in order 1o recognize deferred taxes, it is necessary 1o prepare financial projections (o identify prevailing
1axable basis, (income tax or Business lat Tux "IETU) for pavmeut of income taxes,

Segment sold and disconiinued operations

During 2000, was carried out the divestiture of the industrial products segment (PRODINY which included the writing
g £ &
and printing paper, cigarette paper and notebooks, as well as the manufaciuring of wood pulp and haggusse of cane,

Twtal value of this transaction was 434 million of U.S. dollars, out of which 384 million of U.S. dollars were received in
cash and the remaining 50 million of U8, dollars correspond 10 the investment in eapital stock of Corparacion Seribe, S.
AP L de COVLowhich will be amortized in a period not 10 exceed five vears.

Derived from this rransaction the Company entered into several service contracts wirh those mills in which services are
shared; also, the Company entered into various contracts for the purchase of raw materials produced by Grupo Papelero

Seribe, S.A. de C.V.

The lnss generated by discontinued operations is analvzed as follows:

20006
Revennes from discontinued operations S 4.388.132
Costs and expenses of discontinued operations 4,035,414
Income tax and statutory emplovee profit sharing 139.600
lneome from discontinued operations 213.112
Loss from sale of discontinued operations, net of
income tax and satuory emplovee profit shaving 205,762
Loss on discontinued operations, net $ 52,650
Accounts receivable
2007 2006
Trade § 3604288 0§ 3922369
Allowance Tor doubtful accounis (129.397) {121.787)
Net 3.564.891 3.800.482
Other 88,927 453,480
Total $ 3,653,818 $ 4,253,962




0.

Inventories

2007 2006
Finished goods 3 691425 8 690,618
Work in process 142.880 262.067
Raw miuterials wnd spare pars 810.789 652.061
Total $ 1,654,100 § 1,610,746
Property. plant and equipment

2007 2006
Buildings $ 4252283 8 3873499
Machinery aud equipmenn 23,076,807 22.516.219
Transportation cquipment 590.035 869,233
Tinal 28.219.725 27,258,951
Accumulated depreciation (14.912.382) (14.453.553)
Net 13,307,343 12,805,398
Land 506.221 518.066
Construction in progress 723313 730.989
Total $ 14,536,877 S 14,054,453

At December 31, 2007, the balance of unamortized comprehensive financing result capinalized amounts 0 $660.082.

Long-term deln
Long-term debt is summarized as follows:

2007 2006

Notes payable 10 banks, denominated in U.8. dollars. unsecared.
bearing imerest based on the LIBOR. As of December 31, 2007,
annual rates ranged from 5.03% 10 5.56%. 3 261,072 % 380.025
Senior notes denminated in US. dollars, unsecured, bearing
interest at a et lixed annual rate of 8.875%. 2,730,000 2,804,088
Markezable notes denominated in Mexican pesos, unsecured, bearing
interest hased an Cetes with maturiny of 182 days, plus 75 basis poins.
As of December 31, 2007 the annual rate is 8.45%. 750.000 778,193
Marketabte notes denominated in Mexican pesos. unsecured. hearing
interest at a fixed annual rate of 8.95%. 1.250.000 1.296,948
Markewable notes denominated in Mexican pesos, unsecured. bearing
interest based on the THE with mamrity of 28 davs, less 10 basis points,
As of Decembe- 31, 2007 the annunal rate is 7.83%. 2.500.000 —

7.491.072 5,259,291
Lss - current portion 76.108 100.636

$ 7414964 $ 35,158,658

Lang-term debt agreements contain covenams and restrictions, which limit the Company’s ability to obtain additiona)
inlebiedness el require the Company to maintain certain mivimum nancial ratios, At December 31, 2007, the
Company is in complinnee with such covenanrs,
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Long-term debr mamires as follows:

2009 S5 2,798,809
2010 S11.510
2011 15 2012 54.045
2013 1.250.000
2007 2.500.000

$ 7,414,964

To reduce the risk of volatility of the interest rate of a portion equivalent to 60% of the debt issued during 2007, the
Company entered into an interest rate swap which changed the profile of interest pavment to a fixed annual rate of

8.01%.

Stockholders’ equity

As of December 31, 2007 and 2006, common stock counsists of nowinative common shares with ne par value. as
follows:

Shares
2007 % 2006 %
Series “AT 281,533.275 h2 592.927.075 52
Series *B" 536,621,640 48 540.917 440 48
Total 1,118,154,915 160 1,139,844,515 100

In accordance with the Company’s by-laws, Series “A” shures st represent, at a minimum, 52% of common stock
outstanding and must be owned by Mexican investors.

