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Kimberly-Clark Limited

Strategic report
for the year ended 31 December 2018

The directors, in preparing the strategic report, have complied with s414C of the Companies Act 2006.
The directors present their strategic report, together with the financial statements and auditor’s report,
for the year ended 31 December 2018.

Review of the business and future development

The company’s principal activities during the year continued to be the UK based manufacture and
marketing of health and hygiene products for household, commercial, institutional and industrial uses. .

The company operated as both a toll manufacturer and a limited risk distributor for another group
company, Kimberly-Clark Europe Limited. Under contractual agreement, the company receives a cost
plus return for its manufacturing activities, and a margin for its distributor activities.

The directors expect the company to continue to trade in its current form, and at current profit levels,
for the foreseeable future. A global restructuring program was announced in January 2018 by the
Kimberly-Clark group to enable greater investment in the company’s brands.

Key performance indicators

The directors consider the operating profit margin of the business to be a key performance indicator.
The operating profit margin for the year ended 31 December 2018 was 5.9% (2017: 4.1%) and reflects
an expected and reasonable level of profit based on the cost plus return and commission based nature
of its operations. . '

Principal risks and uncertainties

The company regularly assesses whether any potential risks exist and takes appropnate ‘mitigating
action.

Currently the directors consider the principal risks and uncertainties facing the company to be as .
follows:

Price risk:

Under contractual agreement price risk relating to mventory, utilities and other operating costs, is borne
by another group company, Klmberly -Clark Europe Limited.

Cash flow risk:

The company has exposure for capital expenditure in currencies other than sterling. The risks
associated with this expenditure are not considered significant.

Liquidity risk:

To ensure sufficient funds are available for future developments the company uses both short and
long-term debt finance from other group companies.

Credit risk:

The company's principal monetary assets are receivables from other group companies, and the
company's credit risk is primarily attributable to these receivables. Credit risk from non-affiliated parties
is indemnified by Kimberly-Clark Europe. Limited, under contractual agreement.

The credit risk on the intercompany receivables is limited because the countefparties are group
companies with strong credit ratings.

Competitive risk:

The company operates in a very mature market, with strong brand positioning.



Kimberly-Clark Limited

' Strategic report (continued)
for the year ended 31 December 2018

Interest rate risk:

Interest bearing assets and liabilities are held at a variable rate, which is linked to LIBOR. This ekposure
is not hedged as the directors do not consider it to be cost effective.

Brexit risk:

The directors continue to monitor the impact of Brexit on the company specifically with regards to the
retention of skilled labour and exchange rate volatility. Uncertainty remains about the future relationship
‘between-the UK and the EU. As a result, Kimberly Clark have put in place strategic steering groups and
agreed a risk-based approach to mltlgatlon across the organisation. Implementation of the company's
contingency plans are underway with for example analytical reviews of the operating structures of our
businesses. The Directors remain confident there are minimal risks associated with the current
contractual agreements with Kimberly-Clark Europe Ltd, where under these agreements, the company
receives cost plus return for its manufacturing and distribution activities. The Directors contmue to -
monitor the impact of Brexit and will adjust plans as regulations develop. :

Going concern

The company operates as a toll manufacturer and limited risk distributor whereby it receives a fixed
mark-up on its costs from another group company. This helps to secure the company'’s profitability.

Kimberly-Clark Luxembourg Finance SARL, as a member of the Kimberly-Clark group has confirmed
via a letter of support that it will provide adequate finance for the foreseeable future and at least for the
12 months from the date on which the financial statements are signed.

Consequently the directors believe that the going concern basis continues to be appropriate in preparing
the financial statements (see note 1 for further details).

The company meets its day to day working capital requirements through cash held with another group
company. '

The company's forecasts and projections, taking account of feasonably possible changes in trading
performance, show that the company should be able to operate using its cash balance..

This report was approved by the board on 12 August 2019, and was signed on its behalf by:

’ K S Dhillon
" Director

1 Tower View
Kings Hill
West Malling
Kent

-ME19 4HA



Kimberly-Clark Limited

Directors’ report
~for the year ended 31 December 2018

The directors present their annual report on the affairs of the company, together with the financial

.. statements and auditor’s report, for the year ended 31 December 2018.

Future developments and events after the balance sheet date

‘Details of future developments and events that have occurred after the balance sheet date can be found
in the strategic report on pages 1 to 2 and form part of this report by cross-reference.

Research and development
During 2018 the company’s prolects to develop product and process innovation continued according
to plan.

Financial risk management objectives and policies

Details of financial risk management objectives and policies can be found in the strategic report on
pages 1 to 2 and form part of this report by cross-reference.

Dividends

No interim dividend was pald during the year. The directors do not recommend payment of a final
dividend.

Directors ‘
The directors, who served throughout the year and up until the signing date, were as follows:

K S Dhillon

T O Wilkinson (appointed 07 January 2019)

O B Shai (appointed 20 May 2019) ,

K L Goodman (resigned 12 February 2018)

G Beniji (appointed 12 February 2018, resigned 01 June 2018)

Directors’ indemnities

The Kimberly Clark group has made qualifying third party indemnity provisions for the benefit of its
directors which were made during the year and remain in force at the date of this report. :

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind the
abilities of the applicant concerned. In the event of members of staff becoming disabled every effort is
made to ensure that their employment with the company continues and that appropriate training is
arranged. Itis the policy of the company that the training, career development and promotion of disabled
persons should, as far as possible, be identical to that of other employees. '

Employee consultation

The company values its employees very highly, and seeks to inform and involve them in the business.
Methods of communications include newsletters, bulletins, and management briefings. The company
consults employees or their representatives on a regular basis, and particularly concerning decisions
which are likely to affect their interests. )



Kimberly-Clark Limited

. Directors’ report (continued)
for the year ended 31 December 2018

Auditor , :
Each of the persons who is a director at the date of approval of this report confirms that:

e so far as the director is aware, there is no relevant audit information of which the company's auditor
is unaware,; and

« the director has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audit information and to establish that the company's auditor
is aware of that information. .

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the
Companies Act 2006.

Deloitte LLP have expressed their willingness to continue in office as auditor and appropriate
-arrangements have been put in place for them to be deemed reappointed as auditor in the absence of
an Annual General Meeting.

