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PART |
ITEM 1. BUSINESS
A. The Company

Alliance One is a Virginia corporation with revesuef approximately $2.1 billion and operating in@wof approximately
$132.9 million for the year ended March 31, 200ur common stock has been traded on the New YarkkIExchange since
1995. Through our predecessor companies, we héwegaoperating history in the leaf tobacco industith some customer
relationships beginning in the early 1900s. AltiarOne is one of only two global publicly held I¢atbacco merchants, each
with substantially similar global market shares. Wave broad geographic processing capabilitiesjvarsified product
offering and an established customer base, inajudihof the major consumer tobacco product marnufacs. Our goal is to
be the preferred supplier of quality tobacco prasl@nd innovative solutions to the world’s manufisets and marketers of
tobacco products.

Additional Information
We are required to file annual, quarterly and aurreports, proxy statements and other informatiith the U.S. Securities
and Exchange Commission (“SEC”). The public magdrand copy any materials that we file with the SEGhe SEC's
Public Reference Room at 100 F Street, NE, WasbimdD.C. 20549. Information on the Public RefeeeiRoom may be
obtained by calling the SEC at 1-800-SEC-0330.addition, the SEC maintains an internet site tlutains reports, proxy
and information statements, and other informatemarding issuers that file with the SEC at httpmiwsec.gov

Our website address_is http://www.aodatin We make available free of charge through our welmir annual report
on Form 10-K, quarterly reports on Form 10-Q, corneports on Form 8-K and all amendments to thieperts as soon as
reasonably practicable after such material is mdeatally filed with or furnished to the SEC. Th#@ormation contained on
our website shall not be deemed part of this anreprt on Form 10-K for any reason.

B. The Business

Leaf tobacco merchants purchase, process, padle atw ship tobacco to manufacturers of cigarettes other consumer
tobacco products throughout the world. In an iasieg number of markets, we also provide agronoxpgrise for growing
leaf tobacco. Our revenues are primarily comprisesiales of processed tobacco and fees charggatdoessing and related
services to these manufacturers of tobacco prodiitscessing and other revenues are less tharf 5% total revenues. We
do not manufacture cigarettes or other consumexctdbproducts.

We deal primarily in flue-cured, burlend oriental tobaccos that are used in interndtiorend cigarettes. Several of
the large multinational cigarette manufacturersehaxpanded their operations throughout the worddtiqularly in Asia,
Eastern Europe and the former Soviet Union, in iotdéncrease their access to and penetrationtefriational brand cigarette
markets. As cigarette manufacturers expand tHebad operations, we believe that demand will iase=for local sources of
leaf tobacco and local tobacco processing andildigion, primarily due to beneficial tariff ratesdilower freight costs. For
some large multinational cigarette manufacturamgrnational expansion will cause them to placeatgrereliance on the
services of leaf tobacco merchants with the abibitgource and process tobacco on a global badisoanelp develop higher
quality local sources of tobacco by improving loagtonomic practices. For other large multinatianigarette manufacturers,
international expansion also includes vertical gnétion of their operations, either through acdigisi of our competitors,
establishing new operations or contracting direetlth suppliers. Recently, Japan Tobacco, Inc.aenhkd their direct leaf
procurement capabilities by acquiring small leafgassors in Malawi and Brazil and forming a joienture for tobacco leaf in
the United States. Both Alliance One and the otji@al publicly held leaf tobacco merchant hav&@gsed supplier contracts
and sold related assets to Philip Morris Intermatipinc. (“PMI”) in Brazil as PMI strengthens thalirect leaf procurement
capabilities. We will continue to work with ourstomers to meet all their needs as their buyintepat and business models
change while continuing to be a provider of qualitijacco products and innovative solutions.

Purchasing

Tobacco is primarily purchased directly from suegdiwith small quantities still sold at auctiom Hon-auction markets, we
purchase tobacco directly from suppliers and weurassthe risk of matching the quantities and graeegiired by our

customers to the entire crop we must purchase watdract. In other non-auction markets, such ag#htina and China, we
buy tobacco from local entities that have purchasdédcco from suppliers and supervise the procgssirthat tobacco by
those local entities. Principal auction marketdude India, Malawi and Zimbabwe and our networkadfacco operations and
buyers allows us to cover the major auctions of-fftured and burley tobacco throughout the world.the United States, a
number of our U.S. customers purchase tobaccothjisom the suppliers in addition to the leaf meaats. Although our
U.S. facilities process the tobacco purchased tjréom suppliers by these customers, we do nké tawnership of that
tobacco and do not record sales revenues assouidteids resale. The number of customers puretgagibacco directly from

suppliers and the locations in which they purchiabacco directly from suppliers has expanded régent



Purchasing(continued)

Our arrangements with suppliers vary flocale to locale depending on our predictionsutéife supply and demand,
local historical practice and availability of cagit In certain jurisdictions, we purchase seeédgijlizer, pesticides and other
products related to growing tobacco and advance tttesuppliers, which represents prepaid inventofje suppliers then
utilize these inputs to grow tobacco, which we @atractually obligated to purchase. The advanéésputs for the current
crop generally include the original cost of theltgpplus a mark-up and interest as it is earneceré/bontractually permitted,
we charge interest to the suppliers during theogettie current crop advance is outstanding. Wergépedvance inputs at a
price greater than our cost, which results in akrugr on the inputs. We account for our advancestiacco suppliers using a
cost accumulation model, which results in us répgrour advances at the lower of cost or recoverabiounts excluding the
mark-up and interest. The mark-up and interestwradvances are recognized when the tobacco iedeti as a decrease in
our cost of the current crop. Upon delivery ofaobto, part of the purchase price paid to the sepipaid in cash and part
through a reduction of the advance balance. Tharaxs applied to the delivery are then reclassgdbadvances and
included as unprocessed inventory. We advancesmmly to suppliers with whom we have purchaseresidg. For example,
in Brazil, we generally contract to purchase a $ispp entire tobacco crop at the market pricegrade at the time of harvest
based on the quality of the tobacco delivered. skamt to these purchase contracts, we provide isupplith fertilizer and
other materials necessary to grow tobacco and mayagtee Brazilian rural credit loans to supplierdinance the crop.
Under longer-term arrangements with suppliers, vag advance or guarantee financing on supplierstatassets, which are
also recovered through the delivery of tobaccastbyiour suppliers.

In these jurisdictions, our agronomistaimtain frequent contact with suppliers prior tadaturing the growing and
curing seasons to provide technical assistancenpwave the quality and yield of the crop. As a fesfi various factors
including weather, not all suppliers are able tiles¢he entire amount of advances through deliwdrpbacco in a given crop
year. Throughout the crop cycle, we monitor evéimét may impact the suppliers’ ability to delivebacco. If we determine
we will not be able to recover the original costld advances with deliveries of the current cayduture crop deliveries, the
unit cost of tobacco actually received is increas$én unrecoverable costs are within a normal ramgeh is based on our
historical results or expensed immediately whely e above a normal range based on our histagsalts. We account for
the unrecoverable costs in this manner to ensugeocmsts within a normal range are capitalizedniventory and costs that are
above a normal range are expensed immediatelyreentyperiod charges.

Alliance One has developed an extensitermational network through which we purchasegcess and sell tobacco and
we hold a leading position in most tobacco growiagions in the world. We purchase tobacco in ntbes 45 countries.
During the three years ended March 31, 2011, 201D 2009, approximately 35%, 36% and 39%, respdygtivaf our
purchases of tobacco were from the South Ameriecgating segment and approximately 65%, 64% and G&%pectively,
were from the Other Regions operating segment.hiwithe Other Regions operating segment, approgim&0%, 32% and
32% of our purchases for the three years endediMat¢ 2011, 2010 and 2009, respectively, were fidatawi, China, the
United States and Turkey.

Processing

We process tobacco to meet each customer's sgicifis as to quality, yield, chemistry, particleesimoisture content and
other characteristics. Unprocessed tobacco isnaserishable commodity that generally must be pssed within a relatively
short period of time to prevent fermentation oredieration in quality. The processing of leaf toba facilitates shipping and
prevents spoilage and is an essential servicertoumiomers because the quality of processeddbatto substantially affects
the quality of the manufacturer’s end product. d@xdingly, we have located our production faciliti@esproximity to our
principal sources of tobacco.

We process tobacco in more than 50 owanadl third-party facilities around the world incladi Argentina, Brazil,
Canada, China, Guatemala, India, Tanzania, theetr$tates, Malawi, Thailand, Germany, Indonesiagédania, Bulgaria
and Turkey. These facilities encompass all leadxyprt locations of flue-cured, burley and ori¢tddaccos. In addition, we
have entered into contracts, joint ventures andraginrangements for the purchase of tobacco graveubstantially all other
countries that produce export-quality flue-cured borley tobacco.

Upon arrival at our processing plantseftured and burley tobacco is first reclassifiecoading to grade. Most of that
tobacco is then blended to meet customer spedifitmtegarding color, body and chemistry, thredbe@move the stem from
the leaf and further processed to produce strigstzdicco and sieve out small scrap. We also sathal amount of processed
but unthreshed flue-cured and burley tobacco isddeaf and bundle form to certain customers. rfaldobaccos are handled
and processed in a similar manner other than higatiobaccos are not threshed to remove stems.

Processed flue-cured, burley and orieotaédicco is redried to remove excess moistureadattban be held in storage by
customers or us for long periods of time. Aftadrggng, whole leaves, bundles, strips or stemssamdp where applicable are
separately packed in cases, bales, cartons or éadshor storage and shipment. Packed flue-curedey and oriental
tobacco generally is transported in the countrgrigin by truck or rail, and exports are moved lps Prior to and during
processing, steps are taken to ensure consistatitygaf the tobacco, including the regrading aednoval of undesirable
leaves, dirt and other non-tobacco related mate@alstomer representatives are frequently prestemr facilities to monitor
the processing of their particular orders. Thraughthe processing, our technicians use qualitytrobdaboratory test
equipment to ensure that the product meets albmest specifications.
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Selling

We ship tobacco to manufacturers of cigarettesadher consumer tobacco products located in mone #Bacountries around

the world as designated by these manufacturers. ratfegnize sales revenue when persuasive eviddnae arrangement

exists, the price to the customer is fixed, collbdity is reasonably assured and title and rislowhership is passed to the
customer, which is upon shipment or delivery. Irtai@ countries we also use commissioned agergsgplement our selling

efforts. Individual shipments may be large, amtsithe customer typically specifies shipping dades financial results may

vary significantly between reporting periods duditoing of sales. In some markets, principally theited States, we process
tobacco that is owned by our customers, and revesmgeognized when the processing is completed.

The consumer tobacco business is dondragea relatively small number of large multinatibeigarette manufacturers
and by government controlled entities. Includingit respective affiliates, accounting for morenti®% of our revenues from
continuing operations were each of Philip Morrigelnational, Inc., Japan Tobacco, Inc. (“JTI”) @&ritish American Tobacco
p.l.c. for the years ended March 31, 2011 and 28486;PMI and JTI for the year ended March 31, 2009.

In 2011, Alliance One delivered approxieta 54% of its tobacco sales to customers in Eairapd approximately 14%
to customers in the United States. One customectdi shipments to its Belgium storage and disivbucenter before
shipment to its manufacturing facilities in Europed Asia. In 2011, these Belgium sales accourted24% of sales to
customers in Europe. The remaining sales arestomers located in Asia, Africa and other geograpégions of the world.

Seasonality
The purchasing and processing activities of ouat¢eb business are seasonal. Flue-cured tobacem ginathe United States
is purchased, processed and marketed generallygdtimé five-month period beginning in July and eigdin November. U.S.
grown burley tobacco is purchased, processed antteteal usually from late November through JanuaryFebruary.
Tobacco grown in Brazil is usually purchased, pssed and marketed from January through July arifrina from April
through September. Other markets around the vianl@ similar purchasing periods, although at déifetimes of the year.
During the purchasing, processing andketarg seasons, inventories of unprocessed tobaoeentories of redried
tobacco and trade accounts receivable normallyhrpaek levels in succession. Current liabilitigarticularly advances from
customers and short-term notes payable to banksatly reach their peak in this period as a medrsancing the seasonal
expansion of current assets. At March 31, the afnolur fiscal year, the seasonal components ofwmrking capital reflect
primarily the operations related to foreign growbdcco.

Competition

Alliance One is one of only two global publicly Hdkeaf tobacco merchants, with substantially singl@bal market shares in
markets in which we both operate. We expect tontaa a major position in most major tobacco grayiegions in the
world, including the principal export markets fdnd-cured, burley and oriental tobacco and, assalref our scale, global
reach, and financial resources, we believe we aleswited to serve the needs of all manufactuoérsigarettes and other
consumer tobacco products.

The leaf tobacco industry is highly cotitpee and competition is based primarily on thé&ercharged for products and
services as well as the merchant's ability to ncestomer specifications in the buying, processirgidue compliance and
financing of tobacco. In addition to the primarlplmal independent leaf tobacco merchants, thereaanember of other
independent global, regional or national competitdrocal independent leaf merchants with low fixedts and overhead also
supply cigarette manufacturers. Recent verticgration initiatives and other changes in custolngying patterns have
resulted in a more dynamic and competitive opega@nvironment. There is also competition in alumwies to buy the
available leaf tobacco and in many areas, totdlttdmcco processing capacity exceeds demand.

Reportable Segments

The purchasing, processing, selling and storindeaf tobacco is similar throughout our businessowelver, we maintain
regional operating and financial management in IN&kmerica, South America, Europe, Africa and Asianonitor our
various operations in these areas. In reviewiegdtoperations, we have concluded that the ecortmaiacteristics of South
America are dissimilar from the other operatingiozeg. Based on this fact, we disclose South Araesigparately and have
aggregated the remaining four operating segmeffitiad Asia, Europe and North America into one mglole segment “Other
Regions.” Our financial performance is reviewedhi level and these regions represent our opgraggments. See Note 14
“Segment Information” to the “Notes to ConsolidatEthancial Statements” for financial informatiortrégutable to our
reportable segments.

C. Other

Research and Development

We routinely cooperate with both our customers #redmanufacturers of the equipment used in ourgssing facilities to
improve processing technologies. However, no riatemounts are expended for research and develupmared we hold no
material patents, licenses, franchises, or conmessi



Alliance One Employees

Alliance One’s consolidated entities employed agpnately 3,300 persons, excluding seasonal empgyiaeour worldwide
operations at March 31, 2011. In the Other Regiopsrating segment, Alliance One’s consolidatedtieatemployed
approximately 2,600 employees at March 31, 2011udktg approximately 4,000 seasonal employees. inguorocessing
periods, most seasonal employees as well as appaitedy 200 full-time factory personnel in the UnditBtates are covered by
collective bargaining agreements. In the South Aeaeoperating segment, Alliance One’s consolidagatties employed
approximately 700 persons, excluding approxima8#00 seasonal employees, at March 31, 2011. Wsider Alliance
One’s employee relations to be satisfactory.

Government Regulation and Environmental Compliance

See Item 1A. “Risk Factors” for a discussion of ggment regulation. Currently there are no mdteriimated capital
expenditures related to environmental control ftked. In addition, there is no material effect @apital expenditures, results
of operations or competitive position anticipatedaaresult of compliance with current or pendindefal or state laws and
regulations relating to protection of the enviromte

EXECUTIVE OFFICERS OF ALLIANCE ONE INTERNATIONAL, I NC.
The following information is furnished with respgotthe Company’s executive officers as of AprikD11, and the capacities

in which they serve. These officers serve at tbagure of the Board of Directors and are electezheh annual organizational
meeting of the Board.

NAME AGE TITLE

Mark W. Kehaya 43  Chairman and Interim Chief Exa@Officer

J. Pieter Sikkel 47 President

J. Henry Denny 60 Executive Vice President - Gldbpérations

Robert A. Sheets 56 Executive Vice President —iGFieancial Officer and Chief Administrative Office
William L. O’Quinn, Jr. 42  Senior Vice Presidernthief Legal Officer and Secretary

The business experience summaries provided belpthéoCompany’s executive officers describe posgibeld by the named
individuals during the last five years.

Mark W. Kehaya has served as Chairman of Alliance One and Int&inief Executive Officer since December 14, 201@ a
remains a founding partner at Meriturn PartnersCLEn investment firm specializing in restructusrgnd turnarounds of
middle-market companies, since January 2002.

J. Pieter Sikkel has served as President of Alliance One Internaljdnc., since December 14, 2010, having preWossrved
as Executive Vice President — Business StrategyRaidtionship Management from April 2007 throughc®maber 13, 2010,
and as Regional Director of Asia from May 2005 thgio April 2007.

