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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-Q
(Mark One)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2007
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission file number 1-16483
Kraft Foods Inc.
(Exact name of registrant as specified in its charter)
Virginia 52-2284372
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
Three Lakes Drive,
Northfield, Illinois 60093
(Address of principal executive offices) (Zip Code)
Registrant s telephone number, including area code (847) 646-2000
Not Applicable

Former name, former address and former fiscal year, if changed since last report
Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer p Accelerated filer o Non-accelerated filer o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes o No p
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PARTI FINANCIAL INFORMATION
Item 1. Financial Statements.
Kraft Foods Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(in millions of dollars)
(Unaudited)

ASSETS

Cash and cash equivalents $
Receivables (less allowances of $88 in 2007 and $84 in 2006)

Inventories:

Raw materials

Finished product

Total inventories
Deferred income taxes
Other current assets

Total current assets

Property, plant and equipment, at cost
Less accumulated depreciation

Property, plant and equipment net
Goodwill

Other intangible assets, net

Prepaid pension assets

Other assets

TOTAL ASSETS $

LIABILITIES

Short-term borrowings $
Current portion of long-term debt

Due to Altria Group, Inc. and affiliates

Accounts payable

Accrued liabilities:

Marketing

Employment costs

Other

Income taxes

Total current liabilities

March 31, December 31,

2007

251§
3,977

1,584
2,297

3,881
394
349

8,852

17,373
7,749

9,624
25,411
10,048

1,185

694

55,814 $

2,046 $

1,415
449

2,574

1,582
526
1,676
159

10,427

2006

239
3,869

1,389
2,117

3,506
387
253

8,254

17,050
7,357

9,693
25,553
10,177

1,168

729

55,574

1,715
1,418

607
2,602

1,626
750
1,604
151

10,473
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Long-term debt

Deferred income taxes

Accrued postretirement health care costs
Other liabilities

TOTAL LIABILITIES
Contingencies (Note 8)

SHAREHOLDERS EQUITY

Class A common stock, no par value (1,735,000,000 shares issued in 2007 and
555,000,000 shares issued in 2006)

Class B common stock, no par value (1,180,000,000 shares issued and outstanding in
2006)

Additional paid-in capital

Earnings reinvested in the business

Accumulated other comprehensive losses (including currency translation of $(722) in
2007

and $(723) in 2006)

Less cost of repurchased stock (100,567,107 Class A shares in 2007 and 99,027,355
Class A shares in 2006)
TOTAL SHAREHOLDERS EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY

$

See notes to condensed consolidated financial statements.

3

7,081
3,824
3,026
2,727

27,085

23,292
11,633
(3,013)
31,912
(3,183)
28,729

55,814 $

7,081
3,930
3,014
2,521

27,019

23,626
11,128
(3,069)
31,685
(3,130)
28,555

55,574
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Kraft Foods Inc. and Subsidiaries

Condensed Consolidated Statements of Earnings

Net revenues
Cost of sales

Gross profit

Marketing, administration and research costs

Asset impairment and exit costs
(Gains) losses on sales of businesses
Amortization of intangibles
Operating income

Interest and other debt expense, net
Earnings before income taxes
Provision (benefit) for income taxes
Net earnings

Per share data:

Basic earnings per share

Diluted earnings per share

Dividends declared

(in millions of dollars, except per share data)
(Unaudited)

For the Three Months Ended
March 31,
2007 2006
8,586 $

5,535
3,051
1,872

67

(12)

2

1,122

64

1,058

356

702 $

0.43 $
0.43 $

0.25 $

See notes to condensed consolidated financial statements.

