
 

Kimberly-Clark Reports Third Quarter 2003 Results 

Sales Rose More Than 4 Percent to $3.6 Billion; Diluted EPS Were
83 Cents Per Share vs. 85 Cents Per Share in 2002; Continued Strong Cash Flow Boosted by Working 
Capital Improvements

DALLAS, October 22, 2003--Kimberly-Clark Corporation (NYSE: KMB) today reported that sales in the third quarter of 2003 
were $3.6 billion, an increase of more than 4 percent over the prior year. Diluted net income of 83 cents per share for the 
quarter declined approximately 2 percent compared with 85 cents per share in 2002. 

Earnings before unusual items were 85 cents per share in the third quarter of 2003 versus 87 cents per share in the year-ago 
period. The unusual items are described in more detail below. 

Sales growth in the third quarter of 2003 was driven by improvement in currency exchange rates and higher sales volumes of 3 
percent and 2 percent, respectively. Sales volumes benefited from shipments of new and improved products as well as the 
consolidation of Klabin Kimberly S.A., the company's former equity affiliate in Brazil. Net selling prices were down about 1 
percent as a result of increased levels of competitive promotional spending. 

Compared with the prior year, third quarter results were also impacted by higher noncash pension expense of about $35 
million. 

For the quarter, cash provided by operations was a record $810 million, 45 percent higher than in 2002, and free cash flow 
more than doubled to $386 million. 

Thomas J. Falk, chairman and chief executive officer of Kimberly-Clark, said, "Our third quarter sales and earnings per share 
improved sequentially despite intense competitive activity. I am encouraged by the trends in our personal care business, where 
operating profit margin has recovered to more than 21 percent. Moreover, sales volumes of Huggies diapers in North America 
were up 5 percent sequentially and third quarter shipments of Pull-Ups training pants in North America set an all-time quarterly 
record. I'm also pleased with the results of our cost cutting efforts. Our businesses delivered savings of nearly $50 million in the 
quarter, putting us on track to achieve our annual target of $175 million to $200 million. 

"Meanwhile, our focus on cash flow continues to pay off, with a reduction of more than $120 million in primary working capital 
during the third quarter contributing to our strong gains." 

Unusual items 

As previously announced, the company redeemed $200 million of 7.875 percent debentures and $200 million of 7 percent 
debentures in the third quarter of 2003, enabling the company to substantially lower its financing costs. The one-time pretax 
costs of calling the debentures totaled $18 million, equivalent to 2 cents per share. Last year's third quarter results included 
pretax charges of approximately $12 million, or about 2 cents per share, primarily for business improvement programs in Latin 
America and Europe. 

Kimberly-Clark management believes that, because of the nature of these unusual items, investors' understanding of the 
company's performance is enhanced by disclosing earnings per share before unusual items as a reasonable basis for 
comparison of the company's ongoing results of operations. The attached Earnings Summary schedule provides a 
reconciliation of earnings per share before unusual items to diluted net income per share determined in accordance with 
generally accepted accounting principles. 

Review of third quarter sales 

All three of the company's business segments - Consumer Tissue, Personal Care and Business-to-Business - posted higher 
sales. In August 2003, the company increased its ownership of Klabin Kimberly, S.A. from 50 percent to 100 percent. 
Consolidation of the former quity affiliate's operating results added approximately 1 percent to sales in the quarter. 

Sales of consumer tissue products were up more than 7 percent, driven primarily by currency effects in Europe and Australia 
and the acquisition in Latin America. 

Overall consumer tissue sales volumes increased approximately 3 percent following growth of 10 percent in the third quarter of 



2002. Net selling prices were about the same as last year, as response to competitive promotional activity in North America and 
Europe offset list price increases in Europe and Latin America. 