J. Henry Denny has served as Executive Vice President — Globar&ions since July 2009, having previously serasd
Regional Director of North and Central America frdeme 2006 through July 2009, and as Director @if Rurchasing for
North America from May 2005 through June 2006.

Robert A. Sheetshas served as Executive Vice President - Chiedrgial Officer and Chief Administrative Officer sim
December 14, 2010, having previously served as Uxec Vice President — Chief Financial Officer frofpril 1, 2008
through December 13, 2010, and as a member of tlaedBof Directors and as Executive Vice Presidedt @hief Financial
Officer of a corporate predecessor, Standard CowialéCorporation, until its merger into Alliance ®m May 2005.

William L. O’Quinn, Jr. has served as Senior Vice President - Chief L&diter and Secretary since April 1, 2011, having
previously served as Senior Vice President - Sagretince January 1, 2011, and as Assistant Ge@exatsel and Assistant
Secretary from August 2005.



ITEM 1A. RISK FACTORS

The following risk factors should be read carefuity connection with evaluating our business and fdmavard-looking
statements contained in this Annual Report on Fd0aK. Any of the following risks could materiallydgersely affect our
business, our operating results, our financial @@ and the actual outcome of matters as to wHimtward-looking
statements are made in this Annual Report.

We may from time to time make writtenaryal forward-looking statements, including statetaesontained in filings
with the SEC, in reports to stockholders and irspn@leases and investor calls and webcasts. Yoideatify these forward-
looking statements by use of words such as “stydté@gxpects,” “continues,” “plans,” “anticipates,™believes,” “will,”
“estimates,” “intends,” “projects,” “goals,” “tar¢®’ and other words of similar meaning. You camatkentify them by the fact
that they do not relate strictly to historical arrent facts.

We cannot guarantee that any forwardiloplstatement will be realized, although we beligehave been prudent in
our plans and assumptions. Achievement of futuseltg is subject to risks, uncertainties and inemteuassumptions. Should
known or unknown risks or uncertainties materiali@eshould underlying assumptions prove inaccur@téual results could
vary materially from those anticipated, estimatedmjected. Investors should bear this in mindhesy consider forward-
looking statements and whether to invest in or iarmevested in Alliance One International, Inc. géties. In connection with
the “safe harbor” provisions of the Private SedesitLitigation Reform Act of 1995, we are identifgi important risk factors
that, individually or in the aggregate, could caastual results and outcomes to differ materialbnf those contained in any
forward-looking statements made by us; any sucterst@nt is qualified by reference to the followirgutionary statements.
We elaborate on these and other risks we face ghau this document. You should understand thatribt possible to predict
or identify all risk factors. Consequently, you glibnot consider the following to be a completecdssion of all potential
risks or uncertainties. We do not undertake to tgpday forward-looking statement that we may ma&mftime to time.

Risks Relating to Our Operations

Our reliance on a small number of significant custmers may adversely affect our results of operations
Our customers are manufacturers of cigarette amel dbbacco products. Several of these customdigdually account for a
significant portion of our sales in a normal year.

For the year ended March 31, 2011, e&é¢thdip Morris International, Inc., British Amedn Tobacco p.l.c. and Japan
Tobacco Inc., including their respective affiligtascounted for more than 10% of our revenues frontinuing operations.

In addition, tobacco product manufactsirare experiencing consolidation and further cadatbn among our
customers could decrease such customers’ demarmdifdeaf tobacco or processing services. The dbssy one or more of
such customers could have a material adverse efifegtir financial condition or results of operation

Further, demand for our leaf tobacco mrcpssing services could be materially reducedigarette manufacturers
continue to significantly vertically integrate theperations, either through acquisition of oumgeetitors, establishing new
operations or contracting directly with supplietiapan Tobacco, Inc. began its vertical integratiparations with the current
crop in Malawi, Brazil and the United States. @esults of operations were adversely affected.ligPNlorris International,
Inc. acquired supplier contracts and related assd?sazil in fiscal 2011 to procure leaf direcbgginning with the 2011 crop.
Further vertical integration by our customers colbéye a material adverse effect on our financiad@don and results of
operations.

Global shifts in sourcing customer requirements mayegatively impact our organizational structure andasset base.

The global leaf tobacco industry is experiencingtshn the sourcing of customer requirements favetcco. For example,
significant tobacco production volume decreases hascurred in the United States, Zimbabwe and Wedteirope from
historical levels. At the same time, productionwoés in other sourcing origins, such as Brazil aiteér areas of Africa, are
stabilizing. Additional shifts in sourcing may arcas a result of currency fluctuations, includihgyaluation of the U.S.
dollar. A shift in sourcing origins in Europe hasen influenced by modifications to the tobaccagsupport system in the
European Union (EU). Customer requirements are gihgndue to these variations in production, thexefofluencing our
ability to plan effectively for the longer term iturope.

We may not be able to timely or efficlgradjust to these shifts in sourcing origins, autjusting to these shifts may
require changes in our production facilities intair origins and changes in our fixed asset base h#e incurred, and may
continue to incur, restructuring charges as weinaatto adjust to these shifts in sourcing. Adjugtbur capacity and adjusting
to these shifts in sourcing may have an adversadtpn our ability to manage our costs, and coakkhan adverse effect on
our financial performance.

Our financial results will vary according to growing conditions, customer indications and other facta, which reduces
your ability to gauge our quarterly and annual financial performance.

Our financial results, particularly the quarteripancial results, may be significantly affected thyctuations in tobacco
growing seasons and crop sizes which affect th@lgugf tobacco. The cultivation period for tobadsodependent upon a
number of factors, including the weather and otheural events, such as hurricanes or tropicah®pand our processing
schedule and results of operations can be significaltered by these factors.
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Risks Relating to Our Operations(continued)

Our financial results will vary according to growing conditions, customer indications and other facta, which reduces
your ability to gauge our quarterly and annual financial performance. (continued)

The cost of acquiring tobacco can flutdugreatly due to smaller crop sizes and increasatpetition in certain markets
in which we purchase tobacco. For example, in Mila smaller 2007 crop and increased competitiothé Malawi market
increased green tobacco costs at auction by alf@®$b, while processing and overhead costs alseased. Furthermore,
short crops in periods of high demand translate higher average green prices, higher throughpsitscand less volume to
sell.

Further, the timing and unpredictabildf customer indications, orders and shipments caiss¢éo keep tobacco in
inventory, increase our risk and result in variasion quarterly and annual financial results. Tihgrng of shipments can be
materially impacted by shortages of containers\assels for shipping as well as infrastructure arakssibility issues in ports
we use for shipment. We may from time to timehie brdinary course of business keep a significamdumt of processed
tobacco in inventory for our customers to accomnmdiaeir inventory management and other needss3atmgnition by us
and our subsidiaries is based on the passage arship, usually with shipment of product. Becaugbvidual shipments may
represent significant amounts of revenue, our gdgrand annual financial results may vary sigaifity depending on our
customers’ needs and shipping instructions. Thiestugtions result in varying volumes and salegiren periods, which also
reduces your ability to compare our financial resin different periods or in the same periodsiffecent years.

Suppliers who have historically grown tobacco andrbm whom we have purchased tobacco may elect to gvoother
crops instead of tobacco, which affects the worldupply of tobacco and may impact our quarterly and anual financial
performance.

Increases in the prices for other crops have ledraay in the future lead suppliers who have histdly grown tobacco, and
from whom we have purchased tobacco, to electdw ghese other, more profitable items instead batco. A decrease in
the volume of tobacco available for purchase mayeiase the purchase price of such tobacco. Asudtreve could experience
an increase in tobacco crop acquisition costs wiriaki impact our quarterly and annual financial perfance.

Our advancement of inputs to tobacco suppliers codlexpose us to losses.

We advance inputs to our suppliers, which reprepegpaid inventory, in many countries to allow theppliers to grow

tobacco, which we are contractually obligated tachase. The advances to tobacco suppliers aredetl part of the

consideration paid upon the suppliers deliveringuogrocessed tobacco at market prices. Two prirffantprs determine the
market value of the tobacco suppliers deliver totlus quantity of tobacco delivered and the qualitghe tobacco delivered.
Unsatisfactory quantities or quality of the tobadedivered could result in losses of amounts adedro our tobacco suppliers
or the deferral of those advances.

When we purchase tobacco directly from suppliers, & bear the risk that the tobacco will not meet ourcustomers’
quality and quantity requirements.

In countries where we contract directly with tobauppliers, including Argentina, Brazil, the Unit&tates and certain
African countries, we bear the risk that the toloadelivered will not meet quality and quantity regments of our customers.
If the tobacco does not meet such market requiresname may not be able to sell the tobacco we agi@buy and may not be
able to meet all of our customers’ orders, whiclulddave an adverse effect on profitability andihssof operations.

Weather and other conditions can affect the marketaility of our inventory.

Like other agricultural products, the quality ob&zco is affected by weather and the environmehictwcan change the
quality or size of the crop. If a weather evenpdsticularly severe, such as a major drought ori¢ame, the affected crop
could be destroyed or damaged to an extent thvdutd be less desirable to our customers, whichldvoesult in a reduction
in revenues. If such an event is also widespreadould affect our ability to acquire the quantdf products required by
customers. In addition, other items can affectntiaeketability of tobacco, including, among othengs, the presence of:

* non-tobacco related material;
» genetically modified organisms; and
» excess residues of pesticides, fungicides and ¢idasi.

A significant event impacting the conalitior quality of a large amount of any of the tatmacrops we buy could make it
difficult for us to sell such tobacco or to fill baustomers’ orders. In addition, in the eventlaghate change, adverse weather
patterns could develop in the growing regions iriclwtwe purchase tobacco. Such adverse weatharpaitould result in
more permanent disruptions in the quality and efafie available crop, which could adversely affaat business.



Risks Relating to Our Operations(continued)

We face increased risks of doing business due toetlextent of our international operations.

We do business in more than 45 countries, somehi¢hvdo not have stable economies or governments.ifidernational
operations are subject to international business rincluding unsettled political conditions, uriaaty in the enforcement of
legal obligations, including the collection of acots receivable, expropriation, import and exp@strictions, exchange
controls, inflationary economies, currency riskd aisks related to the restrictions on repatriatibearnings or proceeds from
liquidated assets of foreign subsidiaries. Theslesrare exacerbated in countries where we havenaddasubstantial sums or
guaranteed local loans or lines of credit for thuechase of tobacco from suppliers. For example066 as a result of the
political environment, economic instability, foraigcurrency controls and governmental regulationsZimbabwe, we
deconsolidated our Zimbabwe subsidiaries.

Our international operations are in amghsre the demand is for the export of lower pritdEzhcco. We have significant
investments in our purchasing, processing and éxygooperations in Argentina, Brazil, Malawi, Tanimand Turkey.

In recent years, economic problems itiaderAfrican countries have received wide publigigjated to devaluation and
appreciation of the local currency and inflatiorevaluation and appreciation can affect our purclecasts of tobacco and our
processing costs. In addition, we conduct busiméssuppliers and customers in countries thaehacently had or may be
subject to dramatic political regime change, sushTanisia and Egypt. In the event of such dramakianges in the
government of such countries, we may be unablettirtue to operate our business, or adequately@niegal obligations,
after the change in a manner consistent with gmiactice.

We are subject to potentially inconsistactions by the governments of certain foreignntoes in which we operate
which may have a significant impact on our finaheisults. For example, in 2006, our concessiompramote tobacco
production in the Chifunde district of Mozambiquasmerminated by the government. Thereafter, wesassl our remaining
Mozambique operations without the Chifunde distdnd determined that it was not in our economierggt to remain in
Mozambique without this strategic district. Conseqfly, we discontinued our operations within Mozéuke after the 2006
crop.

We are subject to the Foreign Corrupt Practices Ac{the “FCPA”) and operate in jurisdictions that pose a high risk of
potential FCPA violations.
We are subject to the FCPA, which generally prahibompanies and their intermediaries from makmgroper payments to
foreign officials for the purpose of obtaining ardping business and/or other benefits. We openaeiumber of jurisdictions
that pose a high risk of potential FCPA violationglthough our corporate policy prohibits foreignidery and we have
adopted procedures to promote compliance, theme essurance that our policy or procedures willkneffectively all of the
time or protect us against liability under the FCf®Aactions taken by our agents, employees arrivgdiaries with respect
to our business or any businesses that we acdraieire to comply with the FCPA, other anti-corioptlaws and other laws
governing the conduct of business with governmatities (including local laws) could lead to criralrand civil penalties and
other remedial measures (including further chamgeshancements to our procedures, policies, antlats, the imposition of
a compliance monitor at our expense and potengiedgmnel changes and/or disciplinary actions),&nyhich could have an
adverse impact on our business, financial conditresults of operations and liquidity. Any investign of any potential
violations of the FCPA or other anti-corruption Wy U.S. or foreign authorities also could haveadwerse impact on our
business, financial condition and results of openat

Additionally, we have recently resolvad investigation for potential criminal and civilolations of the FCPA. In
March 2004, we discovered potential irregulariti@th respect to certain bank accounts in southamojge and central Asia.
Our Audit Committee engaged an outside law firmcémduct an investigation of activity relating tcesle accounts. The
investigation revealed that there were payments fittese accounts that may have violated the U.&idgroCorrupt Practices
Act. In May 2004, we voluntarily reported the matte the U.S. Department of Justice (“Justice”)oSthereafter, we closed
the accounts in question, implemented personnehgds and other measures designed to prevent sigiilaations in the
future, including the addition of new finance amdernal audit staff and enhancement of existingning programs, and
disclosed these circumstances in our filings wlita 8EC. In August 2006, we learned that the SECidsaed a formal order
of investigation of us and others to determinehi#se or other actions, including those in othemtes in which we do
business, may have violated the FCPA or other piaws of the Exchange Act and rules thereundedg 2008, we learned
that Justice began conducting an investigation jpussible violations of the FCPA or other fedenammal laws stemming
from the same actions being investigated by the.SH@& SEC's investigation was resolved on AugéstZ®10. The Justice’s
investigation was resolved on October 21, 2010.e $éttlements resulted in the disgorgement in tsrafind fines totaling
$19.45 million, which have been paid. Both settats require us to retain an independent compliamaeitor for a term of
three years.

Our exposure to changes in foreign tax regimes caliadversely impact our business.

We do business in countries that have tax regimeghich the rules are not clear, are not consisteqplied and are subject
to sudden change. This is especially true with neéga international transfer pricing. Our earnirggmild be reduced by the
uncertain and changing nature of these tax regimes.



Risks Relating to Our Operations(continued)

Fluctuations in foreign currency exchange and integst rates could adversely affect our results of opations.
We conduct our business in many countries arouadatbrld. Our business is generally conducted in. d@lars, as is the
business of the leaf tobacco industry as a whotevdver, we generally must purchase tobacco in n@-tbuntries using
local currency. As a result, local country opemticosts, including the purchasing and processirgiscfior tobaccos, are
subject to the effects of exchange fluctuationshef local currency against the U.S. dollar. Whea ©.S. dollar weakens
against foreign currencies, our costs for purchipsind processing tobacco in such currencies ineseadVe attempt to
minimize such currency risks by matching the timafgour working capital borrowing needs against titleacco purchasing
and processing funds requirements in the currefidpeo country where the tobacco is grown. Fluctusiin the value of
foreign currencies can significantly affect our gieg results.

In addition, the devaluation of foreigmrrencies has resulted and may in the future résuktduced purchasing power
from customers whose capital resources are dentaima those currencies. We may incur a loss oirless as a result of the
devaluation of these currencies now or in the &itur

Low investment performance by our defined benefit pnsion plan assets may increase our pension expenaad may
require us to fund a larger portion of our pensionobligations, thus, diverting funds from other potertial uses.

We sponsor defined benefit pension plans that cowartain eligible employees. Our pension expense r@quired
contributions to our pension plan are directly etiéel by the value of plan assets, the projectedafiteturn on plan assets, the
actual rate of return on plan assets, and the @atuassumptions we use to measure the definedfibgrension plan
obligations.

Due to the significant market downturattbegan in 2008, plan asset values declined &gnify. If plan assets perform
below the assumed rate of return used to deterpension expense, future pension expense will iserelaurther, as a result
of the global economic instability, our pensionrplavestment portfolio has recently incurred greatdatility.

The proportion of pension assets to liés, which is called the funded status, detesmsithe level of contribution to
the plan that is required by law. In recent yeans,have funded the plan in amounts as requiredchamges in the plan's
funded status related to the value of assets bilitias could increase the amount required to lnraléd. We cannot predict
whether changing market or economic conditionsulisgry changes or other factors will further irase our pension funding
obligations, diverting funds we would otherwise lgpp other uses.