This report was approved by the board on 12 August 2019, and was signed on |ts behalf by:

K S Dhillon
Director '

1 Tower View
Kings Hill
West Malling
Kent
ME19 4HA



Kimberly-Clark Limited

Directors’ responsibilities statement
for the year ended 31 December 2018

The directors are reéponsible for preparing the Annual Report and the financial statements in
accordance with applicable law and regulations. .

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
including FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”.
Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the company and of the profit or loss of the
company for that period.

In preparing these financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.



Kimberly-Clark Limited

" Independent auditor’s report
for the year ended 31 December 2018

Independent auditor’s report to the members of Kimberly-Clark Limited
Report on the audit of the financial statements

Opinion . .
In our opinion the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2018 and of
its profit for the year then ended,;

e have been properly prepared in accordance with United Kingdom Generally Accepted '
Accounting Practice including Financial Reporting Standard 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland”; and

* have been prepared in accordance with the reqmrements of the Companles Act 2006.

\

We have audited the financial statements of Kimberly-Clark Limited (the ‘company’) which comprise:

the profit and loss account;

the statement of comprehensive income;
the balance sheet;

the statement of changes in equity;

the related notes 1 to 23.

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted
Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor's
responsibilities for the audit of the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to
our audit of the financial statements in the UK, including the FRC's Ethical Standard, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the
audit evidence we have obtained is sufficient'and appropriate to provide a basis for our opinion.

Conclusions relating to gomg concern
We are required by ISAs (UK) to report in respect of the followmg matters where:

o the directors’ use of the going concern basis of accounting in preparation of the financial
statements is not appropriate; or

o the directors have not disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the company’s ability to continue to adopt
the going concern basis of accounting for a period of at least twelve months from the date
when the financial statements are authorised for issue.

We have nothing to report‘in respect of these matters.



Kimberly-Clark Limited

Independent auditor’s report (continued)
for the year ended.31 December 2018

cher information

The directors are responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon. Our
opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If
we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether there is a material misstatement in the financial statements or a material
" misstatement of the other information. If, based on the work we have performed, we conclude that there
is a material misstatement of this other information, we are required to report that fact.

We have ‘nothing to report in respect of these matters.
Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and
for such internal control as the directors determine is necessary to enable the preparation of flnanCIaI
statements that are free from material misstatement, whether due to fraud or error.

ln preparing the financial statements, the directors are responsible for assessing the company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
“the going concern basis of accounting unless the directors either intend to liquidate the company or to
‘cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

A further-description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms
part of our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part
16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the
company’s members those matters we are required to state to them in an auditor's report and for no
other purpose. To the fullest extent permitted by iaw, we do not accept or assume responsibility to
anyone other than the company and the company’'s members as a body, for our audit work, for this
report, or for the opinions we have formed.



Kimberly-Clark Limited

Independent auditor’s report (continued)
for the year ended 31 December 2018

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
"In our opinion, based on the work undertaken in the course of the audit:

¢ the information given in the strategic report and the directors’ report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and

e the strategic report and the directors’ report have been prepared in accordance w1th applicable
legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the
.-course of the audit, we have not identified any material misstatements in the strategic report or the
directors’ report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the followmg matters if, in our
opinion:

e adequate accounting records have not been kept, or returns adequate for our audlt have not
been received from branches not visited by us; or
+ the financial statements are not in agreement with the accountmg records and returns; or
" certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

We have nothi‘ng to report in respect of these matters.

fose S

Heather Bygrave FCA

(Senior statutory auditor)

For and on behalf of Deloitte LLP
Statutory Auditor

St Albans, United Kingdom

12 August 2019



Kimberly-Clark Limited

Profit and loss account
for the year ended 31 December 2018

Turnover
Cost of sales
‘Gross profit

Administrative expenses
Distribution expenses

Operating préfit before non-routine expenses .

Non-routine administrative expénses:
Costs of business restructuring

Costs charged to Kimberly-Clark Europe Limited

- Operating after before non-routine expenses
Net finance (expense)

Profit on 6rdinary activities before taxation
" Tax (charge) / credit on profit on ordinary activities

_ Profit for the financial year

All results relate to contiriuing operations.

- 2018 2017
Note £'000 £'000
3 _ 559,166 550,468
(475,476) (471,087)
© 83,690 - 79,381
(23,855) (25,113)
(26,889) (31,894)
32,946 22,374
5 (12,900) -
5 12,900 S
32,946 22,374 -
-4 (323) (2,271)
5 32,623 20,103
8 (5,823) 1,914
26,800 22,017




. Kimberly-Clark Limited

_Statement of comprehénsive income
for the year ended 31 December 2018

Profit for the financial year

Remeasurement of net defined benefit liability

Tax relating to components of other comprehensive
(loss)/income

Other comprehensive (loss)/income

Total comprehensive income

10

Note

19
15

2018 2017
£000 £000
26,800 22,017
(4,336) 63,703
737 (15,936)
(3,599) 47,767
23,201 69,784




~Kimberly-Clark Limited

Balance sheet as at 31 December 2018
Registered number 00308676

2018 2017
Note £'000 £'000
Fixed assets _ -
Tangible assets ) ' 10 . 245,446 250,582
245,446 250,582
Current assets .
Stocks : 11 11,236 10,679
Debtors :
- due within one year 12 347,397 285,732
Cash at bank and in hand 139 532
358,772 296,943
Creditors: Amounts falling due within one year 13 (303,191) (293,234)
Net current assets ‘ 55,581 3,709
Total assets less current liabilities 301,027 ' 254,291
"Creditors: Amounts falling after more than one year 14 (1,400) (1,736)
Provisions for liabilities 15 (5,087) (10,776)
Pension liabilities 19 (29,560) - -
Net assets L | 264,980 241,779.
Capital and reserves ‘ .
Called-up share capital 4 17 221,000 221,000
Capital contribution reserve 17 835 835
Equity reserve 17 593 593
Profit and loss account - 17 ' 42,552 19,351

Sha‘reholder's funds - - 264,980 241,779

The financial statements of Kimberly-Clark Limited, company registration number 00308676, were
approved by the Board of Directors and authorised for issue on 12 August 2019.

