Our North America operating segment operates nine noncarbonated beverage production facilities, in
addition to the bottled water facilities mentioned above, located throughout the United States and Canada. It
also utilizes a system of contract packers to produce and/or distribute certain products where appropriate. In
addition, our North America operating segment owns a facility that manufactures juice concentrates for
foodservice use.

We own or lease additional real estate, including a Company-owned office and retail building, at 711 Fifth
Avenue in New York, New York and approximately 315,000 square feet of Company-owned office and technical
space in Brussels, Belgium. Additional owned or leased real estate located throughout the world is used by the
Company as office space; for bottling operations, warechouse or retail operations; or, in the case of some owned
property, is leased to others.

Management believes that our Company’s facilities for the production of our products are suitable and
adequate, that they are being appropriately utilized in line with past experience, and that they have sufficient
production capacity for their present intended purposes. The extent of utilization of such facilities varies based
upon seasonal demand for our products. It is not possible to measure with any degree of certainty or uniformity
the productive capacity and extent of utilization of these facilities. However, management believes that
additional production can be obtained at the existing facilities by adding personnel and capital equipment and,
at some facilities, by adding shifts of personnel or expanding the facilities. We continuously review our
anticipated requirements for facilities and, on the basis of that review, may from time to time acquire additional
facilities and/or dispose of existing facilities.

ITEM 3. LEGAL PROCEEDINGS

On October 27, 2000, a class action lawsuit (Carpenters Health & Welfare Fund of Philadelphia & Vicinity v.
The Coca-Cola Company, et al.) was filed in the United States District Court for the Northern District of
Georgia alleging that the Company, M. Douglas Ivester, Jack L. Stahl and James E. Chestnut violated antifraud
provisions of the federal securities laws by making misrepresentations or material omissions relating to the
Company’s financial condition and prospects in late 1999 and early 2000. A second, largely identical lawsuit
(Gaetan LaValla v. The Coca-Cola Company, et al.) was filed in the same court on November 9, 2000. The
complaints allege that the Company and the individual named officers: (1) forced certain Coca-Cola system
bottlers to accept “excessive, unwanted and unneeded” sales of concentrate during the third and fourth quarters
of 1999, thus creating a misleading sense of improvement in our Company’s performance in those quarters;
(2) failed to write down the value of impaired assets in Russia, Japan and elsewhere on a timely basis, again
resulting in the presentation of misleading interim financial results in the third and fourth quarters of 1999; and
(3) misrepresented the reasons for Mr. Ivester’s departure from the Company and then misleadingly reassured
the financial community that there would be no changes in the Company’s core business strategy or financial
outlook following that departure. Damages in an unspecified amount are sought in both complaints.

On January 8, 2001, an order was entered by the United States District Court for the Northern District of
Georgia consolidating the two cases for all purposes. The Court also ordered the plaintiffs to file a Consolidated
Amended Complaint. On July 25, 2001, the plaintiffs filed a Consolidated Amended Complaint, which largely
repeated the allegations made in the original complaints and added Douglas N. Daft as an additional defendant.

On September 25, 2001, the defendants filed a Motion to Dismiss all counts of the Consolidated Amended
Complaint. On August 20, 2002, the Court granted in part and denied in part the defendants’ Motion to Dismiss.
The Court also granted the plaintiffs’ Motion for Leave to Amend the Complaint. On September 4, 2002, the
defendants filed a Motion for Partial Reconsideration of the Court’s August 20, 2002 ruling. The motion was
denied by the Court on April 15, 2003.

On June 2, 2003, the plaintiffs filed an Amended Consolidated Complaint. The defendants moved to
dismiss the Amended Complaint on June 30, 2003. On March 31, 2004, the Court granted in part and denied in
part the defendants’ Motion to Dismiss the Amended Complaint. In its order, the Court dismissed a number of
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the plaintiffs’ allegations, including the claim that the Company made knowingly false statements to financial
analysts. The Court permitted the remainder of the allegations to proceed to discovery. The Court denied the
plaintiffs’ request for leave to further amend and replead their complaint. Discovery commenced on May 14,
2004, and is ongoing. The discovery cutoff is September 30, 2006.