4

8,123
5,191

2,932

1,708
202

1,017

96

921
(85)

1,006

0.61
0.61

0.23




Balances,

January 1, 2006 $

Comprehensive
earnings:

Net earnings
Other
comprehensive
earnings net of
income taxes:
Currency
translation
adjustments
Additional
minimum
pension
liability

Total other
comprehensive
earnings

Total
comprehensive
earnings

Initial adoption
of FASB
Statement

No. 158, net of
income taxes
Exercise of
stock options
and issuance of
other stock
awards

Cash dividends
declared ($0.96
per share)
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Kraft Foods Inc. and Subsidiaries
Condensed Consolidated Statements of Shareholders Equity
(in millions of dollars, except per share data)
(Unaudited)

Accumulated Other
Comprehensive Earnings/(Losses)
Total
Cost of Share-
Repurchased holders
Stock Equity

Class Earnings
A and B Additional Reinvested Currency
Common Paid-in in the Translation

Stock Capital Business Adjustments Other Total

$ 23835 $ 9453 § (1,290) $ 373) $ (1,663) $

3,060

567 567

78 78

(2,032) $ 29,593

3,060

567

78

645

3,705

(2,051) (2,051)

(209) 202 152

(1,587)

(2,051)

145

(1,587)

7



Class A
common stock
repurchased

Balances,
December 31,
2006
Comprehensive
earnings:

Net earnings
Other
comprehensive
earnings, net of
income taxes:
Currency
translation
adjustments
Amortization
of experience
losses and prior
service costs
Change in fair
value of
derivatives
accounted for
as hedges

Total other
comprehensive
earnings

Total
comprehensive
earnings *

Initial adoption
of FIN 48
(Note 13)
Exercise of
stock options
and issuance of
other stock
awards

Net settlement
of employee
stock awards
with Altria
Group, Inc.
(Note 6)

Cash dividends
declared ($0.25
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23,626

(120)

179)

11,128

702

213

(410)

(723)

(2,346)

53

(1,250)
(3,069) (3,130)
1
53
2
133

(1,250)

28,555

702

53

56

758

213

13

(179)
(410)



per share)
Class A
common stock
repurchased
Other

Balances,
March 31, 2007 $

*  Total
comprehensive
earnings were
$1,103 million
for the quarter
ended
March 31, 2006.
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(186) (186)
(35) (35)

$ 23292 $ 11,633 $ (722) $  (2,291) $ (3,013) $ (3,183) $ 28,729

See notes to condensed consolidated financial statements.
5
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Kraft Foods Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(in millions of dollars)

(Unaudited)

CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES
Net earnings

Adjustments to reconcile net earnings to operating cash flows:
Depreciation and amortization

Deferred income tax benefit

(Gains) losses on sales of businesses

Asset impairment and exit costs, net of cash paid

Cash effects of changes, net of the effects from acquired and divested companies:

Receivables, net

Inventories

Accounts payable

Income taxes

Amounts due to Altria Group, Inc. and affiliates

Other working capital items

Change in pension assets and postretirement liabilities, net
Other

Net cash provided by operating activities

CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES
Capital expenditures

Proceeds from sales of businesses

Other

Net cash provided (used in) by investing activities

CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES
Net issuance of short-term borrowings

Long-term debt proceeds

Long-term debt repaid

Increase in amounts due to Altria Group, Inc. and affiliates
Repurchase of Class A common stock

Dividends paid

Other

Net cash used in financing activities

Effect of exchange rate changes on cash and cash equivalents

702§

220

(69)

(12)
31

(89)
(355)
C2))
(18)
(45)
(250)
41
96

161

(180)
200

26

327
10
(16)
83
(190)
(409)
19

(176)

For the Three Months Ended
March 31,
2006

1,006

216

(26)
3

168

(15)
(294)
(243)

126
(216)
(247)

(44)

46

480

(185)
88

(93)

288

11
(14)

34
(315)
(385)
(62)

(443)

10
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Cash and cash equivalents:

Increase (decrease) 12 49)
Balance at beginning of period 239 316
Balance at end of period $ 251  §$ 267