Competition could erode our earnings.

The leaf tobacco industry is highly competitive. \&ee one of two global publicly held competitorsthe leaf tobacco
industry, each with approximately equal market sh@ompetition is based primarily on the pricesrgld for products and
services as well as the merchant’s ability to neeistomer specifications in the buying, processimdjfinancing of tobacco. In
addition, there is competition in all countriesktoy the available tobacco. The loss or substantidliction of any large or
significant customer could reduce our earnings.

In addition to the two primary global ejkndent leaf tobacco merchants, the cigarette fagtmers increasingly buy
tobacco directly from suppliers, and new independiaf merchants are entering the leaf purchasimbmocessing business.
We face increasing competition from new local aegional independent leaf merchants with low fixedts and overhead and
good customer connections at the local level. Theseindependent merchants are buying an incregsirtgpn of the crops in
certain international markets, particularly Braaild parts of Africa, where the new entrants hawenlable to capitalize in the
global transition to those markets. Any of thesarses of new competition may result in less tobaaeailable for us to
purchase and process in the applicable markets.

We have identified several material weaknesses rééal to our internal control in the past, and therecan be no assurance
that material weaknesses will not be identified irthe future.

In the past, we have identified certain mattersoiwing our internal control over financial repodirthat we and our
independent registered public accounting firm deieed to be material weaknesses under standaralsliesbed by the Public
Company Accounting Oversight Board. We remediditede material weaknesses in internal control éimancial reporting,
and we believe that our internal control over fitiah reporting was effective at March 31, 2011 &@d0 as reported
elsewhere in this Annual Report. Although we igtda continue to monitor and improve our internahtrols, we cannot
assure you that other material weaknesses willonotrr in the future. Any failure to implement ré&gd new or improved
controls, or difficulties encountered in their irapientation, could cause us to fail to meet ourntegpobligations or result in
misstatements in our financial statements in anwothrdt could be material. Inferior internal corngrobuld cause investors to
lose confidence in our reported financial inforraatiwhich could have a negative effect on the vafugur common stock and
could also require additional restatements of eiar peported financial information.
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Risks Relating to Our Capital Structure

We may not continue to have access to the capitalankets to obtain long-term and short-term financingon acceptable
terms and conditions.

We access the short-term capital markets and, fioma to time, the long-term markets to obtain ficiag. Although we
believe that we can continue to access the capaakets in fiscal 2012 on acceptable terms anditiond, our access and the
availability of acceptable terms and conditionsiampacted by many factors, including: (i) our dtedtings; (ii) the liquidity
and volatility of the overall capital markets, whibas been negatively impacted by the U.S. subepdebt turmoil; and (iii)
the current state of the economy, including theatab industry. There can be no assurances thatillveontinue to have
access to the capital markets on terms acceptabie t

We may not have access to available capital to finae our local operations in non-U.S. jurisdictions.

We have typically financed our non-U.S. local opierss with uncommitted short-term operating crdidieés at the local level.

These operating lines are typically seasonal imreamormally extending for a term of 180 to 27@slaorresponding to the
tobacco crop cycle in that location. These faeffitare typically uncommitted in that the lendengehthe right to cease making
loans or demand payment of outstanding loans atiargy In addition, each of these operating lineshioe renewed with each
tobacco crop season in that jurisdiction. Althowgi foreign subsidiaries are the borrowers undeséhines, many of them
are guaranteed by us.

As of March 31, 2011, we had approximat?31.4 million drawn and outstanding on foreigrasonal lines with
maximum capacity totaling $798.6 million subjeclitoitations as provided for in our Credit Agreerhedditionally against
these lines there was $14.0 million available insed letter of credit capacity with $4.9 milliosigd but unfunded.

Because the lenders under these opeiatieg)typically have the right to cancel the l@drany time and each line must
be renewed with each crop season, there can besaoaace that this capital will be available to suipsidiaries. If a number
of these lenders cease lending to our subsidiariesamatically decrease such lending, it couldehamaterial adverse affect
on our liquidity.

Failure of foreign banks in which our subsidiariesdeposit funds or the failure to transfer funds or tonor withdrawals
may affect our results of operations.

Funds held by our foreign subsidiaries are oftepodited in their local banks. Banks in certain igngjurisdictions may be
subject to a higher rate of failure or may not howghdrawals of deposited funds. In addition, tteuntries in which these
local banks operate may lack sufficient regulatoversight or suffer from structural weaknesseshlbcal banking system.
Due to uncertainties and risks relating to thetpall stability of certain foreign governments, $bdocal banks also may be
subject to exchange controls and therefore unabpetform transfers of certain currencies. If dbitiy to gain access to these
funds was impaired, it could have a material adveffect on our results of operations.

We have substantial debt which may adversely affeats by limiting future sources of financing, interering with our
ability to pay interest and principal on the seniornotes and subjecting us to additional risks.
We have a significant amount of indebtedness ard slervice obligations. As of March 31, 2011, wel lzgpproximately
$1,116.6 million of indebtedness. In addition, timelenture governing the senior notes allows usntur additional
indebtedness under certain circumstances. If wenagdindebtedness to our current indebtednesssletred related risks that
we now face could increase.

Our substantial debt will have importaahsequences, including:

» that our indebtedness may make it more difficuttue to satisfy our obligations with respect to semior notes and
our other obligations;

» that our indebtedness may limit our ability to a@btadditional financing on satisfactory terms aadtherwise fund
working capital, capital expenditures, debt refitiag, acquisitions and other general corporateirements;

« that a significant portion of our cash flow fromesptions must be dedicated to paying interest antla@ repayment
of the principal of our indebtedness. This reduites amount of cash we have available for makinggipal and
interest payments under the senior notes and ffi@r gurposes and makes us more vulnerable to aakerin demand
for leaf tobacco, increases in our operating costgeneral economic or industry conditions;

« that our ability to adjust to changing market caiodis and to compete with other global leaf tobac®ychants may
be hampered by the amount of debt we owe;

» increasing our vulnerability to general adversenecoic and industry conditions;

» placing us at a competitive disadvantage comparedit competitors that have less debt or are éagséged;

» limiting our flexibility in planning for, or reaatig to, changes in our business and the industwhich we operate;
and

» restricting us from making strategic acquisitionggploiting business opportunities.
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Risks Relating to Our Capital Structure (continued)

We have substantial debt which may adversely affeais by limiting future sources of financing, interering with our
ability to pay interest and principal on the seniornotes and subjecting us to additional risks(continued)

In addition, the indenture governing genior notes and our senior secured credit faoddgh contain financial and
other restrictive covenants that will limit our Elyi to engage in activities that may be in ourdeterm best interests. Our
failure to comply with those covenants could resulan event of default which, if not cured or wedy could result in the
acceleration of all of our debt. Also, a substdmniartion of our debt, including borrowings undearrenior secured credit
facility, bears interest at variable rates. If nwrinterest rates increase, variable-rate debt evélate higher debt service
requirements, which would adversely affect our désh. While we may enter into agreements limitimgr exposure to higher
debt service requirements, any such agreementiotayffer complete protection from this risk.

Despite current indebtedness levels, we may stilebable to incur substantially more debt. This couldexacerbate further
the risks associated with our significant leverage.

We may be able to incur substantial additional Intdéness in the future. The terms of the indestgmerning our publicly
traded senior notes and our credit agreementegditit do not completely prohibit, us from doirgg ®ur senior secured credit
facility provides for a revolving credit line thatas increased to $290.0 million. There was $148l0om outstanding under
this facility at March 31, 2011. If new debt is adido our current debt levels, the related risksyase face could intensify.

The indentures governing the senior notes and ouesior secured credit facility contain, and in the fiture could contain
additional, covenants and tests that limit our abity to take actions or cause us to take actions wmay not normally
take.

The indentures governing the senior notes and enios secured credit facility contain a number igingicant covenants.
These covenants limit our ability to, among ottnéngs:

* incur additional indebtedness;

» issue preferred stock;

* merge, consolidate or dispose of substantiallpfatlur assets;

» grant liens on our assets;

* pay dividends, redeem stock or make other disiobator restricted payments;
* repurchase or redeem capital stock or prepay sirzded debt;

* make certain investments;

* agree to restrictions on the payment of dividedsstby our subsidiaries;

» sell or otherwise dispose of assets, includingtgqoterests of our subsidiaries;
» enter into transactions with our affiliates; and

* enter into certain sale and leaseback transactions.

Our senior secured credit facility ané thdentures require us to meet certain finan@stst Complying with these
covenants and tests may cause us to take actians/¢hotherwise would not take or not take actitvas we otherwise would
take. The failure to comply with these covenantd tests would cause a default under the creditifia@nd, under the
indenture, would prevent us from taking certainias, such as incurring additional debt, payingidéinds or redeeming
senior notes or subordinated debt. A default, tffwaived, could result in the debt under our ses&xured credit facility and
the indenture becoming immediately due and payabte could result in a default or acceleration af other indebtedness
with cross-default provisions. If this occurs, waymot be able to pay our debt or borrow sufficiemids to refinance it. Even
if new financing is available, it may not be onmsrthat are acceptable to us.

We have had to obtain waivers and amendments undewur existing financing arrangements to avoid futuredefaults or

cure past defaults.

In the recent past and subsequent to year end,awe sought and obtained waivers and amendments wutleexisting
financing arrangements to avoid future non-compgkanvith financial covenants and cure past defaultder restrictive
covenants. We also paid significant fees to obth@se waivers and consents. You should considegrirthevaluating our
ability to comply with restrictive covenants in ogdebt instruments and the financial costs of oulitatto do so. Any future
defaults for which we do not obtain waivers or admants could result in the acceleration of a sulisaportion of our
indebtedness, much of which is cross-defaultedhierandebtedness.
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Risks Relating to Our Capital Structure (continued)

We will require a significant amount of cash to serice our indebtedness. Our ability to generate castiepends on many
factors beyond our control.

Our ability to make payments on and to refinance imglebtedness, including the notes, and to furahmeéd capital
expenditures will depend on our ability to generatsh in the future. This is subject to generalneotc, financial,
competitive and other factors that may be beyondcouatrol. We cannot assure you that our busingbgy@nerate sufficient
cash flow from operations or that future borrowingh be available to us under our senior secunexdlit facility or otherwise
in an amount sufficient to enable us to pay ouebtddness, including the senior notes, or to fumdbther liquidity needs. We
may need to refinance all or a portion of our indedbess, including the senior notes, on or befaturity. We cannot assure
you that we will be able to refinance any of oubfiéncluding our senior secured credit facility thie senior notes, on
commercially reasonable terms or at all. Additibnao the extent permitted under our senior seduredit agreement and
indentures, we may repurchase, repay or tendesuobank debt, senior notes or senior subordinatees, which may place
pressure on future cash requirements to the etttahthe debt repurchased, repaid or tendered taen@drawn.

If we refinance our current credit facilities, we may not be able to obtain the same credit availabtlj or at interest rates
similar to our current credit facilities.

If the worsening of credit market conditions con#s or increases, it could have a material adverpact on our ability to
refinance our current credit facilities on simitarbetter terms than our current credit facility.

Risks Related to Global Financial and Credit Markes

Volatility and disruption of global financial and credit markets may negatively impact our ability to access financing
and expose us to unexpected risks.

Global financial and credit markets exposes us Yaréety of risks as we fund our business with ebimation of cash from
operations, short-term seasonal credit lines, ewlving credit facility, long-term debt securitiaad customer advances. We
have financed our non-U.S. operations with uncomteahiinsecured short term seasonal lines of crettiedocal level. These
local operating lines typically extend for a terifnup to one year and are typically uncommittedhattthe lenders have the
right to cease making loans and demand repaymdotin$ at any time. As of March 31, 2011, we hapreximately $231.4
million drawn and outstanding on foreign seasoimald with maximum capacity totaling $798.6 millio@hanges in the global
financial and credit markets could create uncetyais to whether local seasonal lines will contitude available to finance
our non-U.S. operations to the extent or on terimslar to what has been available in the past ahether repayment of
existing loans under these lines will be demandéat o maturity. To the extent that local seaddim@s cease to be available
at levels necessary to finance our non-U.S. operator we are required to repay loans under thes lprior to maturity, we
may be required to seek alternative financing sssitteyond our existing committed sources of fundiBgsed on the current
financial and credit markets, we cannot assuretlgatisuch alternative funding will be availableuon terms and conditions
acceptable to us, or at all. In the event thahveg be required to support our non-U.S. operatipnborrowing U.S. dollars
under our existing revolving credit line, we may égosed to additional currency exchange risk W&atmay be unable to
successfully hedge. Further, there is additiorsd that certain banks in the U.S. revolving crdufie syndicate could be
unable to meet contractually obligated borrowinguests in the future if their financial conditioreng to deteriorate. In
addition, we maintain deposit accounts with numsrinancial institutions around the world in amautitat exceed applicable
governmental deposit insurance levels. While wively monitor our deposit relationships, we aréjsat to risk of loss in the
event of the unanticipated failure of a financiadtitution in which we maintain deposits, whichdauld be material to our
results of operations and financial condition.

Derivative transactions may expose us to potentiddsses and counterparty risk.

We have entered into certain derivative transastiarcluding interest rate swaps and foreign exghasontracts. Changes in
the fair value of these derivative financial instrents that are not accounted for as cash flow fedgereported as income,
and accordingly could materially affect our repdrtecome in any period. In addition, the countetiparto these derivative
transactions, and to the convertible note hedgesa@ions, are financial institutions or affiliatgsfinancial institutions, and
we are subject to risks that these counterpartésutt under these transactions. In some of thesesadctions, including the
convertible note hedge transactions, our exposuo®tinterparty credit risk is not secured by arllateral. Global economic
conditions over the last few years have resultethénactual or perceived failure or financial ditfities of many financial
institutions, including bankruptcy. If one or mooé the counterparties to one or more of our dérreatransactions not
secured by any collateral becomes subject to iesoly proceedings, we will become an unsecured toredh those
proceedings with a claim equal to our exposurdattime under those transactions. We can providassurances as to the
financial stability or viability of any of our coterparties.
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Risks Relating to the Tobacco Industry

Reductions in demand for consumer tobacco productsould adversely affect our results of operations.
The tobacco industry, both in the United States ahobad, continues to face a number of issues rttat reduce the
consumption of cigarettes and adversely affect lmuginess, sales volume, results of operations, flasls and financial
condition.

These issues, some of which are morg éiicussed below, include:

e governmental actions seeking to ascribe to tobgmmmluct manufacturers liability for adverse heatffects
associated with smoking and exposure to environahéolbacco smoke;

« smoking and health litigation against tobacco pobaeanufacturers;

» taxincreases on consumer tobacco products;

* current and potential actions by state attorneyseige to enforce the terms of the Master SettlenAgmeement, or
MSA, between state governments in the United Setdsobacco product manufacturers;

» governmental and private bans and restrictiongokg;

» actual and proposed price controls and restrictionsnports in certain jurisdictions outside theitdd States;

» restrictions on tobacco product manufacturing, refiny, advertising and sales;

» the diminishing social acceptance of smoking;

* increased pressure from anti-smoking groups;

» other tobacco product legislation that may be atereid by Congress, the states, municipalities diner @wountries;
and

» the impact of consolidation among multinationalac&tte manufacturers.

Tobacco product manufacturer litigation may reducedemand for our services.

Our primary customers, the leading cigarette maniufars, face thousands of lawsuits brought througlhe United States
and, to a lesser extent, the rest of the world.s€Hawsuits have been brought by plaintiffs, inglgd(1) individuals and
classes of individuals alleging personal injury fandnisleading advertising, (2) governments (inahgdgovernmental and
guasi-governmental entities in the United Statesabroad) seeking recovery of health care costgadlly caused by cigarette
smoking, and (3) other groups seeking recoveryeafith care expenditures allegedly caused by cigasetoking, including
third-party health care payors, such as unionsheadth maintenance organizations. Damages claimedre of the smoking
and health cases range into the billions of dall@here have been several jury verdicts in tobgroduct litigation during the
past several years. Additional plaintiffs contirtoefile lawsuits. The effects of the lawsuits our @ustomers could reduce
their demand for tobacco from us.

Recent legislation and regulatory and other governental initiatives could impose burdensome restricins on the
tobacco industry and reduce consumption of consuméobacco products and demand for our services.