K S Dhillon
Director

-1



Kimberly-Clark Limited

Statemerit of changes in équity
As at 31 December 2018

At 1 January 2017

Profit for the financial year
Remeasurement of net -
defined benefit liability
Tax relating to
components of other
comprehensive income

.. Total comprehensive

loss '

At 31 December 2017

Profit for the financial year
Remeasurement of net
defined benefit liability
Tax relating to
components of other -
comprehensive income

Total comprehensive
income

At 31 December 2018

Note

15

15

Called-up , Profit and
share Capital ' Equity loss
capital reserve reserve account Total
£'000 £'000 £'000 - £'000 © £'000
221,000° 835 - 593 (50,433) 171,995
- - - 22,017 22,017
- - - 63,703 63,703
- - - (15,936) (15,936)
. - - 69,784 69,784
221,000 835 593 19,351 241,779
- - - © 26,800 26,800
- - - (4,336) (4,336)
- - - 737 737
- - - 23,201 23,201 .
221,000 835 593 42,552 264,980

12




Kimberly-Clark Limited

Notes to the financial statements
for the year ended 31 December 2018

Accountmg policies

" The principal accountmg pohmes are summarised below. They have all been applied consistently
throughout the year and to the preceding year.

a. General information and basis of accounting

Kimberly-Clark Limited is a private company limited by shares incorporated in the United Kingdom
under the Companies Act and is registered in England. The address of the registered office is
given on page 2. The nature of the company’s operations and its principal activities are set out in
the strategic report on pages 1 to 2.

The financial statements have been prepared under the historical cost convention and in
accordance with Financial Reporting Standard 102 (FRS 102) issued by the Financial Reporting
Council.

The functional currency of Kimberly-Clark Limited is considered to be pound sterling because that
is the currency of the primary economic environment in which the company operates. The financial
statements are also. presented in pound sterling.

Kimberly-Clark Limited meets the definition of a qualifying entity under FRS 102 and has therefore
taken advantage of the disclosure exemptions available to it. Kimberly-Clark Limited is
consolidated in the financial statements of its ultimate parent company, Kimberly-Clark
Corporation Inc., copies of which may be obtained from its registered office at PO Box 619100,
Dallas, Texas, 75261-9100," USA. Exemptions have been taken in relation to share-based
payments, financial instruments, presentation of a cash flow statement and remuneration of key
management personnel.

The company was, at the end of the current period, a wholly-owned subsidiary of another company
incorporated outside the EEA and in accordance with section 401 of the Companies Act 2006 is
exempt from consolidation.

b. Going concern

- The company’s business activities, together with the factors likely to affect its future development,
performance and position are set out in the strategic report. The directors’ report further describes
the financial position of the company; its cash flows, liquidity position and borrowing facilities; the
company's objectives, policies and processes for managing its capital: its financial risk
management objectivés; details of its financial instruments and hedging activities; and its exposure
-to credit risk and liquidity risk.

Kimberly-Clark Luxembourg Finance SARL, as a member of the Kimberly-Clark group has
confirmed via a letter of support that it will provide adequate finance for the foreseeable future and
at least for the 12 months from the date on which the financial statements are signed.

The company meets its day to day working capital reqwrements through cash held with another
group company

The companys forecasts and projections, taking account of reasonably possible changes in
trading performance, show that the company should be able to operate using its cash balance.

The directors have a reasonable expectation that the company has adequate resources to
continue in operational existence for the foreseeable future. Thus they continue to adopt the going
concern basis of accounting in preparing the annual financial statements.

13



Kimberly-Clark Limited

Notes to the financial statements
for the year ended 31 December 2018 (continued)

Accounting policies (continued)
c. Tangible fixed assets

Tangible fixed assets are stated at cost, net of depreciation and any provision for impairment. -
Depreciation is provided on all tangible fixed assets, at rates calculated to write off the cost or
valuation, less estimated residual value, of each asset on a straight-line basis over its expected
useful life, as follows: ;

Freehold land and buildings —over 40 years
‘Leasehold improvements o — over the lease term
Plant and machinery . —over3—25years
- Assets in the course of construction *— not depreciated untiIAcapitaIised .

Residual value represents the estimated amount vs'/hich would currently be obtained from disposal-
of an asset, after deducting estimated costs of disposal, if the asset were already of the age and
in the condition expected at the end of its useful life.

d. Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to sell, which is
equivalent to the net realisable value. Cost includes materials, direct labour and an attributable
proportion of manufacturing overheads based on normal levels of activity. Cost is calculated using
the FIFO (first in, first out). method. Provision is made for obsolete, slow-moving or defective items
where appropriate.

e. Financial instruments

_Financial assets and financial liabilities are recognised when the company becomes a party to the
contractual provisions of the instrument.

Financial liabilities and equity instruments are classified according"to the substance of the
contractual arrangements entered into. An equity instrument is any contract that evidences a
residual interest in the assets of the company after deducting all of its liabilities.

(i) Financial assets and liabilities

All financial assets and liabilities are initially measured at transaction price (including transaction
costs). If an arrangement constitutes a financing transaction, the financial asset or financial liability
is measured at the present value of the future payments discounted at a market rate of interest for
a similar debt instrument.

Financial assets and liabilities are only offset in the statement of financial position when, and only
when there exists a legally enforceable right to set off the recognised amounts and the company
intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously.

Debt instruments which meet the following conditions are subsequently measured at amortised
cost using the effective interest method:

(a) The contractual return to the holder is (i). a fixed amount; (ii) a positive fixed rate or a positive
variable rate; or (iii)) a combination of a positive or a negative fixed rate and a positive variable
rate.

(b) ‘The contract may provide for repayments of the principal or the return to the holder (but not
both) to be linked to a single relevant observable index of general price inflation of the currency
in which the debt instrument is denominated, provided such links are not leveraged.

14



Kimberly-Clark Limited

Notes to the financial statements
for the year ended 31 December 2018 (continued)

1.

Accodnting policies (continued)
e. Financial instruments (continued)

(c) The contract may provide for a determinable variation of the return to-the holder during the life
of-the instrument, provided that (i) the new rate satisfies condition (a) and the variation is not -
contingent on future events other than (1) a change of a contractual variable rate; (2) to protect
the holder against credit deterioration of the issuer; (3) changes in levies applied by a central
bank or arising from changes in relevant taxatlon or law; or (ii) the new rate is a market rate of
interest and satisfies condition (a). .