See notes to condensed consolidated financial statements.
6

11



Edgar Filing: KRAFT FOODS INC - Form 10-Q

Kraft Foods Inc. and Subsidiaries
Notes to Condensed Consolidated Financial Statements
(Unaudited)
Note 1. Accounting Policies:
Basis of Presentation:
The interim condensed consolidated financial statements of Kraft Foods Inc. ( Kraft ), together with its subsidiaries
(collectively referred to as the Company ), are unaudited. It is the opinion of the Company s management that all
adjustments necessary for a fair statement of the interim results presented have been reflected therein. All such
adjustments were of a normal recurring nature. Net revenues and net earnings for any interim period are not
necessarily indicative of results that may be expected for the entire year.
These statements should be read in conjunction with the Company s consolidated financial statements and related
notes, which are included in the Company s Annual Report on Form 10-K for the year ended December 31, 2006.
On January 31, 2007, the Altria Group, Inc. ( Altria ) Board of Directors announced that Altria would spin off all of its
remaining interest (89.0%) in the Company on a pro rata basis to Altria stockholders in a tax-free transaction.
Effective as of the close of business on March 30, 2007, the separation of Kraft from Altria and the distribution of all
Kraft shares owned by Altria to Altria s stockholders was completed (the Distribution ). The Distribution ratio was
calculated by dividing the number of Class A common shares of Kraft held by Altria by the number of Altria shares
outstanding on the date of record, March 16, 2007. Based on the number of Altria shares outstanding on the date of
record, the distribution ratio was 0.692024 shares of Kraft Class A common stock for every share of Altria common
stock outstanding. Prior to the Distribution, Altria converted its Class B shares of Kraft common stock, which carried
ten votes per share, into Class A shares of Kraft, which carry one vote per share. Following the Distribution, only
Class A common shares of Kraft are outstanding and Altria does not own any shares of Kraft.
New Accounting Pronouncement:
In September 2006, the FASB issued Statement of Financial Accounting Standards ( SFAS ) No. 157, Fair Value
Measurements, which will be effective for financial statements issued for fiscal years beginning after November 15,
2007. This statement defines fair value, establishes a framework for measuring fair value and expands disclosures
about fair value measurements. The adoption of this statement is not expected to have a material impact on the
Company s financial statements.
Reclassification:
Classification of certain prior year statement of earnings amounts related to minority interest in earnings have been
reclassified into general corporate expenses to conform with the current year s presentation within marketing,
administration and research costs.
Note 2. Asset Impairment, Exit and Implementation Costs:
Restructuring Program:
In January 2004, the Company announced a three-year restructuring program with the objectives of leveraging the
Company s global scale, realigning and lowering its cost structure, and optimizing capacity utilization. In
January 2006, the Company announced plans to expand its restructuring efforts through 2008. The entire restructuring
program is expected to result in $3.0 billion in pre-tax charges reflecting asset disposals, severance and
implementation costs. As part of this program, the Company anticipates the closure of up to 40 facilities and the
elimination of approximately 14,000 positions. Approximately $1.9 billion of the $3.0 billion in pre-tax charges are
expected to require cash payments. Pre-tax restructuring program charges during 2007 are expected to be
approximately $625 million, including $88 million incurred in the first quarter of 2007. Total pre-tax restructuring
charges incurred since the inception of the program in January 2004 were $1.7 billion.
7
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During the second quarter of 2006, the Company announced a seven-year, $1.7 billion agreement to receive
information technology services from Electronic Data Systems ( EDS ). The agreement, which includes data centers,
web hosting, telecommunications and IT workplace services, began on June 1, 2006. The Company reversed pre-tax
restructuring costs of $7 million due to lower than anticipated severance costs and incurred implementation costs of
$15 million related to the transition for the three months ended March 31, 2007. These amounts were included in the
pre-tax restructuring program charges discussed above.