The Family Smoking Prevention and Tobacco Contretl Avhich was enacted in June 2009, extends theatyt of the Food
and Drug Administration (FDA) to regulate tobacamducts. This act authorizes the FDA to adopt pcoditandards for
tobacco products, including the level of nicotiriely and the reduction or elimination of other aiinents of the products,
along with provisions for the testing of productmimst these standards. The act imposes furthiictems on advertising of
tobacco products, authorizes the FDA to limit tledes of tobacco products to face-to-face transastipermitting the
verification of the age of the purchaser, authariaestudy to determine whether the minimum agehferpurchase of tobacco
products should be increased and requires submissigeports from manufacturers of tobacco prodtzihe FDA regarding
product ingredients and other matters, includingpres on health, toxicological, behavioral, or ghiggic effects of tobacco
products and their constituents. The act also mi@sdwarning labels and requires packaging to ateithe percentage of
domestically grown tobacco and foreign grown toloaocluded in the product.

In addition, the act directs the FDA tomulgate regulations requiring that the methodsdus, and the facilities and
controls used for, the manufacture, preproductiesigh validation, packing, and storage of a tobgmaaluct conform to
current good manufacturing practice. The act dudsapply to tobacco leaf that is not in the posisesof a manufacturer of
tobacco products, or to the producers of tobacaf) lacluding tobacco suppliers, tobacco warehguaed tobacco supplier
cooperatives unless those entities are controlfed tobacco product manufacturer. The full impddthés legislation and the
required regulatory actions is uncertain. Howeifehe effect of such legislation is a significaetluction in consumption of
tobacco products, it could materially adverselyeetffour business, volume, results of operationsh deows and financial
condition.
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Risks Relating to the Tobacco Industry(continued)

Recent legislation and regulatory and other governental initiatives could impose burdensome restricins on the
tobacco industry and reduce consumption of consuméobacco products and demand for our servicegcontinued)

Reports with respect to the harmful pbgkeffects of cigarette smoking have been pulditifor many years, and the
sale, promotion and use of cigarettes continueetgubject to increasing governmental regulationc&il964, the Surgeon
General of the United States and the Secretary edflthl and Human Services have released a numbmapofts linking
cigarette smoking with a broad range of health fdsgancluding various types of cancer, coronargrhdisease and chronic
lung disease, and recommending various governmergasures to reduce the incidence of smoking. irent reports focus
upon the addictive nature of cigarettes, the effeftsmoking cessation, the decrease in smokinfpenUnited States, the
economic and regulatory aspects of smoking in tlestéfn Hemisphere, and cigarette smoking by adetéscparticularly the
addictive nature of cigarette smoking in adoleseeNumerous state and municipal governments haentand others may
take actions to diminish the social acceptanceraflkéng of tobacco products, including banning smgkin certain public and
private locations.

A number of foreign nations also havestakteps to restrict or prohibit cigarette advergisand promotion, to increase
taxes on cigarettes and to discourage cigarett&kiagoln some cases, such restrictions are moreoasethan those in the
United States. For example, advertising and prammotif cigarettes has been banned or severely aestrfor a number of
years in Australia, Canada, Finland, France, It8lpgapore and other countries. Further, in Felpra@ns, the World Health
Organization (“WHQ") treaty, the Framework Conventifor Tobacco Control (“FCTC"), entered into forckhis treaty, to
which 164 nations were parties at March 31, 208§uires signatory nations to enact legislation thatild require, among
other things, specific actions to prevent youth lkkimg; restrict or prohibit tobacco product marketiinform the public about
the health consequences of smoking and the bewéfisitting; regulate the content of tobacco prduimpose new package
warning requirements including the use of pictooiagraphic images; eliminate cigarette smugglind eounterfeit cigarettes;
restrict smoking in public places; increase andriwanize cigarette excise taxes; abolish duty-fréadoo sales; and permit and
encourage litigation against tobacco product maniufars.

Due to the present regulatory and le@lidaenvironment, a substantial risk exists thadtpgowth trends in tobacco
product sales may not continue and that existitegsaay decline.

Government actions can have a significant effect athe sourcing of tobacco. If some of the current &jrts are successful,

we could have difficulty obtaining sufficient tobaco to meet our customers’ requirements, which coultiave an adverse

effect on our performance and results of operations

The WHO, through the FCTC, has created a formalystyroup to identify and assess crop diversificatioitiatives and

alternatives to leaf tobacco growing in countridsose economies depend upon tobacco productionstlidg group began its
work in February 2007. If certain countries werepttner with the FCTC study group and seek toielie or significantly

reduce leaf tobacco production, we could encoudifficulty in sourcing leaf tobacco to fill customeequirements, which
could have an adverse effect on our results ofaijpers.

We have been, and continue to be, subject to govenental investigations into, and litigation concernig, leaf tobacco
industry buying and other payment practices.

The leaf tobacco industry, from time to time, hagbthe subject of government investigations réggritade practices. For
example, we were the subject of an investigatiorthey Antitrust Division of the United States Depagnt of Justice into
certain buying practices alleged to have occurredhe industry, we were named defendants in artrasitticlass action
litigation alleging a conspiracy to rig bids in thebacco auction markets, and we were the subjeenocadministrative
investigation into certain tobacco buying and agllpractices alleged to have occurred within tiaé tiebacco industry in some
countries within the European Union, including $pétaly, Greece and potentially other countries.

Our subsidiaries in Spain, Italy and @ebave been subject to these investigations. 0d,2the EC fined us and our
Spanish subsidiaries €4.4 million ($5.6 million)ledp relating to the investigations in Spain. Inspect of the Italian
investigation, in October 2005, the EC announcatiwe and our Italian subsidiaries have been asdesfine in the aggregate
amount of €24.0 million ($28.8 million). Severabtcco processors, suppliers and agricultural &gsmts that were the
subject of the investigation in Italy were assedsseks in various amounts totaling €56.0 millior6{$0 million), inclusive of
the fines imposed on us and our subsidiaries. /dagawith the applicable subsidiaries, have apgktie decisions of the EC
with respect to Spain and lItaly to the Court osFInstance of the EC for the annulment or modificaof the decision; but the
outcome of the appeals process as to both timidgesults is uncertain.

In March 2005, the EC informed us thabaid closed its investigation in relation to thee€e¢ leaf tobacco industry
buying and selling practices. In relation to thesestigations into certain tobacco buying andiisglpractices, the DGCOMP
could decide to pursue investigations into othemtides and additional fines may be assessed sethountries.

We have been made aware of a review éyMbalawi Government of the operation of its tobaacation markets. The
Government's preliminary report suggests that theay have been violations by the leaf dealer ingust certain Malawi
competition laws. The Government’s review hashbexdn finalized and it is not possible to predistatitcome or its possible
impact on us. We will continue to cooperate with thlevant authorities.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
ITEM 2. PROPERTIES

Following is a description of Alliance One’s magdmproperties as of March 31, 2011.

Corporate
Our corporate headquarters are located in MorlésyWorth Carolina.

Facilities

We own a total of 11 production facilities in 8 otties. We operate each of our tobacco procegdangs for seven to nine
months during the year to correspond with the apple harvesting season. While we believe ouryrtioh facilities have
been efficiently utilized, we continually comparar@roduction capacity and organization with thengitions occurring in
global sourcing of tobacco. We also believe oundstic production facilities and certain foreigoguction facilities have the
capacity to process additional volumes of toba€ceduired by customer demand.

The following is a listing of the varionsaterial properties used in operations all of Wtdce owned by Alliance One:

LOCATION USE

SOUTH AMERICA SEGMENT
SOUTH AMERICA

VENANCIO AIRES, BRAZIL FACTORY/STORAGE
ARARANGUA, BRAZIL FACTORY/STORAGE
VERA CRUZ, BRAZIL STORAGE

EL CARRIL, ARGENTINA FACTORY/STORAGE

OTHER REGIONS SEGMENT
UNITED STATES

WILSON, N.C. FACTORY/STORAGE
FARMVILLE, N.C. FACTORY/STORAGE
DANVILLE, VA STORAGE

AFERICA

LILONGWE, MALAWI FACTORY/STORAGE
MOROGORO, TANZANIA FACTORY/STORAGE
EUROPE

IZMIR, TURKEY FACTORY/STORAGE
KARLSRUHE, GERMANY FACTORY/STORAGE
ASIA

NGORO, INDONESIA FACTORY/STORAGE

ITEM 3. LEGAL PROCEEDINGS

In October 2001, the Directorate General for Coitipat (‘DGCOMP”) of the European Commission (“ECBegan an
administrative investigation into certain tobacagyibg and selling practices alleged to have occuwéhin the leaf tobacco
industry in some countries within the European Wniacluding Spain and Italy. In respect of theestigation into practices
in Spain, in 2004, the EC fined the Company andSitanish subsidiaries €4.4 million (US$5.6 millionln respect of the
investigation into practices in Italy, in Octob&05, the EC announced that the Company and itaritalbsidiaries have been
assessed a fine in the aggregate amount of €24li6rm{US$28.8 million). With respect to both tt8panish and Italian
investigations, the fines imposed on the Companyitnpredecessors and subsidiaries were parhe$ fassessed on several
participants in the applicable industry. The Compaalong with its applicable subsidiaries, hasemgd the decisions of the
EC with respect to Spain and Italy to the Courfin$t Instance of the European Commission for tiveument or modification
of the decision, but the outcome of the appealsgs® as to both timing and results is uncertaihne Tompany has fully
recognized the impact of each of the fines sehfaktove and has paid all of such fines as paheofppeal process.
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ITEM 3. LEGAL PROCEEDINGS (continued)

Mindo, S.r.l., the purchaser in 2004 e Company’s Italian subsidiary Dimon Italia, S,ihlas asserted claims against
subsidiaries of the Company arising out of thag $ednsaction in an action filed before the CofifRome on April 12, 2007.
The claim, allegedly arising from a guaranty letssued by a consolidated subsidiary of the Compiarpnnection with the
sale transaction, seeks the recovery of €7.4 mi(ldS$10.4 million) plus interest and costs. Arirgafor the disposition of
this matter is scheduled for December 2011.

On December 13, 2007, the Public Prosesubffices in the States of Santa Catarina armdriafiled claims against the
Company’s Brazilian subsidiary, Alliance One Brazxportadora de Tobaccos Ltda. (“AOB”) and a numiifeother tobacco
processors, on behalf of all tobacco supplierhas¢ states. The lawsuits primarily assertedahamployment relationship
existed between tobacco processors and tobacctiessppOn March 11, 2011, AOB agreed to a settl@méthese claims and
these actions have been dismissed. Under the tfrthe settlement, AOB agreed to record-keepind) @her requirements
not expected to materially increase the cost ofatjms in these states.

On June 6, 2008, AOB and a humber ofratbteacco processors were notified of a class adtitiated by the ALPAG -
Associacdo Lourenciana de Pequenos Agricultrordss@ciation of Small Farmers of S&o Lourengo”). Thess action’s
focus is a review of tobacco supplier contracts lamsiness practices, specifically aiming to prahiipocessors from notifying
the national credit agency of producers in dehldhititing processors from deducting tobacco supglidebt from payments
for tobacco, and seeking the modification of otbentractual terms historically used in the purchafstobacco. The case is
currently before the™ civil court of S0 Lourenco do Sul. The Companyistion to dismiss the class action is currently
pending. The Company believes this claim to benauit merit and is vigorously defending it. Ultimag&posure if an
unfavorable outcome is received is not determinable

ITEM 4. [REMOVED AND RESERVED]

PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, R _ELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

Alliance One’s common stock is traded on the NewkYstock Exchange, under the ticker symbol "AOL."
The following table sets forth for theripels indicated the high and low reported salesgsriof our common stock as
reported by the NYSE and the amount of dividenddaded per share for the periods indicated.

Alliance One Common Stock

Dividends
High Low Declared
Year Ended March 31, 2011
Fourth Quarter $4.37 $3.49 $-
Third Quarter 4.83 3.74 -
Second Quarter 4,15 3.21 -
First Quarter 5.41 3.64 -
Year Ended March 31, 2010
Fourth Quarter $5.96 $ 4.50 $ -
Third Quarter 5.23 4.25 -
Second Quarter 4.73 3.61 -
First Quarter 5.71 3.19 -

As of March 31, 2011, there were appr@taty 8,849 shareholders, including approximate®Bs beneficial holders of
our common stock.

The payment of dividends by Alliance Gresubject to the discretion of our board of dioestand will depend on
business conditions, compliance with debt agreesnemthievement of anticipated cost savings, firencondition and
earnings, regulatory considerations and other fact@ur senior credit agreement and the indentgoe®rning our senior
notes restrict our ability to pay dividends. S&tahagement’s Discussion and Analysis of Financahdition and Results of
Operations — Liquidity and Capital Resources — @évids.”
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES(continued)

Alliance One International, Inc. Comparison of Cumuative Total Return to Shareholders

The following line graph and table presents the dative total shareholder return of a $100 investniecluding reinvestment
of dividends and price appreciation over the lagt fjears in each of the following: Alliance Onddmational, Inc. (AQI)
common stock, the S&P 500 Index, the S&P 600 S@ap Index and an index of peer companies. Thecwigany in the
peer group is Universal Corporation (UVV).

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Alliance One International, the S&P 500 Index,
the S&P Smallcap 600 Index and a Peer Group

$250 ~

$200

$150

$100
$50
$0
3/06 3/07 3/08 3/09 3/10 3/11
—~H— Alliance One International — A — S&P 500
- - O - - S&P Smallcap 600 —X— Peer Group

*$100 invested on 3/31/06 in stock or index, including reinvestment of dividends.
Fiscal year ended March 31.

Cumulative Total Return

Fiscal Year Ended
03/31/0¢ 3/31/07 3/31/0¢ 3/31/0¢ 3/31/1¢( 3/31/1]

Alliance One International, Inc. $ 100.00 $ 189.92 $124.28 $79.01 $104.73 8%72
Custom Peer Group $ 100.00 $174.36 $192.08 $91.52 $169.12 146502
S&P 500 Index $ 100.00 $111.83 $106.15 $65.72 $ 98.43 11383
S&P Small Cap 600 Index $ 100.00 $ 105.29 $ 94.13 $58.30 $ 95.61%$119.77
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ITEM 6. SELECTED FINANCIAL DATA

FIVE YEAR FINANCIAL STATISTICS
Alliance One International, Inc. and Subsidiaries

Years Ended March 31,

(in thousands, except per share amount, ratio and

number of stockholders) 2011 2010 2009 2008 2007
Summary of Operations
Sales and other operating revenues $2,094,0622,308,299 $2,258,219 $2,011,503 $1,979,078
Restructuring charges 23,467 - 591 19,580 29,773
Operating income 132,874 223,814 204,462 93,5 113,700
Debt retirement expense 4,584 40,353 954 5,909 3,860
Income (loss) from continuing operations (72)148 79,946 132,830 9,374 (1,962)
Income (loss) from discontinued operatiol - - 407 7,855 (18,730)
Net income (loss) (72,148) 79,946 133,237 17,229 (20,944)
Net income (loss) attributable to
Alliance One International, Inc. (71,551) 79,167 132,558 16,861 (21,597)

Per Share Statistics
Basic Earnings (Loss) Per Share:
Income (loss) from continuing operations $ (81) $ .89 $ 150 $ 10 $ (.03)

Income (loss) from discontinued operations - .09 (.22)
Net income (loss) attributable to

Alliance One International, Inc. (.81) .89 1.50 .19 (-25)
Diluted Earnings (Loss) Per Share:
Income (loss) from continuing operations $ (81l % 78 % 149 $ 10 % (.03)
Income (loss) from discontinued operatiol - - - .09 (.22)
Net income (loss) attributable to

Alliance One International, In¢ (.81) 78 1.49 19 (.25)
Cash dividends paid - - - - -
Book value 3.59 4.38 3.67 2.38 2.55

Balance Sheet Data

Working capital $ 846,860 $ 795,229 08,179 $ 440,213 $ 531,983
Total assets 1,808,330 1,911,199 1,758,519 1,712,865 1,653,872
Long-term debt 884,371 788,880 652,584 563,9 726,625
Stockholders’ equity attributable to

Alliance One International, Inc. 312,813 390,400 326,661 211,467 225,546

Other Data

Ratio of earnings to fixed charges 1.30 1.63 .072 1.02 1.12
Common shares outstanding at year @nd 87,085 89,113 88,974 88,897 88,614
Number of stockholders at year éfd 8,849 7,716 6,754 7,670 7,612

(1) For the years ended March 31, 2011 and 28i08utstanding restricted shares and shares ahidido stock options and
restricted stock units are excluded bec#lusie inclusion would have an antidilutive effext the loss per share. For the
year ended March 31, 2011, assumed comvers convertible notes at the beginning of theigtehas an antidultive
effect on the loss per share.

(2) Includes the number of stockholders of reard non-objecting beneficial owners.