(d) Thereisno contractual provision that could, by its terms, resultin the holder losing the principal
amount or any interest attributable to the current period or prior periods.

Contractual provisions that permit the issuer to prepay a debt instrument or permit the holder to

put it back to the issuer before maturity are not contingent on future events; other than to protect

the holder against the credit deterioration of the issuer or a change in control of the issuer, or to

protect the holder or issuer against changes in levies applied by a central bank or arising from
-changes in relevant taxation or law.

A‘Contractual provisions may permit the extension of the term of the debt instrument, provided that
the return to the holder and any other contractual provisions applicable during the extended term
satisfy the conditions of paragraphs (a) to (c).

Debt instruments that are classified as payable or receivable within one year on initial recognition
and which meet the above conditions are measured at the undiscounted amount of the cash or
other consideration expected to be paid or received, net of impairment.

With the exception of some hedging instruments, other debt instruments not meeting these
conditions are measured at fair value through profit or loss.

Financial assets are derecognised when and only when a) the coritractual rights to the cash flows
from the financial asset expire or are settled, b) the company transfers to another party
substantially all of the risks and rewards of ownership of the financial asset, or c) the company,
despite having retained some, but not all, significant risks and. rewards of ownership, has
transferred control of the asset to another party. .

Financial liabilities are derecognised only when the obligation specified in the contract is
discharged, cancelled or expires.

(ii) Investments
Investments in subsidiaries and associates are measured at cost less impairment.
(iii) Equity instruments

Equity instruments issued by the company are recorded at the fair value of cash or other resources
received or receivable, net of direct issue costs.

f. Impairment of assets

Assets, other than those measured at fair value, are assessed for indicatofs of impairment at each
balance sheet date. If there is objective evidence of impairment, an impairment loss is recognised
in profit or loss as described below.

Non-tinancial assets

An asset is impaired where there is objective evidence that, as a result of one or more events that
occurred after initial recognition, the estimated recoverable value of the asset has been reduced.
The recoverable amount of an asset is the higher of its fair value less costs to sell and its value in
use. :



Kimberly-Clark Limited

4 Notes to the financial statements
for the year ended 31 December 2018 (continued)

Accounting policies (continued)
f. Impairment of assets (coritinued)

The recoverable amount of goodwill is derived from measurement of the present value of the future
cash flows of the cash-generating units of which the goodwill is a part. Any impairment loss in
respect of a CGU is allocated first to the goodwill attached to that CGU, and then to other assets
within that CGU on a pro-rata basis.

Where indicators exist for a decrease in impairment loss, the prior impairment loss is tested to
determine reversal. An impairment loss s reversed on an individual impaired asset to the extent
that the revised recoverable value does not lead to a revised carrying amount higher than the
carrying value had no impairment been recognised. Where a reversal of impairment occurs in
respect of a CGU, the reversal is applied first to the assets (other than goodwill) of the CGU on a
pro-rata basis and then to any goodwill allocated to that CGU. .

F/nanc1a/ assets

For financial assets carried at amortieed cost, the amount of an impairment is the difference
between the asset's carrying amount and the present value of estimated future cash flows,
discounted at the financial asset's original effective interest rate.

For financial assets carried at cost less impairment, the impairment loss is the difference between
the asset's carrying amount and the best estimate of the amount that would be received for the
asset if it were to be sold at the reporting date.

Where indicators exist for a decrease in |mpa|rment Ioss and the decrease can be related
objectively to an event occurring after the |mpa|rment was recognised, the prior impairment loss is
tested to determine reversal. An impairment loss is reversed on an individual impaired financial
asset to the extent that the revised recoverable value does not lead to a revised carrying. amount
higher than the carrying value had no impairment been recognised.

g. Taxation

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be
paid (or recovered) using the tax rates and Iaws that have been enacted or substantively enacted
by the balance sheet date. '

Group relief received from or surrendered to related companies not paid for is accounted foras a
capital contribution.

Deferred tax is recognised in réspect of all timing differences that have originated but not reversed
at the balance sheet date where transactions or events that result in an obligation to pay more tax
in the future or a right to pay less tax in the future have occurred at the balance sheet date. Timing
differences are differences between the company's taxable profits and its results as stated in the

_financial statements that arise from the inclusion of gains and losses in tax assessments in periods
different from those in which they are recognised in the financial statements:

" Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the
basis of all available evidence, it can be regarded as more likely than'not that there will be suitable
taxable profits from which the future reversal of the underlying timing differences can be deducted.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively
enacted by the ‘balance sheet date that are expected to apply to the reversal of the tlmlng
difference. A
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Kimberly-Clark Limited

Notes to the financial statements
for the year ended 31 December 2018 (continued)

Accounting policies (continued)
h. Turnover

Turnover is stated net of VAT and trade discounts and is recognised when the significant risks and.-
rewards are considered to have been transferred to the buyer. Turnover from the supply of
services represents the value of services provided under contracts to the extent that there is a
right to consideration and is recorded at the fair value of the consideration received or receivable:

i. Interestincome

Interest income is recognised when it is probable that the economic benefits will flow to the
Company and the amount of revenue can be measured reliably. Interest income is accrued on a
time basis, by reference to the principle outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts estimated future cash receipts through.the expected life of
the financial asset to that asset’s net carrying amount on initial recognition. ‘

j- Employee benefits

For defined contribution schemes the amount charged to the profit and loss account in respect of
pension costs and other retirement benefits is the contributions payable in the year. Differences
between contributions payable in the year and contributions actually paid are shown as either
accruals or prepayments in the balance sheet. X

For defined benefit schemes the amounts charged to operating profit are the costs arising from
employee services rendered during the period. They are included as part of staff costs. There is
no contractual agreement or stated policy for charging the cost of the defined plan between
entities, therefore the full liability is recognised on the balance sheet of Kimberly-Clark Limited.

Defined benefit schemes are funded, with the assets of the scheme held separately from those of
the company, in separate trustee administered funds. Pension scheme assets are measured at
fair value and liabilities are measured on an actuarial basis using the projected unit credit method.
The actuarial’'valuations are obtained at least triennially and are updated at each balance sheet
date.

_k. Foreign currency

Transactions in foreign currencies are recorded at the rate of exchange at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet
date are reported at the rates of exchange prevailing at that date.