As part of the program for the repurchase of own shares approved annually by the siockholders. as of Decenber 31,
2007 and 20006, has been repurchased 21,689,600 and 17,159,700 shares, respectively.

In accordance with the Mexican income tax law, total stockholders® equity, except Tor stockholders™ contributions and
their velated tax restaternent, as wefl as retained earnings determined based on the provisions of such law, is subject
to u dividend ax, pavable by the Conmpany, in the event of disiribution. As of December 31. 2007 the balanees of the
stockholders” equity tax necounts are represeuted by contributed capital account for $24.972,000 aud a net (ax income
account for $11.401,000.

At the Swockholders® Extraordinary Meeting held on February 28, 1992, the stockholbders authorized the issuance of
Series “T" working shares, which can be assigned only to ofticers and emnployees of the Company, as provided for by the
Board of Directors. These shares do not represent common stock or generate corporate rights: however, they do entitle
I'" shares is

@“r

haelders 1o receive dividends similar 10 these received by shares of common stock. The term of the Series
five vears from the date assigned, at the end of which they must be amortized by a pavinent caleulated based on the
adjnsted acconrting value of shares of common stock at the quarter preceding the beginming and end of the term. Such
adjusted valne iz deterinined by excluding from stockholders” equity the balance of certain equity accourus. The pavinent
is deducted from retained curnings in the vear in which iv wakes place. Aw December 31, 2007, 19.353,750 Series =T
shares have been assigned.

At the Stockholders’ Ordinary Meeting held on March 4, 2005, the stockholders anthorized a new compensation plan for
officers and ensplovees named “Plan de Asignacion de Unidades Virtnales™ (Virmal Share Award Plan). This plan will
gradually replace the prior compensaion plan. Compensation cost is recognized i resnbts of operation of cach vear.




9.

At the Stockholders” Extraordinary Meeting held on Seprember 28, 2006. the stockholilers awhorized the divestitore of
the industrial products segment, PRODIN (see note 2): in addition the stockhobders auhorized tlie Board of Dircetors o
determine and pay an extraordinary dividend. onee: payment of the sale has been received.

During the vears ended Decenber 31, 2007 and 20006, the Company paid dividends of 53,027,916 and $5,958.657,
respectively. 1T such dividends had wot been paid, stockholders” equity woulil bave heen greater by $8,986.573 and
83,958,657 as of such dates.

Business segment information

[nformation corresponding 10 cach husiness segment. based an a managerial approach is as folfows:

2007 2000
Professional Professional

Consumer amd Health Constitner and Health

Produets Care Products Core

Net sales S 18980609 § 2499624 3§ 18439898 §  2.399.565
Operating proti 5,217 483 410548 5.496,727 +05.889
Depreciation 890928 154,577 881,971 157.008
Total asscts 20L341.213 3,070,799 19.990.005 3.05:3,099

In 2007 and 2006, export sales, as a percentage of net sales, were 7% and 6%, respectively, and are included in the
respective segiments.

Other expense (income). nel

Is analvzed as follows:

2007 2006

Statutory emplovee profit sharing:
Curreni 8 03,110 § 492,320
Deferred 05.542 (20.943)
Nei +(8,052 +74.377
Orher (7477} +.553
Other expense (income), net 5 461,175 8§ 475,930

The delerred stanmory employee prodit sharing liability as of December 31, 2007 and 2000 is primarily derived fromihe
Y employee | £ b : I )
differences in 1erm between the tax and hook basis of property, plant and equipmen.

Comprehensive financing result

Consists of the following:

2007 2006
Interest expense - net g 368.535 g 387.225
Exchange fluctnaions - net 66.616 226,633
Monetary position gain (190.381) {201,040}
Capitalized comprehensive financing resuli (20.2306) -

$ 224,534 $ 412,818

Monetary position result is dewermined by applving the momhly increase in NCPLfactors 10 1he imonthly net monetary
Position,
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12,

Income taxes

ISR consist of the following:

2007 2006

Income tax:
Current S 1021394 8§ 1469202
Deferred 192.953 (114.473)
Nel $ 1,214347 $ 1,354,729

The 1SR rate was 28% in 2007 and 29% in 2000,

Starutory and effective ISR rate differ due o certain permanent differences, Tax results of the subsidiaries are consolidared
ar 100% of the equiry held in their voting stock,

The deferred income taxes liability is primarily derived from property, plant and equipment and inventories. which
as of both December 31, 2007 and 2006 represent approximately 99% and 1%, and 91% and 9%, of such liubility,
respectively,

In 