(3) Excluding 7,853 shares owned by a wholly ocdveebsidiary.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The following discussions should be read in corioncwith the other sections of this report, indhgl the consolidated
financial statements and related notes containelteim 8 of this Form 10-K:

Executive Overview
The following executive overview is intended to yide significant highlights of the discussion amélysis that follows.

Financial Results

Fiscal year 2011 was a year of change, both fomtthestry and the Company. During the fiscal y#ag,industry went from a
balanced demand supply equilibrium to one of oygssu In addition, the previously announced panertical integration
moves by JTI fully affected the Company during ylear. As a result of the industry environment,kgakcinventories moved
slower and were higher then last year by $107.8amjlas well as increasing uncommitted inventori€sle to this situation,
we recorded $15.4 million in inventory write dowmesreflect current market pricing.

Selling, administrative and general exgasnincluded increased costs for the independeniton@and related matters of
$4.8 million and reserves on customer receivabfe®3dl million. Further, the Company incurred a +gash charge of $2.1
million associated with issuing options. We alsourred restructuring expenses of $23.5 milliotexing the costs associated
with repositioning the Company to meet future madanditions and debt retirement expenses of $4ll®m

In Brazil, PMI acquired tobacco suppbentracts and related assets from us to strengki@nsupply source beginning
with the 2011 crop, which resulted in a one timengd approximately $37.8 million. Concurrentlye signed a multi-year
contract to process Brazilian tobacco for PMI. Aiddially, we also signed a multi-year contract togess JTI tobacco in our
new Santa Catarina facility.

As a result, operating income decreae8%. Interest and other finance costs decreagaificantly as a result of
lower rates in the current year and the non-recggef debt refinancing costs in the prior yeahe Effective tax rate was
327.1% for 2011 due to a non-cash increase of $1®8lion in the valuation allowance based on mamgnt's evaluation of
the realization of U.S. deferred tax benefits. €amuently, results for the current year were dasst

Liquidity

Our liquidity requirements are affected by cropsesality, foreign currency and interest rates, gr@dacco prices, crop size
and quality, as well as other factors. We monited adjust funding sources based on a number ofstngubusiness, and
financial market dynamics. Movement and changewdwt these various funding sources enhances esteryility and
ability to drive various business opportunitiess @result, during 2011, we purchased $58.6 miliibsenior notes as well as
2.4 million shares of common stock. In additidre third amendment to our senior secured crediitfawas closed on June
6, 2011 which extended the term of the agreemawteased our capital expenditure basket as wethadified certain
financial covenants and other related items. WEeoshtinue to modify available liquidity as reged to maintain appropriate
business flexibility and cost controls.

Outlook

While the operating environment will remain dynamiith uncertainties in demand driven by increasesxcise taxes,
changes in customer buying patterns, uncertaimitfs respect to economic conditions in many majonstimer markets and
political uncertainty in the Middle East, we hawakén steps to position the Company for this envitent. These steps
include: significant efficiency improvements andstaeductions already identified and many of theealized, new
investments in Brazil and Macedonia coming on fimethe 2011 crop year (FY2012), significant inveshts in the United
States and Tanzania to increase efficiencies apdcitées and in Zimbabwe to reopen an idled plalgyated focus on our
value added products and processing group to drieeth and increased processing revenue, as welb@tinued review of
assets to improve efficiencies and utilization.

We expect green price decreases and leales prices for the next fiscal year in most wf operating areas. Further,
due to changes in buying patterns and customeramixcrop delays in South America and Africa, weeexa slower start to
the year than normal. However, we believe thpssige have taken will more than offset the chaksnip the operating
environment that we are facing over the next figegr. In addition, we are taking further stepstteamline the operations in
fiscal year 2012, to position ourselves to meatriittigarette demand growth in Asia and to rekimpitenvth in other markets
for the future.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS (continued)

Results of Operations

Consolidated Statement of Operations

Twelve Months Ended March 31,

Change Change
(in millions) 2011 $ % 2010 $ % 2009
Sales and other operating revenues $2,094.1 $(214.2) (9.3) $2,308.3 $ 50.1 2.2 $2,258.2
Gross profit 276.8 (119.7) (30.2) 396.5 35.7 9.9 360.8
Selling, administrative and general expense: 157.9 25 1.6 155.4 (0.6) (0.4) 156.0
Other income (expense) 37.4 54.7 (17.3) (17.5) 0.2
Restructuring charges 235 235 - (0.6) 0.6
Operating income 132.9 (90.9) 223.8 19.3 204.5
Debt retirement expense 4.6 (35.8) 40.4 39.4 1.0
Interest expense 102.7 (11.1) 113.8 15.8 98.0
Interest income 7.3 2.7 4.6 0.8 3.8
Income tax expense (benefit) 107.5 111.3 (3.8) 18.2 (22.0)
Equity in net income of investee companies 25 0.5 2.0 0.5 1.5
Income from discontinued operations - - - (0.4) 0.4
Income (loss) attributable to noncontrolling
interests (0.6) (1.4) 0.8 0.1 0.7
Net income (loss) attributable to the Companyg (71.6) $ (150.8) $ 792 $(53.4)* $ 132.6*

* Amounts do not equal column totals due to ding.

Sales and Other Operating Revenue Supplemental Infmation
Twelve Months Ended March 31,

Change Change

(in millions, except per kilo amounts) 2011 $ % 2010 $ % 2009
Tobacco sales and other operating reven

Sales and other operating revenues $2,033.8 (204.7) (9.1) $2,238.1 $ 654 3.0 $2172.7

Kilos 439.1 (50.4) (10.3) 4895  (8.5) (L.7) 498.0

Average price per kilo $ 463 $ 0.05 11 $ 458 $022 50 $ 4.36
Processing and other revenues $ 607 $ (9.5 (135 $ 70.2 $(15.3) (179) $ 855
Total sales and other operating revenues $2,094.%(214.2) (9.3) $2,308.3 $ 50.1 2.2 $2,258.2

Comparison of the Year Ended March 31, 2011 to th¥ear Ended March 31, 2010

Summary

Compared to the prior year, sales and other operativenues decreased 9.3% and gross profit dedr@&8s2% due to JTI's
vertical integration initiative and lower demand &ystomers as a result of reduced cigarette cortsumim some markets.
Gross profit as a percentage of sales decreased 2% in 2010 to 13.2% in 2011. Impacting grps¥it was increased
lower of cost or market inventory adjustments aratrgim pressures due to the industry entering into\ersupply situation.
Gross profit was also impacted by higher local €aatd product mix. Selling, administrative and egah expenses were
relatively constant compared to the prior yearaltfh this year includes independent monitor co$t$34 million and
reserves on customer receivables of $3.1 milligdther operating income (expense) was $37.4 millior2011 primarily
related to gains of $37.8 million from the salecohtracts with tobacco suppliers and other asseBrazil to Philip Morris
International, Inc. In 2010, other operating incofegpense) was $(17.3) million primarily relatedrézording an estimated
loss of $19.5 million, including disgorgement arghalties, in connection with negotiations with 8C and Department of
Justice and their investigation of alleged FCPAlations. In response to shifting supply and dembathnces and the
changing business models of customers, sever&tgitanitiatives were implemented this year. dldion to the appointment
of new leadership to better position us for theufeit we began realigning origin and corporate djera to increase
operational efficiency and effectiveness. Thesgatives resulted in restructuring charges of $28illion. This review is
ongoing as we continue to define and execute tibessary changes to support core business functidasa result of lower
sales and margins, operating income decreased 44.%0.9 million compared to the prior year.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS (continued)

Results of Operationgcontinued)

Comparison of the Year Ended March 31, 2011 to th¥ear Ended March 31, 201Qcontinued)

Summary(continued)

In 2011, we purchased $23.6 million of 8l6% senior notes and $35.0 million of our 10%i@enotes. Associated
costs and the related accelerated amortizatiorefgfriced financing costs and original issue discoasulted in our recording
$4.6 million of debt retirement expense this yelrthe prior year, we refinanced our credit fagikind long-term debt which
resulted in recognition of $40.4 million in sigmifint costs to retire our existing debt and acctddreecognition of the related
deferred financing costs and original issue distaurOur interest costs decreased $11.1 millioa assult of lower interest
rates primarily on our seasonal lines of creditlthéugh our net financing costs decreased 33.2%n fitwe prior year, our
pretax income decreased 55.7% from $74.2 millioaGh0 to $32.8 million in 2011.

Our effective tax rate changed from adfiérof 5.1% in 2010 to an expense of 327.1% in20Dur effective rates in
both years vary significantly from the statutorx tate due to foreign income tax rates that areefothan the U.S. rate,
permanent differences related to local goodwill giration, exchange gains and losses and curreaoglation adjustments,
and changes to valuation allowance on deferredgagts. The significant increase in the tax ra290i1 is primarily due to an
increase in the valuation allowance on U.S. detetex assets of $108.5 million. Management's eatidm of available
positive and negative evidence resulted in a juddrtieat realization of tax benefits for U.S. deéehitax assets was less than
likely and therefore a valuation allowance was rded. The effective tax rate varied from thewtat rate in 2010 due to
reductions in liabilities for unrecognized tax bftseand other factors.

South America Region
Tobacco revenues decreased $116.3 million or 14idftarily due to a 46.6 million kilo decrease inagtities sold mainly
attributable to the impact of JTI's vertical intagon in Brazil in the prior fiscal year. Partialbffsetting the impact of
decreased volumes is an increase of $0.77 peirkidwerage sales prices and a $2.8 million incréaggocessing and other
revenues. The increased average sales pricenigfilyi due to product mix and improved customecipg to offset higher
costs in local currency and exchange rate appreciat

Gross profit decreased $50.4 million duehe impact of JTI's initiative, increased lowadr cost or market inventory
adjustments of $8.5 million, increased prices pgaiduppliers and the exchange rate impact on psechad processing costs
which are denominated in local currency. Grosdifpas a percentage of sales decreased 4.4% aslaoéthese factors.

Other Regions
Tobacco revenues decreased $88.4 million or 6.3fapity as a result of a $0.24 per kilo decreasavierage sales prices and
a 3.8 million kilo decrease in quantities sold. cixased average sales prices were primarily dygrdduct mix and the
increased sales of lower priced byproducts. Volunoeeases in Asia were offset by the negative ohpd JTI's vertical
integration initiative, less opportunistic salesl ahipping delays, including congestion and otbgistical issues at the port of
Beira. Processing and other revenues decreasé&%18r $12.3 million primarily as a result of desed customer
requirements in Africa and North America includithgse of JTI.

Gross profits decreased $69.3 millior2011 compared to 2010 primarily due to JTI's vetimtegration initiative,
increased lower of cost or market inventory adjestta of $5.9 million, product mix and shipping desla Gross profit as a
percentage of sales decreased 3.8% as a reshéisa tactors.

Comparison of the Year Ended March 31, 2010 to th¥ear Ended March 31, 2009

Summary

Sales and other operating revenues increased 2dt%%2,258.2 million in 2009 to $2,308.3 million 2010 and gross profit
increased 9.9% from $360.8 million in 2009 to $39iillion in 2010. Sales increases are the resfult 5.0% or $0.22 per
kilo increase in average sales prices partiallgeifby a 1.7% or 8.5 million kilo decrease in qiter® sold and a $15.3 million
decrease in processing and other revenues. GroBsgs a percentage of sales increased from 1602009 to 17.2% in
2010. While selling, administrative and genergbenses remained fairly constant, other operaticgme (expense) was
negatively impacted by our recording an estimates lof $19.5 million, including disgorgement andhgges, in connection
with negotiations with the SEC and Department aftide and their investigation of alleged violatiarfsthe Foreign Corrupt
Practices Act. See Note 16 “Contingencies” to tNetes to Consolidated Financial Statements” fatHer information.
Including the estimated loss, our operating incatileincreased $19.4 million compared to the pgiear.

During 2010, we refinanced our creditiifgcand long-term debt. As a result, we recordgtD.4 million in debt
retirement costs in 2010. In addition, our interessts increased $15.8 million as a result of &igthebt levels after the
refinancing. Consequently, our pretax income desed from $109.3 million in 2009 to $74.2 million2010. Our effective
tax rate changed from a benefit of 20.1% in 200% tbenefit of 5.1% in 2010. Our effective ratesbinth years vary
significantly from the statutory tax rate due toeign income tax rates that are lower than the thte, permanent differences
related to local goodwill amortization and exchaggas and losses and currency translation adjugsne
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS (continued)

Results of Operationgcontinued)

Comparison of the Year Ended March 31, 2010 to th¥ear Ended March 31, 2009continued)

Summary(continued)

In addition, in 2010, the effective tate varied from the statutory rate due to redustionliabilities for unrecognized
tax benefits and other factors. In 2009, the éffectax rate was lower than the statutory rate ttu¢he decrease in the
valuation allowance.

South America Region
Tobacco revenues decreased $36.3 million or 4.2fapity due to a decrease of 12.1 million kilosgmantities sold partially
offset by an increase of $0.11 per kilo in averagkes prices. The decrease in volume is mainfjbatable to carryover
volumes sold in 2009 that did not recur in 2010 anmller crop sizes. The increase in average gaies is primarily due to
sales of higher priced lamina in the current yesmgared to the prior year and improved customeini

Although revenues decreased, gross prafitased $6.5 million primarily due to favorakbgiances related to supplier
advances. While product mix and improved custopniging increased average sales prices, the iner@as not sufficient to
offset the impact of decreased volumes, increasedgof tobacco paid to suppliers and the exchaageimpact on purchase
and processing costs which are denominated in logalency. In addition, increased gains from deiixe financial
instruments were offset by increased exchange dasse year compared to the prior year due to tatiity of the Brazilian
real.

Other Regions

Tobacco revenues increased $101.7 million or 7.8®0apily as a result of a $0.28 per kilo increasaverage sales prices and
an increase of 3.6 million kilos in quantities solrocessing and other revenues decreased 17.8% @& million primarily as

a result of decreased processing volumes in Afiicd Europe. Gross profits increased $29.2 mililo2010 compared to
2009.

Increased revenues and gross profits wamarily from the Africa, North America and Asiagions. In the Africa
region, Malawi had a record crop this year whictswlae primary driver in increasing revenues andsgnarofits this year
compared to the prior year. In addition, Tanzgumiaes increased compared to the prior year asudtref higher costs while
their margins improved primarily due to the impa€tfavorable exchange rates. Kenya and Zambia tipgraesults also
improved which contributed to increased revenuesgross profits in the Africa region.

In the North America region, revenues gnass profit increases were primarily due to lvetields in the United States
which lowered costs and the increased demand focuurag operations as consumers turn to lowexredrlJ.S. products in
response to tax increases on tobacco products 8y féderal and state governments. Our Canadiarates increased
revenues and gross profits as a result of a fundehehange in the Canadian marketing system wibégfan with this year’s
crop.

The primary driver in increased revenaad gross profits in the Asia region was increasads from China of by-
products at higher average sales prices as wdligheer prices for lamina due to cost increases oduct mix. Partially
offsetting these gains were less opportunisticssflem Vietnam and the Philippines. Increased maes and gross profits
from Indonesia were offset by decreased volumes aolndia and Thailand tobacco.

Liquidity and Capital Resources

Overview

Historically we have needed capital in excess athciow from operations to finance accounts redaivainventory and
advances to suppliers for tobacco crops in cerfaiaign countries. Purchasing, processing andngebctivities of our
business are seasonal and our need for capitalidites with corresponding peaks where outstandidghtedness may be
significantly greater or less as a result. Ourglberm borrowings consist of unsecured senior aodvertible senior
subordinated notes as well as a senior securedvieg@redit facility. We also have short-term Ignef credit available with a
number of banks throughout the world to providedegkeseasonal working capital to correspond witliorey peaks of our
business. Over the last twelve months, as a re$ulapan Tobacco Inc.’s vertical integration, thereasing oversupply in
certain markets around the world and the changastomer buying patterns, we increased debt, neasi, by $224.5 million
from $848.6 million as of March 31, 2010 to $1,d7#&illion as of March 31, 2011. As a result of thdy 2009 refinancing
the makeup of our debt is longer term in naturd &isignificant portion of the maturities extendg to 2016. From time to
time in the future, we may elect to redeem, repetyre or cancel indebtedness prior to stated ritgtunder our senior secured
credit agreement or indentures, as permitted therei
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Liquidity and Capital Resources(continued)

Overview (continued)

At March 31, 2011, we had $43.5 millian ¢ash on our balance sheet, $148.0 million in btefiness under our
revolving credit facility with an additional $142.fillion in borrowings available under that fagilit$231.4 million
outstanding under foreign lines with an additio§ab3.2 million available under those lines and $#idion outstanding of
other debt for a total of $738.9 million of deb&dability and cash on hand around the world, editig $4.9 million in issued
but unfunded letters of credit with $9.1 millionadtable. Another source of liquidity as of March, 2011 was $43.3 million
funded under our $100 million accounts receivahle program. Additionally, customers advances &6 million in 2011
compared to $102.3 million in 2010. To the extat these customers do not provide this advandirig, we must provide
financing for their inventories. Should customprs-finance less in the future for committed ineeias, this action could
negatively affect our short-term liquidity. We tesle that the sources of capital we possess, oe la@eess to, will be
sufficient to fund our anticipated needs for fisgahr 2012. No cash dividends were paid to stddens during the twelve
months ended March 31, 2011. On July 28, 2010board of directors authorized the purchase updtaGmillion of our
common stock over the next two years and we puech2s million shares of our common stock at a Weid average price
paid per share of $3.78 through March 31, 201¥edfiffe March 31, 2011, we did not satisfy the fixzharge coverage ratio
of 2.0 to 1.0 required under the indenture goveymuar senior notes to permit us to access theictestrpayments basket for
the purchase of common stock and other actionsruhdebasket. From time to time we may not satisé/required ratio. See
Note 7 “Short-term Borrowing Arrangements” and NAfé “Sale of Receivables” to the “Notes to Consatiédl Financial
Statements” for further information.

