SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K
CURRENT REPORT

Pursuant to Section 13 or 15(d) of the
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KRAFT FOODS INC.

(Exact name of registrant as specified in its charter)

Virginia 001-16483 52-2284372
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Three Lakes Drive, Northfield, Illinois 60093-2753
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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:

o Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
o Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
o Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

0 Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Item 1.01. Entry into a Material Definitive Agreement.
The information described below regarding the agreement with Ms. Betsy D. Holden under Item 5.02 is hereby incorporated by reference in this Item 1.01.
Item 5.02. Departure of Directors or Principal Officers; Election of Directors; Appointment of Principal Officers.

(b) On June 24, 2005, Kraft Foods Inc. (“Kraft”) and Ms. Holden, President of Global Marketing & Category Development for Kraft, announced her intention
to leave Kraft and resign her position on Kraft’s Board of Directors, effective June 30, 2005. In connection with Ms. Holden’s departure, on June 24, 2005,
Kraft and Ms. Holden entered into a Separation Agreement and General Release (the “Separation Agreement”). Pursuant to the terms of the Separation
Agreement, Ms. Holden will receive separation payments at her current base salary through June 30, 2007 and will be eligible to participate in various Kraft
benefit plans including applicable medical and retirement plans. Ms. Holden will receive payments in lieu of awards under the Kraft Management Incentive
Plan (“MIP”) and the 2004-2006 Long Term Incentive Plan (“LTIP”), prorated from January 1, 2005 through June 30, 2005 and January 1, 2004 through

June 30, 2005, respectively. In consideration for the payments in lieu of awards under the MIP and LTIP programs, Ms. Holden will agree not to work for
specified competitors through February 15, 2007 without the prior written consent of Kraft. Ms. Holden will forfeit her right in the unvested portion of the
performance-enhanced stock option grant issued on June 12, 2001 and restricted stock grants issued in 2003, 2004 and 2005. Ms. Holden will receive a
payment in lieu of the restricted stock grants based on a pro rata number of shares in accordance with Kraft’s practice.

The foregoing description of the Separation Agreement is qualified in its entirety by reference to the complete terms and conditions of the Separation
Agreement, which is attached as Exhibit 10.1 to this Current Report on Form 8-K and is incorporated herein by reference.

On June 24, 2005, Kraft issued a press release announcing Ms. Holden’s departure. A copy of the press release dated June 24, 2005 is attached as
Exhibit 99.1 to this Current Report on Form 8-K and is incorporated herein by reference.

Item 9.01. Financial Statements and Exhibits.

(c) The following exhibits are being filed with this Current Report on Form 8-K:

Exhibit Description



Number

10.1 Separation Agreement and General Release dated as of June 24, 2005 between Kraft Foods Inc. and Betsy D. Holden
99.1 Press Release dated June 24, 2005
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SIGNATURE

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.

/s/ Marc S. Firestone

Name: Marc S. Firestone
Title: Executive Vice President, General
Counsel and Corporate Secretary

Date: June 24, 2005
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Number Description
10.1 Separation Agreement and General Release dated as of June 24, 2005 between Kraft Foods Inc. and Betsy D. Holden
99.1 Press Release dated June 24, 2005




Exhibit 10.1
SEPARATION AGREEMENT AND GENERAL RELEASE

Betsy D. Holden (“Holden”) has been employed by Kraft Foods Inc. (“Kraft”) as President, Global Marketing & Category Development in
Northfield, Illinois. Holden and Kraft have mutually agreed to end Holden’s employment relationship and Kraft has offered Holden benefits as set forth in
this Agreement, certain of which benefits are greater than what Holden is entitled to receive, and Holden has decided to accept Kraft’s offer. Holden and
Kraft acknowledge that Holden received a letter from Louis C. Camilleri, Chairman of Kraft, dated December 16, 2003 (the “Letter”), which specifies that
Holden would be entitled to receive certain payments upon the occurrence of certain events. Holden agrees that the terms of this Agreement amend and
clarify the Letter and replace and supercede the Letter to the extent of any inconsistency or duplication. Therefore, Holden and Kraft both agree and promise
as follows:

1. Holden will not have to report for regular work after June 30, 2005. This will be her last day of active employment. She will resign from
the Kraft Board of Directors effective June 30, 2005. In partial consideration for her promises set forth in this Agreement, Holden will receive separation
payments (the “Separation Payments™) to be paid by Kraft at her current bi-weekly base salary from July 1, 2005 through June 30, 2007, subject to the
provisions of paragraph 2 below (“Separation Payment Period”). Payments made before 2006 will be made in termination and cancellation of Holden’s rights
to receive Separation Payments during 2005 under the Letter or this Agreement. During the Separation Payment Period, Holden will be eligible to receive
Kraft medical, dental, life, long-term disability and personal accident insurance coverage pursuant to the terms of these Kraft benefit plans as if she were an
employee and to participate in the Kraft Thrift and Retirement Plans (both qualified and non-qualified, basic and supplemental) pursuant to the terms of those
plans, and Separation Payments will be included in determining Holden’s final average compensation under the Retirement Plans. Holden will not be eligible
to receive Kraft short-term disability insurance coverage or business accident coverage after June 30, 2005. If Holden were to die while receiving
compensation under paragraph 1 hereof, Kraft agrees to pay Holden’s surviving spouse (or estate if no surviving spouse) the remaining portion of her
Separation Payments and any incentive payments described in paragraph 3 below in a lump sum, and Holden’s surviving spouse (or other beneficiary
designated in accordance with the terms of the Retirement Plans) would receive a 100% Joint and Survivor benefit as defined by the Retirement Plans. Prior
to execution of this Agreement, Kraft will provide Holden with a complete description of the compensation and benefits (including any underlying
assumptions) payable under this Agreement.

2. For purposes of retiree medical insurance eligibility, five (5) years will be added to Holden’s age. The Separation Payment Period will
continue through at least November 1, 2005 at which point Holden will be eligible for retiree medical insurance. Thereafter, between November 1, 2005 and
June 30, 2007, if Holden obtains employment (through which she is provided with group health benefits), then the remaining portion of her Separation
Payments through June 30, 2007, less applicable deductions, will be paid

to Holden in a single lump sum if such lump-sum payment would not create adverse tax consequences under section 409A of the Internal Revenue Code of
1986, as amended (otherwise, such amounts will be paid in accordance on Kraft’s regular payroll cycles). If Kraft makes such a lump-sum payment, Holden’s
Separation Payments will end and her Kraft benefit eligibility will terminate pursuant to the terms of the Kraft plans. The lump sum payment by Kraft shall
not affect Holden’s receipt of the incentive payments described in paragraph 3 below. If, however, Holden obtains new full-time employment with a for-profit
entity and continues to receive Separation Payments, all pension accruals and Thrift Plan participation will cease as of the effective date of the new
employment.

3. Subject to the provisions of paragraph 7 below, Holden will receive a payment in lieu of a 2005 annual incentive award under the Kraft
Management Incentive Plan (“MIP”), to be paid at her target percentage (90% of base pay) and pro-rated for the period from January 1, 2005 through
June 30, 2005. This payment, less required deductions, will be made in July 2005. In addition, Holden will receive a payment in lieu of a 2004-2006 Long-
Term Incentive Plan (“LTIP”) payment, to be paid at her target percentage (200% of base pay), and prorated from January 1, 2004 through June 30, 2005.
This payment, less required deductions, will be made in July 2005.

4. Holden will forfeit any right, title and interest in the unvested option shares of the Kraft Foods Inc. performance-enhanced stock option
grant issued on June 12, 2001. Holden will also forfeit any right, title and interest in the Kraft Foods Inc. restricted stock grants issued in 2003, 2004 and
2005. Kraft will make Holden a payment in lieu of her 2003, 2004 and 2005 Kraft Foods Inc. restricted stock grants based on a pro-rata number of shares in
accordance with Kraft’s practice. The value of such payment will be based on 64,674 shares multiplied by the average of the trailing 20-day close price of
Kraft’s stock price from June 30, 2005. This payment will be made to Holden by July 30, 2005.

5. Holden will be eligible for continued financial counseling in accordance with current practice through the end of the Separation Payment
Period. In addition, Kraft will transfer ownership of Holden’s company car to her on June 30, 2005. Holden will be responsible for all future financial
obligations related to the car, including but not limited to, all insurance, maintenance and repairs. At her request, Holden will also be eligible to receive
executive outplacement through the end of her Separation Payment Period, which will include office and secretarial support. Kraft will reimburse Holden for
her reasonable professional fees incurred by her in connection with the negotiation and documentation of this Agreement, provided, however, that Kraft’s
obligation to pay for outplacement and professional fees, combined, shall not exceed a maximum of $100,000.

6. Holden will be entitled to exercise any vested stock options that she holds in Altria Group, Inc. (formerly Philip Morris Companies Inc.)
and Kraft Foods Inc. stock pursuant to the terms of the applicable option grant. For purposes of exercising vested outstanding stock options, Holden will be
treated as a retiree.