The Company believes it has substantial legal and factual defenses to the plaintiffs’ claims.

On December 20, 2002, the Company filed a lawsuit (The Coca-Cola Company v. Aqua-Chem, Inc., Civil
Action No. 2002CV631-50) in the Superior Court, Fulton County, Georgia (the “Georgia Case”), seeking a
declaratory judgment that the Company has no obligation to its former subsidiary, Aqua-Chem, Inc.
(“Aqua-Chem”), for any past, present or future liabilities or expenses in connection with any claims or lawsuits
against Aqua-Chem. Subsequent to the Company’s filing but on the same day, Aqua-Chem filed a lawsuit
(Aqua-Chem, Inc. v. The Coca-Cola Company, Civil Action No. 02CV012179) in the Circuit Court, Civil Division
of Milwaukee County, Wisconsin (the “Wisconsin Case”). In the Wisconsin Case, Aqua-Chem sought a
declaratory judgment that the Company is responsible for all liabilities and expenses not covered by insurance in
connection with certain of Aqua-Chem’s general and product liability claims arising from occurrences prior to
the Company’s sale of Aqua-Chem in 1981, and a judgment for breach of contract in an amount exceeding
$9 million for costs incurred by Aqua-Chem to date in connection with such claims. The Wisconsin Case initially
was stayed, pending final resolution of the Georgia Case, and later was voluntarily dismissed without prejudice
by Aqua-Chem.

The Company owned Aqua-Chem from 1970 to 1981. During that time, the Company purchased over
$400 million of insurance coverage, of which approximately $350 million is still available to cover Aqua-Chem’s
costs for certain product liability and other claims. The Company sold Aqua-Chem to Lyonnaise American
Holding, Inc. in 1981 under the terms of a stock sale agreement. The 1981 agreement, and a subsequent 1983
settlement agreement, outlined the parties’ rights and obligations concerning past and future claims and lawsuits
involving Aqua-Chem. Cleaver Brooks, a division of Aqua-Chem, manufactured boilers, some of which
contained asbestos gaskets. Aqua-Chem was first named as a defendant in asbestos lawsuits in or around 1985
and currently has more than 100,000 claims pending against it.

The parties agreed in 2004 to stay the Georgia Case pending the outcome of insurance coverage litigation
filed by certain Aqua-Chem insurers on March 26, 2004. In the coverage action, five plaintiff insurance
companies filed suit (Century Indemnity Company, et al. v. Aqua-Chem, Inc., The Coca-Cola Company, et al., Case
No. 04CV002852) in the Circuit Court, Civil Division of Milwaukee County, Wisconsin, against our Company,
Aqua-Chem and 16 insurance companies. Several of the policies that are the subject of the coverage action were
issued to the Company during the period (1970 to 1981) when our Company owned Aqua-Chem. The complaint
seeks a determination of the respective rights and obligations under the insurance policies issued with regard to
asbestos-related claims against Aqua-Chem. The action also seeks a monetary judgment reimbursing any
amounts paid by the plaintiffs in excess of their obligations. One of the insurers with a $15 million policy limit
has asserted a cross-claim against the Company, alleging that the Company and/or its insurers are responsible
for Aqua-Chem’s asbestos liabilities before any obligation is triggered on the part of that cross-claimant insurer
to pay for those costs under its policy.