Restructuring Costs:

During the first quarter of 2007 and 2006, pre-tax charges under the restructuring program of $67 million and
$92 million, respectively, were recorded as asset impairment and exit costs on the condensed consolidated statements
of earnings. The first quarter 2007 pre-tax charges resulted from costs relating to renegotiation of supplier contracts,
and the continuation of workforce reduction programs associated with the previously announced closing of 27 plants
since January 2004. No plants were closed in the first quarter of 2007. Approximately $54 million of the first quarter
2007 pre-tax charges will require cash payments.

Pre-tax restructuring liability activity for the quarter ended March 31, 2007 was as follows:

Asset
Severance Write-downs Other Total
(in millions)
Liability balance, January 1, 2007 $ 165 $ $ 323 197
Charges 18 14 35 67
Cash spent (28) 4 (12) (36)
Charges against assets (13) (18) 3D
Currency 1 1
Liability balance, March 31, 2007 $ 143 $ $ 55 % 198

Severance costs in the above schedule, which relate to the workforce reduction programs, include the cost of related
benefits. Specific programs announced since 2004, as part of the overall restructuring program, will result in the
elimination of approximately 9,800 positions. At March 31, 2007, approximately 9,000 of these positions have been
eliminated. Asset write-downs relate to the impairment of assets caused by the plant closings and related activity.
Other costs incurred relate primarily to renegotiation of supplier contracts, the continuation of workforce reduction
programs associated with the plant closings and the termination of leasing agreements. Severance costs taken against
assets relate to incremental pension costs, which reduce prepaid pension assets.

Implementation Costs:

The Company recorded pre-tax implementation costs of $21 million in the first quarter associated with the
restructuring program. These costs include incremental costs related to the closure of facilities and costs related to the
EDS transition discussed above. Substantially all implementation costs incurred in 2007 will require cash payments.
These costs were recorded on the condensed consolidated statements of earnings as follows:

For the Three Months
Ended
March 31,
2007 2006
(in millions)
Cost of sales $ 5 9% 6
Marketing, administration and research costs 16 7

Total implementation costs $ 21 $ 13

13
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Asset Impairment Charges:

During the first quarter of 2007, the Company sold its hot cereal assets and trademarks for a pre-tax gain of
$12 million. The Company incurred a pre-tax asset impairment charge of $69 million in the fourth quarter of 2006 in
recognition of the sale. The charge, which included the write-off of a portion of the associated goodwill, and
intangible and fixed assets, was recorded as asset impairment and exit costs on the consolidated statement of earnings.
During the third quarter of 2006, the Company sold its pet snacks brand and assets and recorded tax expense of
$57 million related to the sale. In addition, the Company incurred a pre-tax asset impairment charge of $86 million in
the first quarter of 2006 in recognition of the sale. The charge, which included the write-off of a portion of the
associated goodwill and intangible and fixed assets, was recorded as asset impairment and exit costs on the condensed
consolidated statement of earnings.

During the first quarter of 2007, the Company completed its annual review of goodwill and intangible assets and no
charges resulted from this review. During the first quarter of 2006, the Company completed its annual review of
goodwill and intangible assets and recorded non-cash pre-tax charges of $24 million related to an intangible asset
impairment for biscuits assets in Egypt and hot cereal assets in the United States. These charges were recorded as
asset impairment and exit costs on the condensed consolidated statement of earnings.

Total:

The pre-tax asset impairment, exit and implementation costs discussed above, for the three months ended March 31,
2007 and March 31, 2006, were included in the segment operating income of the following segments:

For the Three Months Ended March 31, 2007

Total Asset
Impairment
Restructuring Asset and Exit Implementation
Costs Impairment Costs Costs Total
(in millions)
North America Beverages $ 1$ $ 1$ 2% 3
North America Cheese &
Foodservice 10 10 4 14
North America Convenient
Meals 10 10 4 14
North America Grocery 3 3 2 5
North America Snacks &
Cereals 4 4 4 8
European Union 34 34 3 37
Developing Markets() 5 5 2 7
Total $ 67 $ $ 67 $ 21 $ 88
For the Three Months Ended March 31, 2006
Total Asset
Impairment
Restructuring Asset and Exit Implementation
Costs Impairment Costs Costs Total
(in millions)
North America Beverages $ 28 $ 23 1 $ 3
North America Cheese &
Foodservice 6 6 4 10
17 17 17