7. As consideration for Kraft’s in lieu of payments to Holden of the MIP and LTIP awards, Holden agrees that she will not engage in
Prohibited Conduct from the date

of this Agreement through February 15, 2007. Prohibited Conduct shall be: (1) becoming employed by, acting as an agent or director, or being retained as a
consultant in any capacity to, any of the companies listed below without the written consent of the Executive Vice President Global Human Resources of
Kraft Foods Inc., or designee, which consent shall not be unreasonably withheld; or (2) soliciting, directly or indirectly, any employee of Kraft to leave Kraft
and to work for any of the companies listed below, whether as an employee, independent contractor or in any other capacity.



The companies are: Kellogg Company, General Mills, Inc., ConAgra Foods, Inc., Sara Lee Corporation, Campbell Soup Company, and H.J. Heinz
Company, or any subsidiaries, affiliates or subsequent parent or merger partner if any of these companies are acquired or merge.

Should Holden engage in Prohibited Conduct she will be obligated to pay back the following monies to Kraft: if the breach occurs prior to
February 15, 2006, Holden will pay Kraft the MIP and LTIP payments she received in July 2005; if the breach occurs after February 15, 2006 but before
February 15, 2007 Holden will pay Kraft the LTIP payment she received in July 2005.

8. Except as provided in this Agreement, Holden agrees to return all company property in her possession, including documents, manuals,
handbooks, notes, keys and any other articles she has used in the course of her employment, no later than June 30, 2005.

9. Holden acknowledges that during the course of her employment with Kraft, she was entrusted with certain marketing, financial, product,
manufacturing, technical and other proprietary information and material which are the property of Kraft. Holden agrees that, from the date of this Agreement
and following the Separation Payment Period, she will not communicate or disclose to any third party, or use for her own account, without the written consent
of Kraft, any of the aforementioned information or material, except as required by legal process or unless and until such information or material becomes
generally available to the public through no fault of Holden. Nothing herein shall preclude Holden from using her general knowledge and expertise to fulfill
job responsibilities with a new employer.

10. Holden will not be entitled to receive any additional compensation or benefits which are not provided for in this Agreement. Holden
understands that the arrangements provided for in this Agreement exceed those to which she would be entitled under Kraft’s existing policies.

11. Holden agrees to keep the terms and substance of this Agreement confidential, and that she will not disclose the terms of this Agreement or
matters out of which it arises to anyone, including the media, except her immediate family, her financial advisors, her attorneys, or as may be required by law;
provided, however, that Holden may disclose the terms of the non-compete/non-solicitation provisions of paragraph 7 and the confidentiality provisions of
paragraph 9 to any prospective employer.

12. Holden agrees that, in discussing her relationship with Kraft and its affiliated and parent companies and their business and affairs, she will
not disparage, discredit or otherwise treat in a detrimental manner Kraft, its affiliated and parent companies or their officers, directors and employees. Kraft
agrees that, in discussing its relationship with Holden, it will not disparage or discredit her or otherwise treat her in a detrimental way. Kraft and Holden
agree to issue a mutually agreed upon press release announcing her resignation from Kraft.

13. Holden agrees to fully cooperate with Kraft and its affiliated and parent companies in the defense of any matter in which she was involved
during her employment and to make herself reasonably available as required by Kraft or its affiliated and parent companies or their counsel, subject to
Holden’s other commitments. In the event such a matter arises, Kraft or its affiliated or parent companies will be solely responsible for all costs and fees
which may be incurred and will continue to indemnify Holden to the fullest extent permitted by law for all actions taken by her as an employee and/or officer
of Kraft. If time incurred by Holden on Kraft’s behalf becomes substantial, Kraft shall pay Holden a fee for her time and effort, such fee to be mutually
determined by Kraft and Holden prior to Holden’s participation.

14. In the event either Holden or Kraft contests the interpretation or application of any of the terms of this Agreement, the complaining party
shall notify the other in writing of the provision that is being contested. If the parties cannot satisfactorily resolve the dispute within thirty (30) days, the
matter will be submitted to arbitration. An arbitrator will be chosen pursuant to the American Arbitration Association’s (“AAA”) National Rules for the
Resolution of Employment Disputes from a panel submitted by the AAA Chicago, Illinois office and the hearing shall be held at a mutually agreeable
location in the Chicago metropolitan area. The arbitrator’s fees and expenses and filing fees shall be borne equally by Holden and Kraft. The arbitrator shall
issue a written award which shall be final and binding upon the parties.