Aqua-Chem and the Company filed and obtained a partial summary judgment determination in the
coverage action that the insurers for Aqua-Chem and the Company were jointly and severally liable for coverage
amounts, but reserving judgment on other defenses that might apply. Aqua-Chem and the Company
subsequently reached a settlement agreement with five of the insurers in the Wisconsin insurance coverage
litigation, and those insurers will pay funds into an escrow account for payment of costs arising from the asbestos
claims against Aqua-Chem. Aqua-Chem also has reached a settlement agreement with an additional insurer
regarding payment of that insurer’s policy proceeds for Aqua-Chem’s asbestos claims. Aqua-Chem and the
Company continue to negotiate their claims for coverage with the 15 remaining insurers that are parties to the
coverage case. To the extent that these negotiations do not result in settlements, the Company believes that there
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are substantial legal and factual arguments supporting the position that the insurance policies at issue provide
coverage for the asbestos-related claims against Aqua-Chem, and both the Company and Aqua-Chem have
asserted these arguments in response to the complaint. The Company also believes it has substantial legal and
factual defenses to the claims of the cross-claimant insurer.

The Company is discussing with the European Commission issues relating to parallel trade within the
European Union arising out of comments received by the European Commission from third parties. The
Company is fully cooperating with the European Commission and is providing information on these issues and
the measures taken and to be taken to address any issues raised. The Company is unable to predict at this time
with any reasonable degree of certainty what action, if any, the European Commission will take with respect to
these issues.

On June 18, 2004, Michael Hall filed what was purported to be a shareholder derivative suit on behalf of the
Company in the Superior Court of Fulton County, Georgia. The defendants in this action were the then-current
members of the Company’s Board of Directors (other than E. Neville Isdell and Donald R. Keough), and former
Company officers Douglas N. Daft and Steven J. Heyer. The Company was also named as a nominal defendant.
The complaint alleged, among other things, that in connection with certain alleged Company accounting and
business practices that were originally the subject of litigation brought by former employee Matthew Whitley in
2003; approvals of executive compensation and severance packages; and dealings between the Company and
entities with which the defendants are affiliated, the defendants breached their fiduciary duties to the Company
through gross mismanagement, waste of corporate assets, abuse of their positions of authority within the
Company, and by unjustly enriching themselves.

The plaintiff, on behalf of the Company, sought declaratory relief; a monetary judgment requiring the
defendants to pay the Company unspecified amounts by which the Company allegedly has been damaged by
reason of the conduct complained of; an award to the plaintiff of the costs and disbursements incurred in
connection with the action, including reasonable attorneys’ and experts’ fees; extraordinary equitable and/or
injunctive relief; and such other further relief as the Court may have deemed just and proper.

In early April 2005, after several weeks of informal settlement negotiations, the parties reached a settlement
of this matter that provides for certain nonmonetary undertakings by the Company and for payment of plaintiff’s
attorneys’ fees. By order of the court dated August 30, 2005, a final hearing on the approval of the settlement
was held on November 22, 2005, at which time the settlement was approved by order of the court, dated the
same day. This matter is now concluded.

In May and July 2005, two putative class action lawsuits (Selbst v. The Coca-Cola Company and Douglas N.
Daft and Amalgamated Bank, et al. v. The Coca-Cola Company, Douglas N. Daft, E. Neville Isdell, Steven J. Heyer
and Gary P. Fayard) alleging violations of the anti-fraud provisions of the federal securities laws were filed in the
United States District Court for the Northern District of Georgia against the Company and certain current and
former executive officers. These cases were subsequently consolidated, and an amended and consolidated
complaint was filed in September 2005. The purported class consists of persons, except the defendants, who
purchased Company stock between January 30, 2003, and September 15, 2004, and were damaged thereby. The
amended and consolidated complaint alleges, among other things, that during the class period the defendants
made false and misleading statements about (a) the Company’s new business strategy/model, (b) the Company’s
execution of its new business strategy/model, (c) the state of the Company’s critical bottler relationships, (d) the
Company’s North American business, (¢) the Company’s European operations, with a particular emphasis on
Germany, (f) the Company’s marketing and introduction of new products, particularly Coca-Cola C2, and
(g) the Company’s forecast for growth going forward. The plaintiffs claim that as a result of these allegedly false
and misleading statements, the price of the Company stock increased dramatically during the purported class
period. The amended and consolidated complaint also alleges that in September and November of 2004, the
Company and E. Neville Isdell acknowledged that the Company’s performance had been below expectations,
that various corrective actions were needed, that the Company was lowering its forecasts, and that there would
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be no quick fixes. In addition, the amended and consolidated complaint alleges that the charge announced by
the Company in November 2004 should have been taken early in 2003 and that, as a result, the Company’s
financial statements were materially misstated during 2003 and the first three quarters of 2004. The plaintiffs, on
behalf of the putative class, seek compensatory damages in an amount to be proved at trial, extraordinary,
equitable and/or injunctive relief as permitted by law to assure that the class has an effective remedy, award of
reasonable costs and expenses, including counsel and expert fees, and such other further relief as the Court may
deem just and proper. On November 21, 2005, the Company and the individual parties filed a motion to dismiss
the amended and consolidated complaint. The plaintiffs filed their response to that motion on January 27, 2006.