Seasonal liquidity beyond cash flow froperations is provided by our revolving credit figi seasonal working capital
lines throughout the world, advances from custoraessale of accounts receivable. For the yeateceMarch 31, 2011 and
2010, our average short-term borrowings, aggregpéadk short-term borrowings outstanding and weiljateerage interest
rate on short-term borrowings were as follows:

(dollars in millions) 2011 2010
Average short-term borrowings $ 3734 $ 339.7
Aggregated peak short-term borrowings outstanding 619.3 $570.5
Weighted-average interest rate on short-term bamgsv 3.47% 7.47%

Aggregated peak borrowings for 2011 a@ti®®were during the second quarter as we reacheasonally adjusted high
for our South American crop lines as we are shigjmventory and collecting receivables. Peak baimgs for 2011 and 2010
were repaid with cash provided by operating ad#sit

As of March 31, 2011, we are in our watkicapital build. In South America we are in thegass of purchasing and
processing the most recent crop, while the peakdod sales season for South America is at its begjrstages. Africa is also
in the middle of its buying, processing and sellg@gson and is utilizing working capital fundingvasl. North America and
Europe are still selling and planning for the nendp that is now being grown.

Working Capital

Our working capital increased from $795.2 millianMarch 31, 2010 to $846.9 million at March 31, 2010ur current ratio
was 2.8 to 1 at March 31, 2011 compared to 2.4abMarch 31, 2010. The increase in working c&jstarimarily related to
decreases in advances from customers due to Issmer funding of the current crop and increasdsaihe receivables due to
the timing of sales. Partially offsetting thesergases in working capital are decreases in inviest@nd cash and cash
equivalents. Decreases in accounts payable wamarily offset by decreases in prepaid expensetaxndsset balances.
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Liquidity and Capital Resources(continued)

Working Capital (continued)
The following table is a summary of itefmsm the Consolidated Balance Sheet and Conselid&tatements of Cash
Flows.

As of March 31,

Change Change
(in millions except for current ratio) 2011 $ % 2010 $ % 2009
Cash and cash equivalents $ 435 $ (86.2) (66.5) $ 129.7 $ 420 479 $ 87.7
Net trade receivables 279.9 725 35.0 207.4 31.7 180 175.7
Inventories and advances to tobacco suppli 874.9 (20.0)0 (2.2 894.9 825 102 8124
Total current assets 1,317.3 (65.6) (4.7) 1,382.9 163.3 134 1,219.6
Notes payable to banks 231.4 424 224 189.0 (72.5) (27.7) 2615
Accounts payable 86.1 (60.3) (41.2) 146.4 26.2 21.8 120.2
Advances from customers 17.6 (84.7) (82.8) 102.3 579 1304 44.4
Total current liabilities 470.4 (117.3) (20.0) 587.7 (23.7) (390 6114
Current ratio 28to1l 24t01 20to1
Working capital 846.9 51.7 6.5 795.2 187.0 30.7 608.2
Total long term debt 884.4 955 121 788.9 136.3 20.9 652.6
Stockholders’ equity attributable to
Alliance One International, Inc. 312.8 (77.6) (19.9) 390.4 63.7 195 326.7
Net cash provided (used) by:
Operating activities (183.0) (294.3) 111.3 77.7 33.6
Investing activities (15.9) (6.6) (9.3) 22.9 (32.2)
Financing activities 113.0 1723 (59.3) (43.8) (15.5)

Operating Cash Flows

Net cash provided by operating activities decre#2®.3 million in 2011 compared to 2010 which eased $77.7 million
compared to 2009. The decrease in 2011 compar2@lid is primarily due to the negative impact ofdVertical integration
initiatives on earnings, less customer fundingtfier current crop and the related increase in cast for receivables. Partially
offsetting these decreases are reduced levelssentaries and advances to tobacco suppliers comhparthe prior year. The
increase in 2010 compared to 2009 is primarily ttubigher levels of pre-financing by customers.rtiBy offsetting these
increases are reduced earnings and the reversahetash exchange gains.

Investing Cash Flows

Net cash used by investing activities increase@ $éllion in 2011 compared to 2010 which decreds22.9 million compared
to 2009. The increase in cash used in 2011 cormdpar@010 is a result of increased capital expenekt of $53.7 million
primarily related to the construction of our nevagessing facility in Brazil. Partially offsettirthe increase in cash used are
increased proceeds from the sale of assets of $Adlibn primarily related to the assets sold to IPi Brazil this year.
Reductions in the purchase of foreign currencyvédities and less costs incurred for internally dewed software were offset
by less proceeds from notes receivable. The deer@acash used in 2010 compared to 2009 is piyranieduction in the
purchase of foreign currency derivatives compame@G09. Also decreasing cash used in 2010 wasclests incurred for
internally developed software as we began our glimalementation of SAP in 2009.

Financing Cash Flows

Net cash provided by financing activities was $01illion in 2011 compared to net cash used of $58illion in 2010 and
$15.5 million in 2009. The increase in cash predidn 2011 compared to cash used in 2010 is priynafiated to the impact
of our debt refinancing on 2010 cash flows thatmidd recur in 2011. Partially offsetting theser@ases in cash provided are
the purchase of $58.6 million of our 8.5% senictesaand 10% senior notes in 2011 as well as thehpee 2.4 million shares
of our common stock this year. The increase ithaesed in 2010 compared to 2009 is primarily insegarepayments of our
short term borrowings and increased debt issuadel®, retirement and other debt related costs pilynassociated with our
debt refinancing this year. Partially offsettifge$e decreases are not having short term demaesd imo2010 and more net
proceeds from long term borrowings also due todalnt refinancing in 2010.
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Liquidity and Capital Resources(continued)

The following table summarizes our debaficing as of March 31, 2011:

March 31, 2011

Lines
Outstanding and
March 31, March 31, Letters Interest Long Term Debt Repayment Schedule
2010 2011 Available Rate 2012 2013 2014 2015 2016 Later
Senior secured credit facility:
Revolver® $ -$ 1480$ 1420 31% @ $ -$1480 $ - $ - - 3% -
Senior notes:
10% senior notes due 2046 642.2  611.8 - 10.00% - - - - - 6118
8 Y% senior notes due 201 29.6 6.0 - 8.50% - 6.0 - - - -
Other - - - - - - - - -
671.8 617.8 - - 6.0 - - - 611.8
5 %% convertible senior
subordinated notes due 2014 115.0 115.0 - 5.50% - - - 115.0 - -
Other long-term debt 25 4.4 0.2 8.00% @ 08 0.9 1.3 1.0 0.1 0.3
Notes payable to bankd 189.0 2314 5532 3.50% @ - - - - - -
Total debt $ 978.2$% 1,116.6 695.4 $ 08%1549 $ 13 $ 1160 $ 0.1 $ 612.1
Short-term $ 189.06 2314
Long-term:
Long-term debt current $ 0% 0.8
Long-term debt 788.9 884.4
$ 789.3$% 885.2
Letters of credit $ 528% 4. 9.1
Total credit available $ 704.5

(1) As of March 31, 2011, pursuant to Section(A)L(iv) of the Credit Agreement, the full RevolgrCommitted Amount was
available based on the calculation of the lessén@Revolving Committed Amount and the Working i€&pAmount.

(2) Weighted average rate for the twelve montttedrMarch 31, 2011.
(3) Primarily foreign seasonal lines of credit.

(4) Repayment of $611.8 is net of original issiseaunt of $23.2. Total repayment will be $635.0.

Senior Secured Credit Facility

On July 2, 2009, the Company replaced its previogslit agreement by entering into a Credit Agredn{éme “Credit
Agreement”), with a syndicate of banks that prodider a senior secured credit facility (the “Cred#cility”) of a three and
one-quarter year $270.0 million revolver (the “Rieed”) which initially accrued interest at a rateldBOR plus 2.50%. The
interest rate for the Revolver may increase or efse according to a consolidated interest covenatige pricing matrix as
defined in the Credit Agreement, plus an applicg@ecentage. As of April 7, 2010, the Companyeéased the Revolver to
$290.0 million.

First Amendment On August 24, 2009, the Company closed the Rinsendment to the Credit Agreement which included
allowing the issuance of up to an additional $10@illion of Senior Notes due 2016 within 90 daystleé First Amendment
Effective Date, amending the definition of Consatiedl Total Senior Debt to exclude the Existing 8emotes 2005,
amending the definition of applicable percentageltoify the effective date of the change in thelegable percentage and
modifications to several schedules within the Grédireement.
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Senior Secured Credit Facility(continued)

Second AmendmenOn June 9, 2010, the Company closed the Secomehdment to the Credit Agreement, which included
adding back the Foreign Corrupt Practices Act estnmof $19.45 million to Consolidated Net Income tioe period ended
March 31, 2010 and increasing the Maximum Constdidldeverage Ratio to 5.25 to 1.00 for the periodirg September 30,
2010 and to 5.00 to 1.00 for the period ending Ma&, 2011. The Second Amendment also allowedbaidiary of the
Company to incur indebtedness of up to $25.0 milladter ceasing to be a wholly owned subsidiarguarantee by the
Company of that indebtedness, the issuance of BD% equity interests in the subsidiary to officermployees, directors,
advisory boards and/or its third parties investord allow certain restricted payments by the sidosid

Third Amendment.On June 6, 2011, the Company closed the Third Ammemd to the Credit Agreement. See Note 21
“Subsequent Event” to the “Notes to ConsolidatathRcial Statements” for further information

Financial Covenants Certain financial covenants and required finahi@tios adjust over time in accordance with sciheslin
the Credit Agreement. After giving effect to thieifl Amendment to the Credit Agreement, the reguésts of those
covenants and financial ratios are as follows:

* a minimum consolidated interest coverage ratioadfi@ss than 1.90 to 1.00 (1.65 for the quartedirgnJune and
September 30, 2011 and 1.80 for the quarter erdl@ggmber 31, 2011);

* amaximum consolidated leverage ratio in an amaoanhtmore than a ratio specified for each fiscalrtgreas set forth
in a schedule, which ratio is 5.85 for the quaetedled March 31, 2011, peaks to 7.50 for the quartding September
30, 2011 and reduces to 4.75 by the quarter eridéogmber 31, 2012 and thereafter;

* a maximum consolidated total senior debt to worldapital amount ratio of not more than 0.80 to 14

* maximum annual capital expenditures of $55.0 millituring fiscal year ending March 31, 2012 and $4%illion
during any fiscal year thereafter, in each cask wibne-year carry-forward for capital expenditureany fiscal year
below the maximum amount.

The Company continuously monitors its ptiance with the covenants. At March 31, 2011, @@mpany was in
compliance with the covenants (as revised by thedTAmendment for the fourth quarter). The Compeaagords all fees and
third-party costs associated with the Credit Agreetnincluding amendments thereto, in accordantie adcounting guidance
for changes in line of credit or revolving debtaamgements.

Senior Notes
On July 2, 2009, the Company issued $570.0 milibh0% Senior Notes due 2016 (the “Senior Notes§ price of 95.177%
of the face value. On August 26, 2009, the Compssiyed an additional $100.0 million tranche of 18&fior Notes due 2016
at a price of 97.500% of the face value. Thesétiaddl notes form part of the same series as #m@ds Notes issued on July
2, 2009. The Senior Notes are required to be gteedrby any “material domestic subsidiaries” of @@mpany as defined in
the indenture governing the Senior Notes. The Gomploes not have a “material domestic subsidiatylarch 31, 2011.
During fiscal 2011, the Company purclkia$85.0 million of these notes on the open marlt.purchased securities
were cancelled leaving $635.0 million of the 10%ise notes outstanding at March 31, 2011. Assediaash premiums and
other costs paid were $1.6 million. Deferred ficiag costs and amortization of original issue distoof $2.0 million were
accelerated.

Convertible Senior Subordinated Notes

On July 2, 2009, the Company issued $100.0 milladn5 2% Convertible Senior Subordinated Notes dQ&42(the
“Convertible Notes”). The initial purchasers o&tlConvertible Notes were granted an option to pasehup to an additional
$15.0 million of Convertible Notes solely to covever-allotments which was exercised on July 15,920Holders may
surrender their Convertible Notes, in integral npldis of $1,000 principal amount, for conversiorioirshares of the
Company’s common stock at the then-applicable cmiwe rate until the close of business on the sgéamheduled trading
day immediately preceding the maturity date. Thi&al conversion rate for the Convertible Notesl®8.8862 shares of
common stock per $1,000 principal amount of ConbkrtNotes. The conversion rate is subject to stdjents based on
certain events as described in the indenture govgithe Convertible Notes. In addition, holderstlidse notes have certain
rights and entitlements upon the occurrence ofagerfundamental changes (as defined in the indengaverning the
Convertible Notes).
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Other Senior Notes and Senior Subordinated Notes

The Company applied a portion of the net proceeaim the issuance of the Senior Notes and Converhlates to fund the
purchase of $120.4 million of its previously existi8 2% Senior Notes due 2012 and the purchaseasteice and redemption
of all of its previously existing 11% Senior Nottise 2012, 12 %% Senior Subordinated Notes due Z0%2 Senior Notes
due 2011, 7 %% Senior Notes due 2013 and 8% Salutes due 2012, Series B pursuant to an earlyessdtht of a cash
tender offer.

As a result of the repurchase, defeasanderedemption of these existing notes, the Compaoelerated approximately
$5.6 million of deferred financing costs and $5.i@iom of amortization of original issue discountiihg the year ended March
31, 2010.

During fiscal 2011, the Company purcha$28.6 million of the remaining 8 %% Senior Note® @012 on the open
market. All purchased securities were cancellediteg $6.0 million of the 8 2% senior notes outdtag at March 31, 2011.
Associated cash premiums and other costs paid $@renillion. Deferred financing costs and amotima of original issue
discount of $.3 million were accelerated.

Convertible Note Hedge and Warrant Transactions

In connection with the offering of the ConvertitNetes, the Company entered into privately negatiatnvertible note hedge
transactions with three counterparties (“hedge taparties”) to cover, subject to customary anlittbn adjustments, the
number of shares of the Company’s common stockitiizlly underlie the Convertible Notes and expon the last day that
any Convertible Notes remain outstanding. The Camgalso entered separately into privately negediatarrant transactions
relating to the same number of shares of the Cogipa@mmon stock with the hedge counterpartiese Tbnvertible note

hedge transactions are expected to reduce the t@btdilution with respect to the common stock bktCompany upon

conversion of the Convertible Notes in the eveat the value per share of common stock, as measuneer the convertible

note hedge transactions, during the applicableati@o period, is greater than the strike pricehaf tonvertible note hedge
transactions, which corresponds to the $5.0280share initial conversion price of the Convertibletdés and is similarly

subject to customary anti-dilution adjustments. htfwever, the price per share of the Company’srecomstock, as measured
under the warrants, exceeds the strike price ofslieant transactions during the applicable vatumpieriod, there would be
dilution from the issuance of common stock pursuarthe warrants. The warrants have a strike fcg7.3325 per share,
which is subject to customary anti-dilution adjustits and the maximum number of shares that couldsaed under the

warrant transactions is 45,743,836. The warraxpge in daily installments commencing on OctobBr 2014 and ending on
April 8, 2015. Both the convertible note hedgesactions and the warrant transactions requireigdiyset-share settlement
and are accounted for as equity instruments.