Other exchange differences are recognised in profit or loss in the period in which they arise.

. Leases
The company as lessee

Rentals under operating leases are charged on a straight-line basis over the lease term, even if
the payments are not made on such a basis. Benefits received and receivable as an incentive to
sign an operating lease are similarly spread on a straight-line basis over the lease term.

“m. Government grants

Government grants are recognised based on the accrual model and are measured at the fair value
of the asset received or receivable. Grants relating to assets are recognised over the expected
useful life of the asset. Where part of a grant relating to an asset is deferred, it is recognlsed as
deferred income.
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Kimberly-Clark Limited

Notes to the financial statements
for the year ended 31 December 2018 (continqed)

Accounting policies (continued)
n. Share-based payments

The ultimate parent company issues equity-settled share options to certain employees. Equity-
settled share-based payment transactions are measured at fair value (excluding the effect of non
. market-based vesting conditions) at the date of grant. The fair value determined at the grant date
of the equity-settled share-based payments is expensed on a straight-line basis over the vesting
period, based on the company's estimate of shares that will eventually vest and adjusted for the
,effect -of non market-based vesting conditions. :

Fair value is measured by use of the Black Scholes pricing model which is considered by
management to be the most appropriate method of valuation. The expected life used in the model
has been adjusted, based on management’s best estimate, for the effects of non-transferability,
exercise restrictions, and behavioural consideration.

o. Restructuring expenses

As ‘part of the global restructuring project, announced in January 2018, severance costs are
recognised at the point formalised plans have been announced to employees. For anticipated
impairment of fixed assets, incremental depreciation is recognised on identifiable assets. Pension
settlement and curtailment charges are recorded as incurred.

\

Critical accounting judgernents and key sources of estimation uncertainty

In the application of the company’s accounting policies, which are described in note 1, the directors .
are required to make judgements, estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other sources. The estimates and -
associated assumptions are based on historical experience and other factors that are consudered
to be relevant. Actual results may differ from these estimates.

The estlmates and underlying assumptions "are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision -
affects only that period, or in the period of the revision and future penods if the revision affects -
both current and future periods -

Critical judgements in applying the company’s acco(mting policies

Management have not identified any crltlcal judgements in applying the company’s accountlng
policies.

Key sources of estimation uncertainty

Management have estimated the recoverability of its trade receivables and made provisions

accordingly. Estimations are also made with regard to accrued customer discounts and allowances -

which are typically driven by volume.

The determination of the pension cost and defined benefit obligation of the Company s defined
benefit pension scheme depends on the selection and values of certain assumptions which include
discount rate, inflation rate, salary growth and mortality. Note 19 provides information on the
assumptions used to measure the scheme liabilities. Differences arising from actual experlence or
future changes in assumptions will be reflected in subsequent periods.

Management judgement has been used to determine whether a restructuring cost can be
recognised in the year. Key judgements included assessing whether the timing and extent of the
plans ‘and their communication to those likely to be affected meet relevant provisioning
reqwrements as at the balance sheet date.
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‘Kimbei'ly-CIark Limited

Notes to the financial statements
for the year ended 31 December 2018 (continued)

Turnover A
- The company has only one class of business which relates to the UK market.

All turnover arises from commissions.

2018 2017
* £000 £'000
Commissions - 559,166 550,468
559,166 550,468
Net finance expense
2018 2017
£'000 £'000
Interest payable and similar charges 1,146 979
Interest receivable from group undertakings (113) -
Other finance (income)/cost " (710) - 1,292
' 323 2,271
Interest payable and similar charges
2018 - 2017
£'000 £'000
Finance leases and hire purchase confracts ' 3 2
Interest payable to group undertakings 1,143 981
1,146 983
Borrowing costs capitalised ' - 4
1,146 979

" Borrowing costs have been capitalised based on a capitalisation rate of 7.50% (2017 7.50%)



Kimberly-Clark Limited

Notés to the financial statements
for the year ended 31 December 2018 (continued)

Net finance expense ’(continued)

The company capitalization rate is determined monthly using the interest avoidance method. The
interest avoidance method requires that outstanding intérest bearing obligations be -ranked by
interest rate in descending order and that the cumulative principal or face amount of the obligations
be compared to the cumulative spending on the qualifying project until the outstanding interest
bearing obligations are exhausted or the cumulative spending is reached, whichever occurs
first. The practicability of repaying the individual borrowings mcluded |n the outstanding interest
bearing obligations is not considered.

Investment (income)

2018 2017
£'000 £'000
Other interest receivable and similar income ' . (113) .-
(113) -

Other finance (income)/expense
‘ 2018 2017
£'000 , £'000
Net interest on defined benefit liability (note 19) _ (710) 1,292
(710) 1,292

Profit on ordinary activities before taxation

Profit on ordinary activities before taxation is stated after charginé/(crediting): .
' . 2018 2017

£'000 £'000
Depreciation of tangible fixed assets (note 10) ' 22,844 23,539 °
Research and development - _ 9,128 - 8,062
Government gra\nts (credit) ' : (96) (96)
Operating lease rentals : _ 5,124 5,915
Foreign exchange loss - . 8 35
Loss on disposal of fixed assets ' : 288 317

-

Auditor's remuneration for the auditing of the company’s financial statement of £130,000 was
borne by a group company (2017: £130 000)

No services were performed pursuant to contingent fee arrangements.

During the year a global restructuring program was announced by the Kimberly-Clark group in
order to free up funds to enable greater investment in the company’s brands. As such, the
company has incurred a number of non-routine costs.
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Kimberly-Clark Limited

Notes to the financial statements
for the year ended 31 December 2018 (continued)

Profit on ordinary activities before taxation (continued)

As a result of the curtailment of the defined benefit pension scheme, a cost of £8,482,000 was
" recognised as a non-routine expense in the year. A further additional £4,153,000 was recogmsed
as employee separation costs and £259,000 was incurred on other non-routine activities. These
costs were charged to Kimberly-Clark Europe Limited under the contractual agreements in place
(see also note 6,.note 13 and note 23).

Staff numbers and costs

The average monthly number of employees was:

2018 2017

Number Number

Production , 839 848
Administration 164 , 163
1,003 - 1,011

Their aggregate remuneration comprised:

2018 2017
£'000 ~ £'000

Wages and salaries 53,363 53,341
Social security costs S 6,788 7,112
Other pension costs ' 9,953 10,437
Severance costs relating to restructuring _ 4,153 -
74,257 ‘ 70,890

'‘Other pension costs includes only those items included within operatlng costs. Items reported
elsewhere have been excluded.