The Company believes that it has meritorious defenses to this consolidated action and will vigorously
defend itself therein.

On June 30, 2005, Maryann Chapman filed a purported shareholder derivative action (Chapman v. Isdell, et
al.) in the Superior Court of Fulton County, Georgia, alleging violations of state law by certain individual current
and former members of the Board of Directors of the Company and senior management, including breaches of
fiduciary duties, abuse of control, gross mismanagement, waste of corporate assets, and unjust enrichment
between January 2003 and the date of filing of the complaint that have caused substantial losses to the Company
and other damages, such as to its reputation and goodwill. The defendants named in the lawsuit include Neville
Isdell, Douglas Daft, Gary Fayard, Ronald Allen, Cathleen Black, Warren Buffett, Herbert Allen, Barry Diller,
Donald McHenry, Sam Nunn, James Robinson, Peter Ueberroth, James Williams, Donald Keough, Maria
Lagomasino, Pedro Reinhard, Robert Nardelli and Susan Bennett King. The Company is also named a nominal
defendant. The complaint further alleges that the September 2004 earnings warning issued by the Company
resulted from factors known by the individual defendants as early as January 2003 that were not adequately
disclosed to the investing public until the earnings warning. The factors cited in the complaint include (i) a
flawed business strategy and a business model that was not working; (ii) a workforce so depleted by layoffs that it
was unable to properly react to changing market conditions; (iii) impaired relationships with key bottlers; and
(iv) the fact that the foregoing conditions would lead to diminished earnings. The plaintiff, purportedly on
behalf of the Company, seeks damages in an unspecified amount, extraordinary equitable and/or injunctive
relief, restitution and disgorgement of profits, reimbursement for costs and disbursements of the action, and
such other and further relief as the Court deems just and proper. The Company’s motion to dismiss the
complaint and the plaintiff’s response have been filed and fully briefed. The parties now are awaiting a ruling.
The Company intends to vigorously defend its interests in this matter.

During May, June and July 2005, three similar putative class action lawsuits (Pedraza v. The Coca-Cola
Company, et al. Shamrey, et al. v. The Coca-Cola Company, et al. and Jackson v. The Coca-Cola Company, et al.)
were filed in the United States District Court for the Northern District of Georgia by participants in the
Company’s Thrift & Investment Plan (the “Plan”) alleging breach of fiduciary duties under the Employee
Retirement Income Security Act of 1974 by the Company, certain current and former executive officers, and the
Company’s Benefits Committee. The purported class in each of these cases consists of the Plan and persons who
were participants in or beneficiaries of the Plan between May 13, 1997 and April 18, 2005 and whose accounts
included investments in Company stock. The complaints allege that, among other things, the defendants failed
to exercise the required care, skill, prudence and diligence in managing the Plan and its assets, take steps to
eliminate or reduce the amount of Company stock in the Plan, adequately diversify the Plan’s investments in
Company stock, appoint qualified administrators and properly monitor their and the Plan’s performance and
disclose accurate information about the Company. The plaintiffs, on behalf of the putative class, seek, among
other things, declaratory relief, damages for Plan losses and lost profits, imposition of constructive trust as a
remedy for unjust enrichment, injunctive relief, costs and attorneys’ fees, equitable restitution and other
appropriate equitable and monetary relief. By order of the Court, an amended complaint was filed in the
Jackson case on September 16, 2005. The amended complaint supplements the detailed allegations of the
original complaint and names specific individual defendants who served on the Benefits Committee and the
Asset Management Committee. Identical amended complaints were also filed in Pedraza and Shamrey. In each