Foreign Seasonal Lines of Credit

We have typically financed our non-U.S. operatiafith uncommitted unsecured short-term seasonas lirieredit at the local
level. These operating lines are seasonal in eanormally extending for a term of 180 to 270 dagsresponding to the
tobacco crop cycle in that location. These faesitare typically uncommitted in that the lendeasenthe right to cease making
loans and demand repayment of loans at any tintees& loans are typically renewed at the outseacti éobacco season. As
of March 31, 2011, we had approximately $231.4iamlldrawn and outstanding on foreign seasonal limigés maximum
capacity totaling $798.6 million subject to limitats as provided for in the Credit Agreement. Aiddially against these lines
there was $14.0 million available in unused lettecredit capacity with $4.9 million issued but unéled.

Dividends

Our senior credit agreement restricts our abititypay dividends or make other distributions orrietgid payments based upon
our consolidated net income and consolidated mstdmmce April 1, 2008 and the amount of specifestricted investments we
have made since that date. In addition, we mush lsempliance with all terms of the senior creatireement, including the
financial covenants, in order to pay dividendsurehase common stock or make other distributiongstricted payments. In
addition, the indenture governing our senior nat@stains similar restrictions and also prohibits gayment of dividends and
other distributions if we fail to satisfy a ratid consolidated EBITDA to fixed charges of at led€d to 1.0. At March 31,
2011, we did not satisfy this fixed charge coverag®. We may from time to time not satisfy thagio.
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Aggregate Contractual Obligations and Off-Balance Beet Arrangements
We have summarized in the table below our contedatash obligations and other commercial commitsiastof March 31,
2011.

Payments / Expirations by Period

Years Years After

(in millions) Total 2012 2013-2014 2015-2016 2016
Long-Term Debt Obligations* $1,273.8 $ 79.8 $ 307.0 $ 254.7 $ 632.3
Capital Lease Obligations* 0.2 0.1 0.1 - -
Operating Lease Obligations 36.2 9.8 10.1 0 7. 9.3
Capital Expenditure Commitments 5.6 5.6 - - -
Tobacco Purchase Obligations 661.8 603.1 58.7 - -
Beneficial Interest in Receivables Sold 15.8 15.8 - - -
Amounts Guaranteed for Tobacco Suppliers 174.1 07.a 58.6 8.5 -
Total Contractual Obligations and Other

Commercial Commitments $2,167.5 $821.2 $ 4345 $ 2702 $ 641.6

* Long-Term Debt Obligations and Capital Lease Ohiige include projected interest for both fixed asadiable rate debt. We assume
that there will be no drawings on the senior setuevolving credit facility in these calculationsThe variable rate used in the
projections is the rate that was being chargedwrvariable rate debt as of March 31, 2011. Thedeulations also assume that there
is no refinancing of debt during any period. Thealeulations are on Long-Term Debt Obligations @agbital Lease Obligations only.

We do not have any other off-balance shaangements that are reasonably likely to hasereent or future effect on
our financial condition, results of operations uiidjty, capital expenditures or capital resour@sdefined under the rules of
SEC Release No. FRR-67, Disclosure in Managem@&igsussion and Analysis about Off-Balance Sheeadgements and
Aggregate Contractual Obligations.

Lease Obligations

We have both capital and operating leases. Inrdaoce with accounting principles generally acogptethe United States,
operating leases are not reflected in the acconipgn@onsolidated Balance Sheet. The operatingetease for land,
buildings, automobiles and other equipment; thetabpeases are primarily for production machinamnd equipment. The
capitalized lease obligations are payable through52 Operating assets that are of long-term amdiregng benefit are
generally purchased.

Tobacco Purchase Obligations

Tobacco purchase obligations result from contragts suppliers, primarily in the United States, Btand Turkey, to buy
either specified quantities of tobacco or the sigpjsl total tobacco production. Amounts shown abatco purchase
obligations are estimates based on projected psecpaces of the future crop tobacco. Paymenhedd obligations is net of
our advances to these suppliers. Our tobacco psgcbhligations do not exceed our projected requrgsover the related
terms and are in the normal course of business.

Beneficial Interest in Receivables Sold

We sell accounts receivable in a revolving tradeoants receivable securitization. Under the agergpwe receive 90% of
the face value of the receivable sold, less contedailutions which limit the amount that may batstanding from any one
particular customer and insurance reserves thattase the effect of limiting the risk attributaliteany one customer. Our
10% beneficial interest is subordinate to the paseh of the receivables. See Note 17 “Sale of iRa&lokes” to the “Notes to

Consolidated Financial Statements” for further infation.

Amounts Guaranteed for Tobacco Suppliers

In Brazil, Argentina and Malawi, we provide guares to ensure financing is available to our tobaugpliers. In the event
these suppliers should default, we would be resplenfor repayment of the funds provided to thesppdiers. See Note 1
“Significant Accounting Policies — Advances to Toba Suppliers” to the “Notes to Consolidated Firiah8tatements” for
further information.

Planned Capital Expenditures

We have projected a total of $34.7 million in capiinvestments for our 2012 fiscal year of which@illion is under
contract at March 31, 2011. We forecast our chgisgpenditure needs for routine replacement of mgent as well as
investment in assets that will add value to théaasr or increase efficiency.
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Aggregate Contractual Obligations and Off-Balance Beet Arrangements(continued

Tax and Repatriation Matters
We are subject to income tax laws in each of thentrées in which we do business through wholly ogviseibsidiaries and
through affiliates. We make a comprehensive rewaéthe income tax requirements of each of our atyans, file appropriate
returns and make appropriate income tax plannirdyaes directed toward the minimization of our imeotax obligations in
these countries. Appropriate income tax provisiaresdetermined on an individual subsidiary level at the corporate level
on both an interim and annual basis. These preses® followed using an appropriate combinatioimtafnal staff at both the
subsidiary and corporate levels as well as indepeindutside advisors in review of the various @wd and in compliance
reporting for the various operations.

We consider unremitted earnings of cerfibsidiaries operating outside the United Staidse invested indefinitely.
No U.S. income taxes or foreign withholding taxes provided on such permanently reinvested earningsccordance with
ASC 740. We regularly review the status of theuamglated earnings of each of our foreign subsidsadnd reassess this
determination as part of our overall financing glarFollowing this assessment, we provide defeimedme taxes, net of any
foreign tax credits, on any earnings that are datexd to no longer be indefinitely invested. We ot record any deferred
income taxes for 2011. See Note 12 “Income Taxesthe “Notes to Consolidated Financial Statemerits” further
information.

Critical Accounting Estimates

The preparation of financial statements in accocdawith generally accepted accounting principleghi@ United States
(GAAP) requires the use of estimates and assungptibat have an impact on the assets, liabilitiesemue and expense
amounts reported. These estimates can also afipptemental disclosures including information alsmntingencies, risk and
financial condition.

Critical accounting estimates are defimasdthose that are reflective of significant judgieeand uncertainties and
potentially yield materially different results undgifferent assumptions or conditions. Given cotracts and circumstances,
we believe that our estimates and assumptionseasmnable, adhere to GAAP and are consistentlyeabpOur selection and
disclosure of our critical accounting policies aggtimates has been reviewed with our Audit Committé-ollowing is a
review of the more significant assumptions andnestiés and the accounting policies and methods instiie preparation of
our consolidated financial statements. For althefse estimates, we caution that future eventdyral@velop exactly as
forecast, and the best estimates routinely recadjastment. See Note 1 “Significant Accountingi€le$” to the “Notes to
Consolidated Financial Statements” which discusisesignificant accounting policies that we havepsdd.

Inventories
Costs included in inventory include processed tobaventory, unprocessed tobacco inventory andrativentory costs.

Inventories are valued at the lower o$tcor market (“LCM”), which requires us to make rficant estimates in
assessing our inventory balances for potential L&ljistments. We evaluate our inventories for LCusttnents by country
and type of inventory. Therefore, processed tobacwl unprocessed tobacco are evaluated sepam@telgM purposes.

We compare the cost of our processedctabt market values based on recent sales ofssiigihdes when evaluating
those balances for LCM adjustments. We also consitiether our processed tobacco is committed wstomer, whereby the
expected sales price would be utilized in detemgrihe market value for committed tobacco.

We review data on market conditions imfgening our LCM evaluation for our unprocesseddoto. Further, we
identify the tobacco cost plus estimated costsamplete and compare those costs to the currentengrices based on
purchase commitments in determining whether an LaEipistment is needed on our unprocessed tobacco.

See Note 1 “Significant Accounting Pddigi- Inventories” and Note 2 “Inventories” to thidotes to Consolidated
Financial Statements” for further information.

Income Taxes

Our annual tax rate is based on our income, stattéx rates, exchange rates and tax planning dppities available to us in
the various jurisdictions in which we operate. Taws are complex and subject to different intelgtiens by the taxpayer and
respective governmental taxing authorities. Sigaifit judgment is required in determining our tapense and in evaluating
our tax positions including evaluating uncertaisitimder ASC 740. We review our tax positions aqubrtand adjust the
balances as new information becomes available.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS (continued)

Critical Accounting Estimates (continued)

Income Taxes(continued)

Deferred income tax assets represent atecavailable to reduce income taxes payable oabtaxincome in future
years. Such assets arise because of temporaryediffes between the financial reporting and taxdasassets and liabilities,
as well as from net operating loss and tax creatityforwards. We evaluate the recoverability ofsthéuture tax deductions by
assessing the adequacy of future expected taxaddene from all sources, including reversal of td&abmporary differences,
forecasted operating earnings and available tarnpig strategies. These sources of income inhgresty heavily on
estimates. To provide insight, we use our histdrgxperience and our short and long-range busiioessasts. We believe it
is more likely than not that a portion of the dederincome tax assets may expire unused and haadelissed a valuation
allowance against them. Although realization is aggured for the remaining deferred income taxtasse believe it is more
likely than not the deferred tax assets will bdyfubcoverable within the applicable statutory eapon periods. However,
deferred tax assets could be reduced in the nearit®ur estimates of taxable income are signifitareduced. See Note 12
“Income Taxes” and Note 16 “Contingencies and Oth&rmation” to the “Notes to Consolidated Finaaicstatements” for
further information.

Advances to Tobacco Suppliers

We evaluate our advances to tobacco suppliers,hwigigresent prepaid inventory, for recoverabiligydoop and country. Our
recoverability assessment for our advances to tmbaappliers and our LCM evaluation for our invei@e achieve a similar
objective. We reclass the advances at the timelieuppleliver tobacco. The purchase price for titgatco delivered by the
suppliers is based on market prices. Two primacyofa determine the market value of the tobaccplsns deliver to us: the
guantity of tobacco delivered and the quality of thbacco delivered. Therefore, and at the timdetitzery, we ensure our
advances to tobacco suppliers are appropriateigdst the lower of cost or their recoverable ant®un

Upon delivery of tobacco, part of the ghase price to the supplier is paid in cash anttpesugh a reduction of the
advance balance. If a sufficient value of tobaiscoot delivered to allow the reduction of the entadvance balance, then we
first determine how much of the deficiency for therent crop is recoverable through future cropgss Tetermination is made
by analyzing the suppliers’ ability-to-deliver affszient supply of tobacco. This analysis includeistorical quantity and
quality of production with monitoring of crop infmation provided by our field service techniciangted to flood, drought
and disease. The remaining recoverable advancadealmould then be classified as noncurrent. Amyease in the estimate
of unrecoverable advances associated with the martuportion is charged to cost of goods and sesvsold in the income
statement when determined.

Amounts not expected to be recoveredutinccurrent or future crops are then evaluatedceterchine whether the yield
is considered to be normal or abnormal. If thddyedjustment is normal, then we capitalize theliapple variance in the
current crop of inventory. If the yield adjustméniconsidered abnormal, then we immediately chérgeapplicable variance
to cost of goods and services sold in the incomtestent. A normal yield adjustment is based orrdhge of unrecoverability
for the previous three years by country. Our radrpeld in the South America region is 5% to 7%.

We account for our advances to tobacqmplgers using a cost accumulation model, which Itesin reporting our
advances at the lower of cost or recoverable amnsoextlusive of the mark-up and interest. The magrlkand interest on our
advances are recognized upon delivery of tobaceodesrease in our cost of the current crop.

The following table illustrates the amtsunf favorable and unfavorable variances on ctircesp advances to tobacco
suppliers (prepaid inventory) that will be capitelil into inventory when the crop has been purchaseaf March 31, 2011,
2010 and 2009. The current crop is primarily soldhe next fiscal year when the net favorablanfgvorable) variance is
recognized through cost of sales. See Note 1 ffitgnt Accounting Policies — Advances to Tobacag@iers” for further
information on the various components noted beld¥ariances on advances serve to state the tobaventdry at cost by
accumulating actual total cash expended and allagitto the tobacco received during the crop eycl

(in millions) 2011 2010 2009
Favorable variances (including mark-up) $25.0 $50.6 $49.2
Unfavorable variances (including unrecoverable adea) (15.2) (25.1) (23.1)
Net favorable / (unfavorable) variance in crop dnshventory $ 9.8 $255 $26.1
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS (continued)

Critical Accounting Estimates (continued)

Advances to Tobacco Suppliergontinued)

South America Region
The price, and the resulting mark-up, of the inpmgsadvance is determined at the beginning of saalson and depends on
various market considerations. We purchase andnadvioe inputs in the currency of the local markéie amount of inputs
advanced for the 2010 crop were less than the srgavanced for the 2009 crop. Additionally, thealozurrency depreciated
against the U.S. dollar. However, these reductiease offset by an increase in the input prices we avancing to our
suppliers and lower input acquisition costs. Thiastors resulted in a relatively consistent favéeajear-over-year variance
from 2009 to 2010. We believe the favorable vamsneelating to the 2009 and 2010 crops are repisen of average
favorable variance levels. In 2011, we assigngat@pmately 20% of our tobacco suppliers to theZBian affiliate of Philip
Morris International, Inc. (“PMI”). Therefore, ttf#011 variances are not comparable with 2010 0820he amount of inputs
advanced for the 2011 crop were less than the srgaanced for the 2010 crop. While the local mayeappreciated against
the U.S. dollar, higher input acquisition costsufeesl in a lower favorable variance percentage @@t0, but a comparable
percentage to 2009. We believe the favorable veemmelating to the 2011 crop are representativavefage favorable
variance percentages.

We base our estimate of the unrecoveratil@nces on numerous factors, including, butinttdd to our expectations
of the quantity and quality of tobacco our supgliesll deliver to us. The estimated unfavorableiafaces relating to the 2009
and 2010 crops are comparable with the 2010 crggadted by heavier than average rains in certaiasané South America
but within average unfavorable variance levels.aiAgthe 2011 variances are not comparable witt0 28112009 due to the
transaction with PMI. The 2011 unfavorable var@apercentage also improved over 2010 and 2009 phynaes a result of a
tighter credit controls in evaluating tobacco sigygl

Other Regions

Within the Other Regions, Africa and Guatemala thee primary areas where we advance some inputspplisrs for the
coming crop. Advances to tobacco suppliers in nuiker areas are primarily cash advances to thémdy pcommercial
suppliers. The Company did not incur substantilvariances within the Other Regions operatingreeds for 2011, 2010
and 2009 that were absorbed into inventory.

Asset Impairment

Long-lived assets, including recoverable intrastatde tax credits, are reviewed for impairment meher events or changes in
circumstances indicate that the related carryinguams may not be recoverable. Determining whetimeingairment has
occurred typically requires various estimates assumptions, including determining which undiscodntash flows are
directly related to the potentially impaired assleg useful life over which cash flows will occtineir amount, and the asset’s
residual value, if any. In turn, measurement ofrapairment loss requires a determination of faiugawhich is based on the
best information available. We derive the requitedliscounted cash flow estimates from our histbrécgerience and our
internal business plans. To determine fair value,use our internal cash flow estimates discountexhappropriate interest
rate, quoted market prices when available and iexdégnt appraisals, as appropriate. Accordingly fairevalue of an asset
could be different using different estimates argbagptions in these valuation techniques which winddease or decrease the
impairment charge.