15



North America Convenient
Meals

North America Grocery
North America Snacks &
Cereals

European Union
Developing Markets()

Total

(1) This segment
was formerly
called
Developing
Markets,
Oceania &
North Asia
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18
39

$ 2 %

5

99 104

18

11 50
110 $ 202 $

13 %

105
21
53

215

16
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Note 3. Related Party Transactions:
Through the first quarter of 2007, Altria s subsidiary, Altria Corporate Services, Inc. ( ALCS ), provided the Company

with various services, including planning, legal, treasury, auditing, insurance, human resources, office of the secretary,
corporate affairs, information technology, aviation and tax services. Billings for these services, which were based on
the cost to ALCS to provide such services and a 5% management fee based on wages and benefits, were $19 million
and $52 million for the three months ended March 31, 2007 and 2006, respectively.

On March 30, 2007, Kraft entered into a Transition Services Agreement (the Transition Services Agreement ) with
ALCS pursuant to which ALCS will provide select administrative services to Kraft during 2007 to ensure continuity
of activity following the Distribution. These services primarily relate to information technology in anticipation of the
transition to EDS.

On March 30, 2007, Kraft entered into an Employee Matters Agreement (the Employee Matters Agreement ) with
Altria. The Employee Matters Agreement provides for each company s respective obligations with regard to employee
transfers, equity compensation and other employee benefits matters.

On March 30, 2007, Kraft entered into a Tax Sharing Agreement (the Tax Sharing Agreement ) with Altria. The Tax
Sharing Agreement generally governs Altria s and Kraft s respective rights, responsibilities and obligations after the
Distribution with respect to taxes attributable to Kraft s business, as well as any taxes incurred by Altria or Kraft as a
result of the failure of the Distribution to qualify for tax-free treatment under Section 355 of the Internal Revenue
Code of 1986, as amended.

At March 31, 2007 and 2006, the Company had short-term amounts payable to Altria Group, Inc. of $449 million and
$472 million, respectively. The amounts payable to Altria generally include accrued dividends, taxes and service fees.
As discussed in Note 6. Stock Plans, the Company reimbursed Altria $179 million for net settlement of employee
stock awards. As further discussed in Note 13. Income Taxes, the Company s federal income taxes payable and federal
income tax contingencies were previously recorded as liabilities on the balance sheet of Altria. Upon the Distribution,
Altria reimbursed the Company $304 million for these liabilities, comprising approximately $375 million in
contingencies for uncertain tax positions, plus interest before taxes of $77 million, and less $148 million of taxes
payable at March 30, 2007. Interest on intercompany borrowings is based on the applicable London Interbank Offered
Rate. All intercompany accounts were settled within 30 days of the Distribution date of March 30, 2007.

The net amount payable to Altria at March 31, 2007 was as follows:

Accrued dividends $ 304
Intercompany cash balances 233
Net settlement of employee stock awards

with Altria Group, Inc. (Note 6) 179
Taxes (Note 13) (304)
Other (23)
Net payable to Altria $ 449

In the first quarter 2007, the Company purchased 1.4 million shares of its Class A common stock at an aggregate cost
of $46.5 million from Altria per the provisions of the Distribution agreement. The aggregate cash amount paid by
Kraft was based on a per share price of $32.085, which was calculated as the average of the high and the low price of
Kraft s Class A common stock on March 1, 2007.
Also, see Note 13. Income Taxes regarding the impact to the Company of the closure of an Internal Revenue Service
review of Altria s consolidated federal income tax return recorded during the first quarter of 2006.