22



of the three cases, the plaintiff has voluntarily dismissed three individual defendants. The Company filed
motions to dismiss all claims in each case. Briefings on these motions are complete and the parties are waiting
for the court’s rulings.

The Company believes that it has meritorious defenses in each of these cases and intends to vigorously
defend its interests therein.

On February 7, 2006, the International Brotherhood of Teamsters, a purported shareholder of CCE, filed a
derivative action (International Brotherhood of Teamsters v. The Coca-Cola Company, et al.) in the Delaware
Court of Chancery for New Castle County on behalf of CCE against the Company and certain current and
former directors and officers of CCE. The lawsuit alleges, among other things, that the Company is a controlling
shareholder of CCE and, as such, it owes a fiduciary duty to CCE. The lawsuit further alleges that the Company
has breached such fiduciary duty by causing CCE to be operated and to undertake numerous business decisions
for the primary benefit of the Company and its shareowners in a manner adverse to the interests of CCE and its
shareholders. In addition, the lawsuit alleges that the individual defendants have breached their fiduciary duties
by, among other things, permitting the Company to control CCE and to abuse such control in a manner designed
to maximize the Company’s profits at the expense of CCE’s financial condition. The plaintiff, purportedly on
behalf of CCE, is seeking, from or with respect to the Company, declaratory relief, an accounting for losses
sustained by CCE as a result of the wrongs alleged compensatory damages in an amount to be determined at
trial, injunctive relief and the implementation of certain corrective measures, assumption by the Company of all
debts and liabilities allegedly incurred by CCE on behalf of the Company, award of costs and expenses, including
reasonable attorneys’ fees and expenses, and such other further relief as the court may deem just and proper.
The Company believes that it has substantial legal and factual defenses to the plaintiff’s allegations and intends
to vigorously defend itself in this lawsuit.

In February 2006, two largely identical cases were filed against the Company and CCE, one in the Circuit
Court of Jefferson County, Alabama (Coca-Cola Bottling Company United, et al. v. The Coca-Cola Company and
Coca-Cola Enterprises Inc.) and the other in the United States District Court for the Western District of
Missouri, Southern Division (Ozarks Coca-Cola/Dr Pepper Bottling Company, et al. v. The Coca-Cola Company
and Coca-Cola Enterprises Inc.) by bottlers that collectively represented approximately 10 percent of the
Company’s U.S. unit case volume for 2005. The plaintiffs in these lawsuits allege, among other things, that the
Company and CCE are acting in concert to establish a warehouse delivery system to supply Powerade to a major
customer, which the plaintiffs contend would be detrimental to their interests as authorized distributors of this
product. The plaintiffs claim that the alleged conduct constitutes breach of contract, implied covenant of good
faith and fair dealing and expressed covenant of good faith by the Company and CCE. In addition, the plaintiffs
seek remedies against the Company and CCE on a promissory estoppel theory. The plaintiffs seek actual and
punitive damages, interest and costs and attorneys’ fees, as well as permanent injunctive relief, in the Alabama
case and preliminary and permanent injunctive relief in the federal case. The Company believes it has
substantial factual and legal defenses to the plaintiffs’ claims and intends to defend itself vigorously in these
lawsuits.

The Company is involved in various other legal proceedings. Management of the Company believes that any
liability to the Company that may arise as a result of these proceedings, including the proceedings specifically
discussed above, will not have a material adverse effect on the financial condition of the Company and its
subsidiaries taken as a whole.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable.
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