In North America, sales volumes of consumer tissue products declined 1 percent compared with a strong overall performance in 
the third quarter of 2002, and net pricing was lower by almost 2 percent. Sales volumes of Viva towels and Scott bathroom 
tissue improved, while shipments of Kleenex facial tissue were below the prior year. Although sales of new Cottonelle Ultra 
bathroom tissue were solid, sales volumes for Cottonelle bathroom tissue overall decreased in the face of significantly higher 
levels of promotion spending by competitors. 

In Europe, consumer tissue sales increased 15 percent primarily as a result of improvement in currency exchange rates for the 
euro and the British pound. Sales volumes rose about 4 percent. Net selling prices were only 1 percent higher despite 
increases in list prices averaging 8 percent. Meanwhile, consumer tissue sales were up approximately 9 percent in Asia, as 
currency benefits in Australia and volume gains in Australia and Korea were partially offset by lower sales volumes elsewhere in 
the region. In Latin America, consumer tissue sales increased more than 30 percent primarily as a result of the consolidation of 
Klabin Kimberly, Brazil's leading tissue manufacturer. 

Sales of personal care products were up 1 percent in the third quarter. Currency-related gains of more than 3 percent were 
partially offset by lower net selling prices of about 1 percent and product mix. 

Sales volumes were flat. Although strong volume growth continued in Australia and for the company's child care and 
incontinence care products in North America, overall sales volumes were constrained by intense competition in the diaper 
category in a number of key markets. 

In North America, Personal Care sales volumes increased more than 2 percent versus the prior year, driven by record third 
quarter shipments of improved Pull-Ups training pants with Easy Open sides, GoodNites youth pants and Depend and Poise 
incontinence care products. Sales of new Huggies Convertibles diaper-pants contributed to the sequential improvement in 
shipments of Huggies diapers; however, the brand's sales volumes were still 3 percent lower than the third quarter of 2002. Net 
selling prices of personal care products in North America declined 2 percent from last year, primarily as a result of actions to 
counter price reductions implemented by a competitor in the training pant category. 

Personal care sales in Europe increased more than 2 percent in the quarter. Currency effects boosted sales nearly 9 percent, 
while lower sales of diaper products led to a 6 percent decline in sales volumes overall. In Asia, personal care sales rose 
approximately 7 percent in the third quarter, highlighted by strong double-digit growth in Australia from a combination of 
currency benefits and higher sales volumes. Finally, in Latin America, personal care sales decreased 9 percent. Sales 
improved significantly in Brazil; however, this gain was more than offset by reduced sales volumes throughout most of the rest 
of the region. 

Sales of business-to-business products increased approximately 5 percent in the quarter, driven by volume growth of about 3 
percent and currency benefits of nearly 3 percent. Sales of the company's global Health Care business set a new third quarter 
record. Its sales volumes rose 6 percent, with continued strong growth outside North America. K-C Professional's sales volumes 
in North America increased for the seventh consecutive quarter, with a gain of more than 2 percent. In other regions, K-C 
Professional's volumes grew at a double-digit rate in Asia and Latin America, but were down about 4 percent in Europe.  

Other third quarter operating results 

Operating profit in the third quarter of 2003 was $604.0 million, about 6 percent below the prior year. Before unusual items, 
third quarter operating profit declined 5 percent to $622.4 million from $656.4 million in 2002. Over and above the positive 
contributions from volume growth and changes in foreign exchange rates, the company reduced costs by about $50 million in 
the third quarter of 2003, bringing the total for the year-to-date to nearly $140 million. These improvements, however, were not 
sufficient to overcome the combined impact of lower net selling prices and higher pension expense, as well as increased fiber, 
distribution and energy costs of about $40 million. 

A slightly lower effective tax rate in this year's third quarter was driven by resolution of certain matters related to prior years' 
taxes. 

Kimberly-Clark's share of net income of equity companies in the third quarter decreased to $21.9 million in 2003 from $28.1 
million in 2002 primarily due to lower net income at Kimberly-Clark de Mexico, S.A. de C.V. (KCM). Most of the decrease was 
attributable to currency effects as a result of changes in the value of the Mexican peso. 