As part of the current year restructuring severance costs of £4,153,000 (2017: £NiL) are included
in staff costs above. These costs were charged to Kimberly-Clark Europe Limited (see also note
5).
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Kimberly-Clark Limited

Notes to the financial statements .
for the year ended 31 December 2018 (continued)

Directors’ remuneration and transactions -

No director received emoluments from the company in the year. No director was a member of the
defined benefit pension scheme or the company defined contribution pension scheme during the
year. Directors’ remuneration was borne by other group companies. An amount of £661,000 was
paid to a director by another group company Kimberly-Clark Europe Limited.

Directors’ advances, credits and guarantees

There were no such transactions or balances with directors during the current or prior year.

2018 2017

£'000 £'000
Directors' remuneration .
Emoluments - 217
Amounts receivable (other than shares and share options) under
long-term incentive schemes N _ v 27
- 244
2018 2017
Number Number
The number of directors who: . . )
Are members of a defined benefit pension scheme ) - -
Exercised options over shares in a group company - 1
Had awards receivable in the form of shares under a long-term
incentive scheme : N ; ‘ - ' 1
2018 2017
: £'000 £'000
Remuneration of the highest paid director: : '
Emoluments _ - ’ 217
Amounts receivable (other than shares and share options) under :
long-term incentive schemes _ - 27

- 244

Directors’ advances, credits and guarantees

Details of transactions with directors during the year are included in the related parties note.
N \
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Kimberiy-CIark Limited

Notes to the financial statements
for the year ended 31 December 2018 (continued)

Tax on profit on ordinary activities

The tax charge/(credit) comprises:

2018 2017

, | £000 £'000
. Current tax on profit on ordinafy activities
UK corporation tax on profits of the year , 17,208 : 3,634
" Adjustments to UK corporation tax in respect of prior years " (2,533) (349)
Total current tax - 14,675 3,285
Deferred tax
Origination and reversal of timing differences . .(9,869) : 129
Effect of increase in tax rate on opening liability 1,039 : (5,353)
~ Adjustment in respect of prior years (22) 25
Total deferred tax (note 15) ' ' (8,852) (5,199)

Total tax charge / (crédit) on profit on ordinary activities 5,823 (1,914)

Factors affecting tax charge for year

The differences between the tax assessed for the year and the standard rate of corporation tax

are explained as follows:

2018 ' 2017
£'000 £'000
Profit on ordinary- activities before taxation ' 32,623 20,103
-Tax on Profit at standard rate of corpbration tax in the UK 19.00% .
(2017: 19.25%) 6,198 3,870
Effects of:
Expenses not deductible _ - 779 - 557
Adjustment for previous years ‘ (277) (324)
Tax rate changes ' : ' 1,039 (5,354)
Pension movement . 284 (661)
Effects of other reliefs ' (2,278) ' -
Other ; 78 (2)
Tax charge / (credit) for the year 5,823 (1,914)
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Kimberly-Clark Limited

Notes to the financial statements
for the year ended 31 December 2018 (continued)

Tax 6n profit on ordinary activities (continued)
Factors that ma y affect future tax charges

The main rate of UK Corporation Tax reduced from 20% to 19% from 1 April 2017 and will
reduce from 19% at the balance sheet date to 17% from 1 April 2020. These rate reductions
were substantively enacted into law by the balance sheet date and are reflected in the calculatlon
of deferred tax at the balance sheet date.

During the year beginning 1 January 2019, the net origination and reversal of deferred tax assets
and liabilities is expected to have no impact on the corporation tax charge for the year due to the
overall availability of tax losses reducing the corporation tax charge to. nil.

Share based payments
Equity-settled share option scheme

The company issues shares options in Kimberly-Clark Corporation to certain employees There
are three award types as follows:

Approved Share Option Scheme

These share options vest over three years: 30% by the first anniversary of the grant, 60% hy the
second and 100% by the third. The option must be exercised by the tenth anniversary of the
grant. All outstanding options vest upon retirement which can take place no earlier than age 55.
In the case of death or incapacity due to ill health outstanding shares automatically vest and must
be exercised within three years. For employees who leave the company for other reasons
(voluntarily or involuntarily), vested options will forfeit three months after the date of termination. All
shares that have not vested are forfeited if the employee leaves the company

Unapproved Share Option Scheme (unapproved meaning no special HMRC treatment)

These share options vest over three years: 30% by the first anniversary of the grant, 60% by the
- second and 100% by the third. The option must be exercised by the tenth anniversary of the

grant. All outstanding options vest upon retirement which can take place no earlier than age 55. In -

the case of death or incapacity due to ill health outstanding shares automatically vest and must be
- exercised within three years. For employees who leave the company for other reasons (voluntarily
or involuntarily), vested options will forfeit three months after the date of termination. All shares
that have not vested are forfeited |f the employee leaves the company

Restricted Stock Unlt Plan

The company issues restricted stock units to certain employees, some of which have performance
criteria. Performance restricted stock units vest on the third anniversary of the grant. The vesting
schedule for time-vested restricted stock units can vary, but is typically two or three years. If more
than six months after the date of grant, all outstanding shares automatically vest at the date of
' retirement, which can take place no earlier than age 55. If more than six months after the date of
grant, upon death or incapacity due to ill health the shares vest automatically on a pro-rata -
basis. All non-vested units are forfeited if the employee leaves the company.

The fair value of the share'options is calculatedAusing the Black Scholes model, which is
considered the most appropriate generally accepted valuation method of measuring fair value.

