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Item 1.01. Entry into a Material Definitive Agreement.
 
At the 2006 Annual Meeting of Stockholders of Kraft Foods Inc. (the “Company”) held on April 25, 2006 (the “2006 Annual Meeting”), the Company’s
stockholders approved the 2006 Stock Compensation Plan for Non-Employee Directors (the “2006 Plan”). The 2006 Plan had been adopted by the
Company’s Board of Directors (the “Board”) on February 26, 2006, subject to stockholder approval.
 
The 2006 Plan provides for the annual grant of awards to non-employee directors and is intended to replace the Company’s 2001 Stock Compensation Plan
for Non-Employee Directors. The purposes of the 2006 Plan are to (i) align the interests of the Company’s non-employee directors with its stockholders and
(ii) attract and retain highly qualified non-employee directors. At present, there are five directors eligible to participate in the 2006 Plan because they are
members of the Board who are not full-time employees of the Company, its parent or its subsidiaries.
 
The Compensation Committee of the Board (the “Compensation Committee”) or a subcommittee thereof will administer the 2006 Plan. The 2006 Plan
provides for the issuance of up to 500,000 shares of the Company’s Class A Common Stock (“Common Stock”), subject to adjustment as determined by the
Compensation Committee in the event of any merger, share exchange, reorganization, consolidation, recapitalization, reclassification, distribution, stock
dividend, stock split, reverse stock split, split-up, spin-off, issuance of rights or warrants or other similar transaction or event. If any stock option or other
stock-based award is forfeited or expires without the delivery of Common Stock to a participant, the shares subject to such award will again be available for
distribution in connection with awards under the 2006 Plan. Any shares of Common Stock that are used by a participant as full or partial payment of
withholding or other taxes or as payment for the exercise price of an award will not be made available for future distribution in connection with awards under
the 2006 Plan.
 
The Plan provides for each non-employee director to receive, on an annual basis, restricted shares of Common Stock having an aggregate fair market value of
$115,000 or greater, as determined by the Compensation Committee. Awards may be paid in the form of shares of Common Stock, restricted stock, stock
options, other stock-based awards, or any combination thereof, as determined by the Compensation Committee.
 
If stock options or similar stock-based awards, such as stock appreciation rights, are granted under the 2006 Plan, the exercise price of each such award will
be the fair market value of a share of Common Stock on the date of grant. The term of each stock option will be 10 years. Each stock option or similar stock-
based award will vest in not less than six months from the date of the grant. Such awards will be forfeited if the participant ceases to be a non-employee



director during any vesting period, other than as a result of death or disability. The Compensation Committee may require or permit a participant to defer the
receipt of shares of Common Stock or other awards under the 2006 Plan.
 
The complete description of the terms and conditions of the 2006 Plan included in the Company’s Definitive Proxy Statement for the 2006 Annual Meeting
(the “Proxy Statement”) filed with the Securities and Exchange Commission on March 10, 2006 under the heading “2006 Stock Compensation Plan for Non-
Employee Directors” is incorporated herein by reference. The complete text of the 2006 Plan was filed as Exhibit E to the Proxy Statement and is
incorporated herein by reference as an exhibit to this report.
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Item 9.01. Financial Statements and Exhibits.
 
(d)

 

Exhibits.
     
 

 

10.1
 

2006 Stock Compensation Plan for Non-Employee Directors, which is incorporated herein by reference to Exhibit E to the
Company’s Definitive Proxy Statement filed with the Securities and Exchange Commission on March 10, 2006

     
 

 

10.2
 

Form of Restricted Stock Award Letter
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned hereunto duly authorized.
 
 

KRAFT FOODS INC.
  
 Date: April 26, 2006 /s/ MARC S. FIRESTONE

 

 

Name: Marc S. Firestone
 

Title: Executive Vice President, General Counsel
and Corporate Secretary
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2006 Stock Compensation Plan for Non-Employee Directors, which is incorporated herein by reference to Exhibit E to the
Company’s Definitive Proxy Statement filed with the Securities and Exchange Commission on March 10, 2006
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Form of Restricted Stock Award Letter
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Exhibit 10.2
 

Form of Restricted Stock Award Letter
 
[DATE]
 
 
[NAME]
[ADDRESS]
 
Re:  [                   ] Restricted Stock Award
 
Dear [NAME]:
 
Pursuant to the 2006 Stock Compensation Plan for Non-Employee Directors (the “Plan”), as adopted on April 25, 2006, you were awarded [            ] shares of
restricted Kraft Foods Inc. Class A Common Stock on [                     , 200    ]. This letter provides you with information about your award.
 
Pursuant to the terms of the Plan, the number of shares awarded to you was calculated by dividing $[            ] by $[          ] per share, which is the mean of the
high and low trading prices of Kraft Foods Inc. Class A Common Stock on [               , 200    ].
 
The shares of restricted Class A Common Stock awarded to you are subject to forfeiture in the event that you cease serving as a director of Kraft Foods Inc.
prior to [                      , 200    ], other than by reason of death or disability. These restricted shares are not transferable prior to the end of the restriction period,
unless required by law.
 
The restricted shares will be held in a book-entry account in your name at the Company’s transfer agent until [              , 200       ]. During this restricted
period, you will have the rights to vote the shares and to receive any cash dividends payable with respect to the shares, as paid, less applicable withholding
taxes (if any).
 
If you have any questions regarding this award, please contact me at [PHONE NUMBER].
 
Very truly yours,
 