15. Holden is aware of her legal rights concerning her employment with Kraft. In consideration for the benefits being provided to Holden
hereunder, Holden (for herself, her heirs, legal representatives and assigns) hereby waives, and generally releases Kraft, its affiliated companies and their
officers, directors, agents, and employees from, and agrees not to sue them for any claims or causes of action arising out of her employment relationship with
Kraft or the separation from that employment that exists to date. This includes, but is not limited to, all claims under Title VII of the Civil Rights Act of
1964, the Age Discrimination in Employment Act, the Older Workers Benefit Protection Act, the Employee Retirement Income Security Act, or any other
federal, state or local law dealing with employment discrimination, and claims for breach of contract and wrongful discharge; provided, however, that this
release shall not waive any rights that Holden may have to benefits under any Kraft or Altria sponsored employee benefit plan, or any rights Holden may have
to insurance protection and/or indemnification for all actions taken by Holden while an employee and/or officer of Kraft. In consideration for the above
release, Kraft, on behalf of itself and its affiliated companies, and their officers, directors, agents and employees, hereby waives, and generally releases
Holden from, and

agrees not to sue her for any claim arising out of her employment relationship with Kraft or the separation from employment that exists to date.

16. By signing below Holden acknowledges that she has thoroughly read this Agreement. She also acknowledges that she has been advised to
consult an attorney prior to executing this Agreement and that she has 21 days to review this Agreement before signing it, and an additional 7 days after
signing it to revoke it. In addition, Holden agrees that she has full understanding and knowledge of the terms and conditions of this Agreement, and that she
understands that these terms will be final and binding upon Holden and upon Kraft 7 days from the execution of this Agreement.

/s/ Betsy D. Holden Date: June 24, 2005
BETSY D. HOLDEN

The undersigned hereby certifies that Betsy D. Holden appeared before me and signed this document and verified that she signed this Agreement voluntarily.

/s/ Yolanda Kozicz Date: June 24, 2005




Notary Public

My Commission Expires:

October 17, 2007

ACCEPTED FOR KRAFT FOODS INC.

By:  /s/ Terry M. Faulk

Terry M. Faulk
Title: Executive Vice President, Global Human Resources

Date: June 24, 2005
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Contacts: Media Investor Relations
Kris Charles Mark Magnesen
847-646-6251 847-646-3194
kcharles@kraft.com mmagnesen@kraft.com

KRAFT FOODS ANNOUNCES MANAGEMENT CHANGES

NORTHFIELD, IL, June 24, 2005 — Kraft Foods Inc. (NYSE: KFT), a global leader in branded foods and beverages, announced today that Betsy Holden,
President, Global Marketing & Category Development, has decided to leave the company and resign her position on the company’s Board of Directors,
effective June 30.

Roger Deromedi, Chief Executive Officer of Kraft Foods, said, “Betsy’s marketing talents and leadership abilities have benefited Kraft throughout
her 23-year career. We thank Betsy for her many contributions, including her recent leadership in establishing the Global Marketing & Category Development
group within our global organization and in guiding our Health & Wellness initiatives. We wish her all the best in her future endeavors.”

Holden has decided to take a 9-12 month sabbatical to spend time with her teenage children, and then plans to resume her career elsewhere.

After Holden’s departure, Paula Sneed, 57, formerly Senior Vice President, Marketing Resources, will become Executive Vice President, Global
Marketing Resources & Initiatives. Sneed and her team will continue to provide worldwide leadership and oversight of Marketing Resources functions
including Media, Advertising, Digital Marketing, Kitchens, and Consumer Relations. She has been with the company for 28 years and has held numerous
assignments in brand and business management, including leadership of the company’s Foodservice and Desserts divisions in the U.S.

John Baxter, 45, formerly Senior Vice President, Global Snacks, will become Executive Vice President, Global Category Development. In his new
role, Baxter and his team will have responsibility for Kraft’s global consumer sectors, along with Kraft’s initiative to transform its portfolio in line with
consumers’ increasing focus on health and wellness. Baxter has been with Kraft for 16 years and during this time, has had a wide range of management
experiences within Kraft’s international and North American businesses, including leadership of the R&D facility in Munich, Germany and responsibility for
the Kraft Foods International Research and Development function.

Baxter and Sneed will report to Deromedi and become members of the company’s executive team.

Kraft Foods markets many of the world’s leading food brands, including Kraft cheese, Maxwell House and Jacobs coffees, Nabisco cookies and
crackers, Philadelphia cream cheese, Oscar Mayer meats, Post cereals and Milka chocolates, in more than 150 countries.
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For more information on Kraft Foods, please visit our website at www.kraft.com