The required disclosures are included in Kimberly-Clark Corporation’s consolidated financial .

statements. The Company measures its share- based payment expense using the Black-Scholes
- valuation model based on the number of shares granted over a vesting period of three years. The
‘vesting period is accelerated for participants who are age 55+ at the grant date, or who will turn
. age 55 during the vesting period.
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Kimberly-Clark Limited

Notes to the financial statements

for the year ended 31 December 2018 (continued)

10. Tangible fixed assets

Freehold land

Assets in the

Leasehold Plant and course of :
and buildings improvements machinery construction Total
£'000 £'000 £'000 £'000 £'000
Cost
“At1 Jénuary 2018 107,256 3,020 488,209 10,180 608,665
Additions 4,428 - 11,501 2,125 18,054
Disposals (343) - (8,392) - (8,735)
At 31 Deéember 2018 111,341 3,020 491,318 12,305 617,984
Depreciation »
At 1 January 2018 51,004 2,124 304,955 - 358,083
Charge for the year 3,074 74 19,696 - 22,844
Disposals (316) - (8,073) - (8,389)
At 31 December 2018 53,762 2,198 316,578 . - 372,538
Net book value
At 31 December 2018 - 57,579 822 174,740 12,305 245,446
At 31 December 2017 56,252 - 896 183,254 10,180 250,582
Leased assets included above:
Net bbok value
- At 31 December 2018 - 822 - - - 822
At 31 December 2017 - - - 896

896

Borrowing cbsts amounting to £NIL (2017: £3,878) have been included in the cost of tangible fixed

assets.
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Kimberly-Clark Limited

Notes to the financial statements

for the year ended 31 December 2018 (continued)

1.

12.

. 13.

Stocks

Raw materials and consumables -

Debtors

Amounts falling due within one yéar:

Trade debtors

Amounts owed by group undertakmgs
Other debtors ‘

Prepayments and accrued-income

Creditors - amounts falling due withi'n one year

Amounts falling due within one year:
Supply chain finance*

Trade creditors ‘
Amounts owed to group undertakings '
Corporation tax

Other taxation and social security
Other creditors

Accruals and deferred income

2018 2017
£'000 £000
11,236 10,679
2018 2017
£000 £000 - .
110,919 115,210
230,352 163,660
2,654 2522
3.472 4,340
347,397 285,732
2018 2017
. £000 £000
2,193 544
25,023 24 848
209,620 206,645
; 2278
11,938 13,468
407 426
54,010 45,025
303,191 203,234

*Supply chain finance which is offered through banking group facilities. This facility allows
suppliers to obtain payment from the bank ahead of commercially agreed payment terms. There
is no impact on-liquidity as Kimberly Clark limited will in turn make payment to its bank on the due

date of the invoice.
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Kimberly-Clark Limited

Notes to the financial statements

_ for the year ended 31 December 2018 (continued)

14.

15.

Creditors — amounts falling due after more than one year

2018

2017
. £'000 £'000
Amounts falling due after more than one year: '
Accruals and deferred income 1,400 1,736
1,400 1,736
Provisiohs for liabilities
Restructuring Deferred -
provision taxation Total
£000 £'000 £'000
At1January 2018 - - - 10,776 10,776
Utilised in the year ' © (9,000) - (9,000)
Charged / (credited) to profit and loss account 12,900 (8,830) 4,070
(Credited) to other comprehensive income - (737) (737)
Adjustment in respect of prior years - (22) (22)
At 31 December 2018 : . 3,900 1,187 5,087
Deferred tax is provided as follows: ‘
' 2018 2017
£'000 £000
Fixed asset timing differences 7,588 11,189
Short term timing differences (1,376) (413)
Pensions (5,025) -
1,187 10,776
The deferred tax liabilities and restructuring provisions are payable within 12 months.
| 2018 2017
£'000 £'000
Pension Liability (note' 19) 29,560 -




Kimberly-Clark Limited

Notes to the financial statements
for the year ended 31 December 2018 (continued)

16.

Financial instruments

The carrying values of the company’s financial assets and liabilities are summarised by category
below: - ) . S
2018 2017
A £'000 £'000
Financial assets
Measured at uhd‘iscounted amount receivable . 4
- Trade and other debtors (note 12) ' 117,045 115,210
- Amounts due from group undertakings (note 12) 230,352 163,660
347,397 278,870
P : S 2018 2017
' ' £'000 £'000
Financial liabilities
- Supply chain finance (note 13) 2,193 ’ 544
- Trade and other creditors (note 13) _ ; 25,329 ' 25,274
- Amounts owed to group undertakings (note 13) ' 209,620 206,645
237,142 232,463

The Company's income, expense, gainsl and losses in respect of financial instruments are

summarised below:

2018
£'000
Interest income and expense
Total interest income for financial assets at amortised cost 13 -
Total interest expense for financial assets at amortised
cost : ' . 1,146
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2017
£'000
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Kimberly-Clark Limited

Notes to the financial statements
for the year ended 31 December 2018 (continued)

17. Called-up share capital and reserves

2018 - ' 2017

£'000 £'000

Allotted, called up and fully paid . ' ‘
213,402,300 ordinary shares of £1 each ' 213,402 . 213,402
7,697,700 0% redeemable preference shares of £1 each ) 7,598 7,598
221,000 221,000

The company has ordinary shares which carry no right to fixed income and 0% redeemable
preference shares that carry no voting rights or rights to dividends, but have priority over the
ordinary shares on a return of assets on liquidation or otherwise, to the extent of the nominal
amount paid -up. They are redeemable at the company's options at any time. No premium is
payable on redemption.

The company'’s other reserves are as follows:

Profit and loss reserve:

The profit and loss reserve represents cumulative profits or losses, net of dividends paid and other
adjustments.

Equity reserve:

The equity reserve represents share-based payments in respect of share options issued by the
ultimate parent company to its employees.

Capita'l contribution reserve:

The capital contribution reserve relates to Qroup relief received from and surrendered to group
companies for nil consideration. During the year the company surrendered nil (2017: nil) of such_
group relief. :
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Notes to the financial statements
for the year ended 31 December 2018 (continued)

48. Financial commitments

. : . , 2018 . 2017
Capital commitments are as follows:
£'000 £'000
Contracted for but not provided for: _ 3,638I 1‘,875i
| 3,638 1,875
Total future minimum lease payments under non-cancellable operating leases are as follows:
Land and Land and- =
buildings ~ Other buildings - Other
2018 2018 2017 .2017
. ~ £'000 : £'000 £'000 £'000
Within one year E . 3,710 751 4,039 884
Between one and five years 5,621 642 9,993 674
After five years ' - - - -
9,331 1,393 14,032 1,558 -
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: Notes to the financial statements.
for the year ended 31 December 2018 (continued)

“19. Employee benefits

Defined contribution schemes

. The company operated a defined contribution retirement benefit scheme for all qualifying
employees. The total expense charged to profit or loss in the year ended 31 December 2018 was
£3,350,152 (2017: £2,945,838). -

Defmed benefit schemes

"The company operates defined benefit pension schemes and the Klmberly-CIark Pension
Scheme, for qualifying employees of Kimberly-Clark Limited and other group companies within the
UK. At year-end the company was owed £239,373 (2017: £262,964) from the group companies.
The scheme was curtailed in December 2018 as part of the global restructunng program, and no
future serwce accruals are to be made. ,

The disclosures below relate to the entlre defined benefit pension scheme, and encompass the
employees in other UK group companies. The assets of both schemes are held in separate trustee
administered funds. Under the scheme the employees are entitled to retirement benefits based on
employee contributions of either 3.75% or 5% of post 2012 eligible earnings. The scheme which
is a funded scheme, is closed to new members and has been curtailed.