10

17



Edgar Filing: KRAFT FOODS INC - Form 10-Q

Note 4. Acquisition:
In September 2006, the Company acquired the Spanish and Portuguese operations of United Biscuits ( UB ) and rights

to all Nabisco trademarks in the European Union, Eastern Europe, the Middle East and Africa, which UB has held
since 2000, for a total cost of approximately $1.1 billion. For the three months ended March 31, 2007, these
businesses contributed net revenues of approximately $97 million.
Note S. Divestitures:
During the first quarter of 2007, the Company sold its hot cereal assets and trademarks. The aggregate proceeds
received from this sale were $200 million, on which the Company recorded a pre-tax gain of $12 million.
During the third quarter of 2006 the Company sold its pet snacks brand and assets. The Company incurred a pre-tax
asset impairment charge of $86 million in the first quarter of 2006 in recognition of this sale.
The operating results of the divestitures discussed above, in the aggregate, were not material to the Company s
consolidated financial position, results of operations or cash flows in any of the periods presented.
Note 6. Stock Plans:
At Distribution, as described in Note 1. Accounting Policies, Altria stock awards were modified through the issuance
of Kraft stock awards, and accordingly the stock awards were split into two instruments. Holders of Altria stock
options received a new Kraft option to acquire shares of Kraft common stock and an adjusted Altria option for the
same number of shares of Altria common stock with a reduced exercise price. For each employee stock option
outstanding, the aggregate intrinsic value of the option immediately prior to the Distribution was not greater than the
aggregate intrinsic value of the option immediately after the Distribution. Holders of Altria restricted stock or stock
rights awarded prior to January 31, 2007, retained their existing awards and received restricted stock or stock rights in
Kraft common stock. Recipients of Altria stock rights awarded on or after January 31, 2007, did not receive restricted
stock or stock rights of Kraft.
Based upon the number of Altria stock awards outstanding at the date of Distribution, the Company issued stock
options for approximately 24 million shares of Kraft common stock expiring between 2007 and 2012 at a
weighted-average price of $15.75. In addition, the Company issued approximately 3.0 million shares of restricted
stock and stock rights, with a market value per restricted share or right of $31.66 on the date of grant. Restrictions on
the majority of the stock and rights granted lapse in either the first quarter of 2008 or 2009.
As outlined in Note 3. Related Party Transactions, the Company reimbursed Altria $179 million for net settlement of
employee stock awards. Altria reimbursed the Company $240 million for the fair value, using the Black-Scholes
option valuation model, of the Kraft stock options received by Altria employees. The Company reimbursed Altria
$440 million for the fair value, using the Black-Scholes option valuation model, of the Altria stock options received
by Kraft employees. Altria paid $33 million to the Company for the fair value of the Kraft restricted stock or stock
rights received by holders of Altria restricted stock or stock rights less the value of projected forfeitures. The
Company paid $12 million to Altria for the fair value of restricted stock or stock rights received by holders of Kraft
restricted stock or stock rights less the value of projected forfeitures.
The total intrinsic value of Kraft stock options exercised during the three months ended March 31, 2007 was
$3.3 million. No stock options were exercised during the three months ended March 31, 2006.
In January 2007, the Company issued approximately 5.2 million shares of restricted stock and stock rights to eligible
U.S. and non-U.S. employees. Restrictions on these shares and rights lapse in the first quarter of 2010. The market
value per restricted share or right was $34.655 on the date of grant. The total number of restricted shares and rights
issued in the first quarter of 2007 was 8.2 million, including those issued as a result of the Distribution.
In the first quarter of 2007, approximately 4.3 million shares of restricted stock and stock rights vested at a market
value of $144 million. The grant date fair value per share was $32.23.