Year-to-date results  

For the first nine months of 2003, sales of $10.6 billion were up 4 percent from $10.2 billion in the prior year. Excluding 
currency effects, sales were up about 1 percent. Operating profit declined 7 percent to $1,790.2 million in 2003 versus 



$1,934.0 million in 2002. Diluted earnings per share for the first nine months of 2003 were $2.42 versus $2.50 in 2002, a 
decline of 3 percent. Diluted earnings before unusual items of $2.47 per share in 2003 were about 5 percent lower than last 
year's level of $2.59 per share. 

Cash provided by operations for the first nine months of the year rose 8 percent to $2.0 billion, and free cash flow reached 
$866 million, about 6 percent higher than in 2002. For the year-to-date, the company repurchased 7.0 million shares of its 
common stock at a cost of about $339 million. At September 30, 2003, net debt and preferred securities totaled $3.8 billion, 
compared with $3.9 billion at the end of 2002. 

Outlook 

Commenting on the outlook, Mr. Falk said, "Given the intensity of the competitive environment in our categories, we remain 
focused on increasing sales volumes and aggressively reducing costs over the balance of the year. 

"Looking at our three business segments, we are encouraged by the earnings growth in Personal Care and the continued 
strong operating profit margins in our B2B operations. Our product initiatives and cost reduction efforts have improved our 
competitive position. Still, we are not expecting any letup in competitive spending. In particular, we expect fourth quarter profit 
comparisons in Consumer Tissue will be pressured by higher fiber costs and continued high levels of promotion spending. 
Meanwhile, we are confident that we will continue to generate excellent cost savings across all our businesses. 

"All-in-all, we are comfortable with external expectations for our bottom-line results for 2003."  

Conference call 

A conference call to discuss this news release and other matters of interest to investors and analysts will be held at 9 a.m. 
(CDT) today. The conference call will be simultaneously broadcast over the World Wide Web. Stockholders and others are 
invited to listen to the live broadcast or a playback, which can be accessed by following the instructions set out in the Investors 
section of the company's Web site (www.kimberly-clark.com).  

About Kimberly-Clark  

Kimberly-Clark and its well-known brands are an indispensable part of life for people in more than 150 countries. Every day, 
one in four people around the world trust K-C's brands to enhance their health, hygiene and well-being -- brands such as 
Kleenex, Scott, Huggies, Pull-Ups, Kotex and Depend. For the second consecutive year, Kimberly-Clark has been named to 
Fortune magazine's list of "100 Best Companies to Work For In America." With nearly 64,000 employees worldwide, the 
company has received similar recognition in the U.K., Argentina, Australia, Czech Republic, Korea and Thailand. To keep up 
with the latest K-C news and to learn more about the company's 131-year history of innovation, visit www.kimberly-clark.com.  

Copies of Kimberly-Clark's Annual Report to Stockholders and its proxy statements and other SEC filings, including Annual 
Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, are made available free of charge 
on the company's Web site on the same day they are filed with the SEC. To view these filings, visit the Investors section of the 
company's Web site. 

Certain matters contained in this news release concerning the business outlook, including new product introductions, cost 
savings and acquisitions, anticipated financial and operating results, strategies, contingencies and anticipated transactions of 
the company constitute forward-looking statements and are based upon management's expectations and beliefs concerning 
future events impacting the company. There can be no assurance that these future events will occur as anticipated or that the 
company's results will be as estimated. For a description of certain factors that could cause the company's future results to 
differ materially from those expressed in any such forward-looking statements, see the section of Part I, Item 1 of the company's 
Annual Report on Form 10-K for the year ended December 31, 2002 entitled "Factors That May Affect Future Results."  

http://www.kimberly-clark.com/
http://www.kimberly-clark.com/


 



 



 

 



 

 



 

 



 

 



 