Under the schedule of contributions dated 05 April 2018, Kimberly-Clark Limited will make annual
scheme expense contributions of £2.0m" until 2024. Additional funding floor mechanism
contributions will be payable -in the event that the scheme’s funding level as assessed each 31
December, with-the next assessment as at 31 December 2019, is less than 95%.

The most recent actuarial valuations of scheme assets and the present value of defined benefit
obligation were carried out at 05 April 2018 by C B Rodgers, Fellow of the Institute of Actuaries.
The present value of the defined benefit obligation, the related current service cost and past
service cost were measured using the projected unit credit method. At the year-end the valuation
was updated based on high-level groupings of membership information.

Valuation at
- 2018 2017
Key assumptions used: ,
Discount rate 2.88% 2.70%
Future pension increases 3.00% 3.00%
Inflation 3.25% 3.25%
Mortality assumptlons

Investlgatlons have been carried out within the past three years into the mortahty experience of
the company'’s defined benefit schemes. These investigations concluded that the current mortality
* assumptions include sufficient allowance for future improvements in mortality rates The assumed
life expectatlons on retirement at age 65 are:

N

Valuation at

2018 2017
: years years
Retiring today: ‘ _
Males 21.40 21.50
" Females 23.30 23.40
Retiring in 20 years: :
Males 23.10 23.30
Females ¢ 25.20 25.30
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Notes to the financial statements
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19. Employee benefits (continued)

‘Amounts recognised in the profit and loss account in respect of these defined benefit schemes are

as follows:
2018 2017
£'000 £'000
Current service cost ‘ 9,399 10,730
Net interest (income)/cost recognised in the balance sheet ‘ (710) 1,292
‘Scheme curtailment / Guaranteed minimum pension 28,535 -
o 37,224 12,022
Recognised in other comprehensive income : ) ' 19,176 A (78,543)
AUnrecognised surplus ) (14,840) 14,840
Total cost/(income) relating to definéd benefit scheme = | 41,560 ' (51,681)

The amount recognised in the balance sheet arising from the company's obligation in respect of ‘
its defined benefit retirement benefit scheme is as follows: -

2018 2017

£'000 £'000
Present valﬁe of defined benefit obligations ; (1,189,189) - (1,254,522)
Fair value of scheme assets , ' ) 1,159,629 1,269,362
Net (liability)/asset A o (29,560) 14,840
‘Unrecognised surplus : . . - ‘ (14,840)
Net (liabilitv) recoanisedin thg balance sheet ' (29.560) . -

Movem'en‘ts in the net present value of defined benefit obligétions wére as follows: :
’ 2018 L2017

. . £'000 . - £'000
At 1 January » : " (1,254,522) (1,312,259)
Service cost , ' K (9,399) (10,’730)
Interest cost . (33,157) -+ (32,695)
‘Actuarial gains and losses : o : 62,831 50,946
Scheme curtailment (12,117) : -
Guaranteed minimum pension . (16,418) . -
Contribution from scheme participants . o (861) (957)
Benefits paid ) ) ' 74,454 51,173"

At31December ' (1,189,189) ' (1,254,522)
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19.

. 20.

- 21,

22,

Employee benefits (continued)

Movements in the fair value of scheme assets were as follows:

2018 2017

£'000 £'000
At 1 January ) . 1,269,362 1,260,762
Interest income ' . 33,867 31,403
Return on scheme assets greater/(less) than discount rate ’ (82,007) 27,597
Contributions from the employer 12,000 64
Contributions from scheme participants ‘ 861 957
Benefits paid : ' - (74,454) (51,173)
Admin costs paid _ _ ‘ - " (248)
At 31 December 1,159,629 1,269,362

The fair value of scheme assets at the balance sheet date was as follows:

2018 : 2017

£'000 £'000

Equity i‘nstruments : _ : 238,586 257,900
Debt instruments » ' 669,382 780,339
Other assets ‘ 251,661 231,123
1,159,629 : 1,269,362

Related party transactions-

Directors have taken advantage of the e'xemption under FRS 102 from disclosing transactions with
other wholly-owned group-members. There are no other related party transactions.

Controlling party

The directors regard Kimberly-Clark European Services Limited, a company incorporated in Great
Britain as the immediate parent company and Kimberly-Clark Corporation Inc., a company
incorporated in Delaware, United States of America, as the ultimate parent company and
controlling entity. This is the smallest and largest group in which the company is consolidated.
Copies of the consolidated financial statements of Kimberly-Clark Corporation Inc. can be obtained

from PO Box 619100, Dallas Texas, 75261-9100, USA.

Off-balance sheet arrangements

Other than financial commitments for operatihg leases (see note 18) there are no other material
off-balance sheet arrangements in place.
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23. Subsequent events

In January 2018 a global restructuring program was announced by the Kimberly-Clark group in
order to free up funds to enable greater investment in the company’s brands. This program is
expected to run until December 2020.

In February 2019, management announced plans to invest and make changes to its current
manufacturing operations in to order to reduce costs and strengthen innovation capabilities. It is
anticipated a number of upgrades will commence and existing plant and machinery will be

- decommissioned. An approximate investment of £97 000,000 is to be made and costs of
£14, 000 000 are expected to be incurred.

It is expected these changes and upgrades will be completed by December 2020. All costs incurred

in relation to this project will be recharged to Kimberly-Clark Europe Limited as part of the existing
contractual agreements
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