11
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Note 7. Earnings Per Share:
Basic and diluted EPS were calculated using the following:

For the Three Months Ended

March 31,
2007 2006
(in millions)

Net earnings $ 702 $ 1,006
Weighted average shares for basic EPS 1,627 1,657
Plus incremental shares from assumed conversions of

stock options, restricted stock and stock rights 9 5
Weighted average shares for diluted EPS 1,636 1,662

For the quarter ended March 31, 2007, the number of Kraft stock options that were excluded from the calculation of
weighted average shares for diluted EPS, because their effects were antidilutive, was immaterial. The stock options
and stock rights issued on the date of the Distribution did not have a significant effect on the number of the weighted
average shares for diluted EPS. For the quarter ended March 31, 2006, all of the Class A common stock options were
excluded from the calculation of weighted average shares for diluted EPS because their effects were antidilutive.
Note 8. Contingencies:
Kraft and its subsidiaries are parties to a variety of legal proceedings arising out of the normal course of business,
including a few cases in which substantial amounts of damages are sought. While the results of litigation cannot be
predicted with certainty, management believes that the final outcome of these proceedings will not have a material
adverse effect on the Company s consolidated financial position, results of operations or cash flows.
Third-Party Guarantees: At March 31, 2007, the Company s third-party guarantees, which are primarily derived from
acquisition, divestiture and construction activities, were approximately $25 million, of which approximately
$8 million have no specified expiration dates. Substantially all of the remainder expire through 2016, with $1 million
expiring by March 31, 2008. The Company is required to perform under these guarantees in the event that a third
party fails to make contractual payments or achieve performance measures. The Company has a liability of
$19 million on its condensed consolidated balance sheet at March 31, 2007, relating to these guarantees.

12
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Note 9. Goodwill and Other Intangible Assets, Net:

Goodwill by reportable segment was as follows:

March 31, December 31,
2007 2006
(in millions)
North America Beverages $ 1,372 $ 1,372
North America Cheese & Foodservice 4,205 4,218
North America Convenient Meals 2,166 2,167
North America Grocery 3,045 3,058
North America Snacks & Cereals 8,588 8,696
European Union 4,990 5,004
Developing Markets 1,045 1,038
Total goodwill $ 25411 $ 25,553
Intangible assets were as follows:
March 31, 2007 December 31, 2006
Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization
(in millions) (in millions)
Non-amortizable intangible assets ~ $ 9,943 $ $ 10,150 $
Amortizable intangible assets 156 51 94 67
Total intangible assets $ 10,099 $ 51 $ 10,244  $ 67

Non-amortizable intangible assets consist substantially of brand names purchased through the Nabisco and UB
acquisitions. Amortizable intangible assets consist primarily of certain trademark licenses and non-compete
agreements. During the quarter, the Company reclassified $80 million from non-amortizable to amortizable intangible
assets as part of the UB acquisition, wrote off a fully amortized intangible asset for $18 million, and adjusted goodwill
by $85 million upon the adoption of FASB Interpretation No. 48 (see Note 13. Income Taxes, for further details).
Amortization expense for intangible assets was $2 million for the quarters ended March 31, 2007 and 2006.
Amortization expense for each of the next five years is currently estimated to be approximately $10 million or less.
The movement in goodwill and gross carrying amount of intangible assets from December 31, 2006, is as follows:

Intangible
Goodwill Assets
(in millions)

Balance at December 31,2006 $ 25,553 $ 10,244
Changes due to:

Currency (12) 5
Sale of business 45) (132)
Other (85) (18)
Balance at March 31, 2007 $ 25411  $ 10,099

Note 10. Segment Reporting:
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The Company manufactures and markets packaged food products, consisting principally of beverages, cheese, snacks,
convenient meals and various packaged grocery products. Kraft manages and reports operating results through two
commercial units, Kraft North America and Kraft International. Reportable segments for Kraft North America are
organized and managed principally by product category. Kraft North America s segments are North America
Beverages; North America Cheese & Foodservice; North America Convenient Meals; North America Grocery; and
North Am