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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)

0 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))
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Item 1.01. Entry into a Material Definitive Agreement.

Annual Incentive Awards. On January 24, 2006, the Compensation Committee of the Board of Directors of Kraft Foods Inc. (the Company )
approved a formula for determining the maximum award amounts for 2006 annual incentive awards under the 2005 Performance Incentive Plan

(the Plan ), which formula reflects the Company s intention to qualify, to the extent possible, cash compensation paid to officers as tax-deductible,
subject to the deductibility limitations of Section 162(m) of the Internal Revenue Code.

The maximum award amounts for the 2006 annual incentive awards will be determined based on a performance incentive pool equal to 0.40% of
the adjusted net earnings of the Company. Adjusted net earnings of the Company is defined as the net earnings before extraordinary items,
discontinued operations and the cumulative effect of accounting changes and excluding certain other items designated by the Compensation
Committee. In addition, award amounts under the Plan are limited to the shareholder-approved maximum defined in the Plan of $10 million.

At the conclusion of 2006, the performance incentive pool for the 2006 annual incentive awards will be calculated and divided among the
covered officers. The Chief Executive Officer s maximum award is equal to one-third of the pool and the remaining two-thirds of the pool will
be allocated equally among the remaining covered officers, subject in each instance to the maximum individual award amount defined in the
Plan.

The Company will provide additional information regarding the compensation of its executive officers in its Proxy Statement for the 2006
Annual Meeting of Stockholders, which will be filed in March 2006.
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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: January 27, 2006