Other Intangible Assets

We have no other intangible assets with indefiogeful lives. We test other identified intangibkesets with defined useful
lives and subject to amortization whenever eventshanges in circumstances indicate that the iklederying amounts may
not be recoverable. We perform this test by iditi@omparing the carrying amount to the sum of sadunted cash flows
expected to be generated by the asset. If theingragmount of an intangible asset exceeds its astidhfuture undiscounted
cash flows, then an impairment loss would be indita The amount of the impairment loss to be @edwould be based on
the excess of the carrying amount of the intangilsiget over its discounted future cash flows. \d&judgment in assessing
whether the carrying amount of our intangible as$ethot expected to be recoverable over theimeséid remaining useful
lives. See Note 5 “Goodwill and Other Intangibleg’ the “Notes to Consolidated Financial Stateniefds further
information.
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ITEM 7.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL

CONDITION AND RESULTS OF OPERATIONS (continued)

Critical Accounting Estimates (continued)

Pensions and Postretirement Health Care and Life Isurance Benefits

The valuation of our pension and other postretirgnhealth care and life insurance plans requiresue of assumptions and
estimates that are used to develop actuarial vahsabf expenses, assets and liabilities. Thesengstions include discount
rates, investment returns, projected salary ineand benefits and mortality rates. The signifiGssumptions used in the
calculation of pension and postretirement obligatiare:

Discount rate: The discount ratbased on investment yields available at the meammedate on
high-quality fixed income obligations, such as thacluded in the Moody’s Aa bond index.

Salary increase assumption: Thergatecrease assumption reflects our expectatiorls k@spect to
long-term salary increases of our workforce. Histl pay increases, expectations for the futund, a
anticipated inflation and promotion rates are cdedd in developing this assumption.

Cash Balance Crediting Rate: Inteisesredited on cash balance accounts based oyiglieon one-
year Treasury Constant Maturities plus 1%. Theiass crediting rate thus considers the discount
rate, current treasury rates, current inflatioesatind expectations for the future.

Mortality Rates: Mortality rates dvased on gender-distinct group annuity mortal@A) tables.

Expected return on plan assets: e&dpected return reflects asset allocations, investrstrategy and
our historical actual returns.

Termination and Retirement Rates:rniieation and retirement rates are based on stdniddies
reflecting past experience and anticipated futumegence under the plan. No early retirementsrate
are used since benefits provided are actuariallyvatent and there are not early retirement subsidi
in the plan.

Management periodically reviews actuahdgraphic experience as it compares to the actumssumptions. Changes
in assumptions are made if there are significantiadiens or if future expectations change signifitp Based upon
anticipated changes in assumptions, pension anmeficsment expense is expected to decrease byri#li@n in the fiscal
year ended March 31, 2012 as compared to Marci2@1]. We continually evaluate ways to better manbgnefits and
control costs. The cash contribution to our empéopenefit plans in 2011 was $12.5 million andxpeeted to be $13.3
million in 2012.

The effect of actual results differingprt our assumptions are accumulated and amortized foture periods and,
therefore, generally affect our recognized expémseich future periods. Changes in other assumgtimd future investment
returns could potentially have a material impacbanpension and postretirement expenses and ddlatding requirements.

The effect of a change in certain assionptis shown below:

Estimated Change

in Projected Estimated Change in
Benefit Obligation Annual Expense
Increase (Decrease) Increase (Decrease)
(in 000’s) (in 000’s)
Change in Assumption (Pension and Postretirement &hs)

1% increase in discount rate $ (17,688) $ (475)

1% decrease in discount rate $ 19,851 $ 637

1% increase in salary increase assumption 177 $ 434

1% decrease in salary increase assumption $ (1,347) $ (386)

1% increase in cash balance crediting rate $ 1,533 $ 261

1% decrease in cash balance crediting rate (1,869) $ (159)

1% increase in rate of return on assets $ - $ (774)

1% decrease in rate of return on assets $ = $ 774

Changes in assumptions for other poseraent benefits are no longer applicable as tmetiteis capped and no longer
subject to inflation. See Note 13 “Employee Betséfio the “Notes to Consolidated Financial Statets& for further
information.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS (continued)

Recent Accounting Pronouncements Not Yet Adopted

In October 2009, the FASB issued new accountingange on accounting for multiple-deliverable reveeatrangements. The
objective of this accounting guidance is to addtbssaccounting for multiple-deliverable arrangetaeto enable vendors to
account for products or services (deliverableshssply rather than as a combined unit. This adtoegirguidance will be
effective for the Company on April 1, 2011. The Qmmy does not expect the impact of this new ac@ogigiuidance to have
a material impact on its financial condition oruks of operations.

In January 2010, the FASB issued new awiiog guidance on fair value measurements andatisobs. This guidance
requires reporting entities to disclose separatayamounts of significant transfers in and outefel 1 and Level 2 fair value
measurements and describe the reasons for théetrsinis will also require reporting entities toegent separately information
about purchases, sales, issuances, and settlenment®ir Level 3 fair value reconciliations. Thewnealisclosures and
clarifications of existing disclosures (the Levedrdd Level 2 changes) were effective for the ComganJanuary 1, 2010 with
no material impact to the Company. The disclosat®sut purchases, sales, issuances, and settlemehtsroll forward of
activity in Level 3 fair value measurements will &gective for the Company on April 1, 2011. Then@any does not expect
these new disclosure requirements to have a mhitapact on its financial condition or results gfevations.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT
MARKET RISK

Derivatives policies:Hedging interest rate exposure using swaps angimgdoreign exchange exposure using forward
contracts are specifically contemplated to mandgk in keeping with management’s policies. We mag werivative
instruments, such as swaps or forwards, which aseddirectly or indirectly upon interest rates andencies to manage and
reduce the risks inherent in interest rate andecway fluctuations.

We do not utilize derivatives for spetivia purposes, and we do not enter into market seshsitive instruments for
trading purposes. Derivatives are transaction fipesd that a specific debt instrument, contractjnvoice determines the
amount, maturity, and other specifics of the hedge.

Foreign exchange rate®ur business is generally conducted in U.S. dgllas is the business of the tobacco industry as a
whole. However, local country operating costsjuding the purchasing and processing costs fordods are subject to the
effects of exchange fluctuations of the local cacseagainst the U.S. dollar. We attempt to minanguch currency risks by
matching the timing of our working capital borrogineeds against the tobacco purchasing and progessids requirements
in the currency of the country where the tobaccgrswn. Also, in some cases, our sales pricingrey@ments with our
customers allow adjustments for the effect of quryeexchange fluctuations on local purchasing armtgssing costs.
Fluctuations in the value of foreign currencies sanificantly affect our operating results. Inraost of goods and services
sold, we have recognized exchange gains (losse®0d¥1) million, $(8.1) million and $9.9 milliorof the fiscal years ended
March 31, 2011, 2010 and 2009, respectively. Wegnrized exchange gains (losses) of $8.4 milli@0.3 million and $(9.9)
million related to tax balances in our tax expeftsehe fiscal years ended March 31, 2011, 2010201, respectively. In
addition, foreign currency fluctuations in the Ewiod (U.K.) Sterling can significantly impact therency translation
adjustment component of accumulated other compedenncome. We recognized gains (losses) of $ailBon, $(1.8)
million and $7.0 million in 2011, 2010, and 2008spectively, as a result of fluctuations in theseencies.

Our consolidated selling, administratared general (SG&A) expenses denominated in foreigrencies are subject to
translation risks from currency exchange fluctuadio These foreign denominated expenses accouatedpproximately
26.9% or $42.3 million of our total SG&A expenses the twelve months ended March 31, 2011. A 10&nge in the value
of the U.S. dollar relative to those currencies Midwave caused the reported value of those expénsesrease or decrease by
approximately $4.2 million.

Interest rates:We manage our exposure to interest rate risk girdbe proportion of fixed rate and variable radbtdin our

total debt portfolio. A 1% change in variable st rates would increase or decrease our repomtedest cost by
approximately $4.5 million. A substantial portiofi our borrowings are denominated in U.S. dollang &dear interest at
commonly quoted rates.
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ITEM 8. FEINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

STATEMENTS OF CONSOLIDATED OPERATIONS AND COMPREH ENSIVE INCOME (LOSS)
Alliance One International, Inc. and Subsidiaries

Years Ended March 31,

(in thousands, except per share data) 2011 2010 2009
Sales and other operating revenues $ 2,094,062 $2,308,299 $ 2,258,219
Cost of goods and services sold 1,817,243 1,911,849 1,897,380
Gross profit 276,819 396,450 360,839
Selling, administrative and general expenses 197,92 155,376 156,000
Other income (expense) 37,442 (17,260) 214
Restructuring charges 23,467 - 591

Operating income 132,874 223,814 204,462
Debt retirement expense 4,584 40,353 954
Interest expense 102,696 113,819 97,984
Interest income 7,255 4,550 3,808
Income before income taxes and other items 32,849 74,192 109,332
Income tax expense (benefit) 107,460 (3,791) (22,020)
Equity in net income of investee companies 2,463 1,963 1,478
Income (loss) from continuing operations (72,148) 79,946 132,830
Income from discontinued operations, net of tax - - 407
Net income (loss) (72,148) 79,946 133,237

Less: Netincome (loss) attributable to noncolfitrglinterests (597) 779 679
Net income (loss) attributable to Alliance One intgional, Inc. $ (71,551) $ 79,167 $ 132,558
Comprehensive income:

Net income (loss) $ (72,148) $ 79,946 $ 133,237

Currency translation adjustment 2,297 (1,837) (7,207)

Pension adjustment, net of tax expense (bendf#6 in 2011,

$(5,107) in 2010 and $(3,378) in 2009 (2,789) (6,383) (13,165)
Total comprehensive income (loss) (72,640) 71,726 112,865
Comprehensive income (loss) attributable to nonodlintg interests (615) 763 496
Total comprehensive income (loss) attributable to
Alliance One International, Inc. $ (72,025) $ 70,963 $ 112,369

Amounts attributable to Alliance One Internatioriat.
Income (loss) from continuing operations $71551) $ 79,167 $ 132,151
Income from discontinued operations - - 407

Net income (loss) attributable to Alliance Qnternational, Inc. $ (71551) $ 79,167 $ 132,558

Basic Earnings (Loss) Per Share

Income (loss) from continuing operations $ (081) $ 0.89 $ 1.50

Income from discontinued operations - - -

Net income (loss) $ (0.81) $ 0.89 $ 1.50
Diluted Earnings (Loss) Per Share

Income (loss) from continuing operations $ (081) $ 0.78 $ 1.49

Income from discontinued operations - - -

Net income (loss) $ (0.81) % 0.78 $ 1.49

See notes to consolidated financial statements.
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ITEM 8. EINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

CONSOLIDATED BALANCE SHEETS
Alliance One International, Inc. and Subsidiaries

(continued)

March 31, March 31,
(in thousands) 2011 2010
ASSETS
Current assets
Cash and cash equivalents $ 43,50t $ 129,738
Trade and other receivables, net 279,904 207,387
Accounts receivable, related parties 61,981 30,061
Inventories 800,365 824,147
Advances to tobacco suppliers 74,556 70,749
Recoverable income taxes 7,191 11,447
Current deferred taxes 3,955 37,209
Prepaid expenses 42,319 67,288
Assets held for sale 413 819
Current derivative asset 2,543 2,528
Other current assets 542 1,579
Total current asse 1317,27! 1,382,952
Other assets
Investments in unconsolidated affiliates 25,665 23,202
Goodwill and other intangible assets 41,205 44,991
Deferred income taxes 82,707 148,971
Other deferred charges 21,01¢ 27,789
Other noncurrent assets 83,371 90,070
253,967 335,023
Property, plant and equipment, net 237,08¢ 193,224
$ 1,808,330 $1,911,199
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Notes payable to banks $ 23140 $ 188,981
Accounts payable 86,103 146,395
Due to related parties 38,937 20,275
Advances from customers 17,576 102,286
Accrued expenses and other current liabilities 78,458 113,048
Income taxes 17,149 16,281
Long-term debt current 784 457
Total current liabilities 470,415 587,723
Long-term debt 884,371 788,880
Deferred income taxes 3,816 4,399
Liability for unrecognized tax benefits 14,733 20,168
Pension, postretirement and other long-term litéedi 118,983 115,107
1,021,90¢ 928,554
Commitments and contingencies - -
Stockholders’ equity
Common stock—no par value:
250,000 authorized shares, 94,938 issueaatsthnding
(96,966 at March 31, 2010) 455,40¢ 460,971
Retained deficit (120,793) (49,242)
Accumulated other comprehensive loss (21,803 (21,329)
Total stockholders’ equity of Alliance Ohgernational, Inc. 312,813 390,400
Noncontrolling interests 3,199 4,522
Total equity 316,012 394,922
$ 1,808,33( $1,911,199

See notes to consolidated financial statements.
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FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

(continued)

STATEMENTS OF CONSOLIDATED STOCKHOLDERS' EQUITY
Alliance One International, Inc. and Subsidiaries

Attributable to Alliance One International, Inc.

Accumulated Other
Comprehensive Income

Currency Total
Common Retained Translation  Pensions, Noncontrolling Stockholders’

(in thousands) Stock Deficit Adjustment Net of Tax Interest Equity
Balance, March 31, 2008 $ 462,798 $(258,395) $ 5,154 $ 1,910 $ 3,623 $ 215,090
Net income - 132,558 - - 679 133,237
Restricted stock surrendered (284) - - - - (284)
Employee stock option related 40 - - - - 40
Stock-based compensation 5,641 - - - - 5,641
Noncontrolling interest dividend

paid and other adjustments - - - - (157) (157)
Conversion of foreign currency

financial statements - - (7,024) - (26) (7,050)
Adjustment in pensions - - - (13,165) - (13,165)
Adoption of ASC 715-60 - (2,572) - - - (2,572)
Balance, March 31, 2009 $ 468,195 $(128,409) $ (1,870) $(11,255) $ 4,119 $ 330,780
Net income - 79,167 - - 779 79,946
Stock warrants issued 16,821 - - - - 16,821
Call option related to convertible

debentures, net of tax of $14,978 (24,440) - - - - (24,440)
Restricted stock surrendered (249) - - - - (249)
Exercise of employee stock options 75 - - - - 75
Stock-based compensation 569 - - - - 569
Noncontrolling interest dividend paid - - - - (360) (360)
Conversion of foreign currency

financial statements - - (1,821) - (16) (1,837)
Adjustment in pensions - - - (6,383) - (6,383)
Balance, March 31, 2010 $ 460,971 $ (49,242) $ (3,691) $(17,638) $ 4,522 $ 394,922
Net (loss) - (71,551) - - (597) (72,148)
Restricted stock surrendered (582) - - - - (582)
Exercise of employee stock options 130 - - - - 130
Stock-based compensation 3,888 - - - - 3,888
Shares purchased (9,042) - - - - (9,042)
Purchase of additional investment

in subsidiary 44 - - - (424) (380)
Noncontrolling interest dividend paid - - - - (284) (284)
Conversion of foreign currency

financial statements - - 2,315 - (18) 2,297
Adjustment in pensions - - - (2,789) - (2,789)
Balance, March 31, 2011 $455,409 $ (120,793) $ (1,376) $(20,427) $ 3,199 $ 316,012

See notes to consolidated financial statements.
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STATEMENTS OF CONSOLIDATED CASH FLOWS
Alliance One International, Inc. and Subsidiaries

(continued)

Years Ended March 31,

(in thousands) 2011 2010 2009
Operating activities
Net Income (Loss) $ (72,148) 79,946 $ 133,237
Adjustments to reconcile net income to net qasivided
by operating activities of continuing oaions:
Net income from discontinued operations,aféax - - (407)
Depreciation and amortization 28,216 29,113 29,277
Debt amortization/interest 12,959 13,104 4,979
Debt retirement cost 4,584 40,353 954
Restructuring charges (recovery) 10,323 - (87)
(Gain) loss on foreign currency transactions (8,387) (12,288) 21
Gain on disposition of fixed assets (4,355) (5,981) (3,706)
Gain on other sales of assets (37,765) - -
Bad debt expense 3,002 81 -
Stock based compensation 4,609 448 5,632
Changes in operating assets and liabilities,
Trade and other receivables (100,711) (28,974) (38,575)
Inventories and advances to suppliers 60,123 (61,324) 10,383
Prepaid expenses 321 (3,352) (693)
Deferred items 99,646 (14,947) (76,019)
Recoverable income taxes (535) (6,711) (3,069)
Payables and accrued expenses (95,239) 30,828 (250)
Advances from customers (84,832) 57,844 (47,511)
Current derivative asset (16) (1,699) (10,839)
Current derivative liability - 641 25,670
Income taxes (1,416) (7,773) 7,012
Other operating assets and liabilities ,620) 1,142 (575)
Other, net 224 868 (2,366)
Net cash provided (used) by operatingvdies
of continuing operations (183,017) 111,319 33,068
Net cash provided by operating activities
of discontinued operations - - 562
Net cash provided (used) by operatingvdies (183,017) 111,319 33,630
Investing activities
Purchases of property, plant and equipment (69,525) (15,785) (15,942)
Intangibles, including internally developed s@fte costs (648) (6,646) (11,051)
Proceeds from sale of property, plant and eqaim 6,649 8,575 8,224
Proceeds on other sales of assets 46,074 - -
Foreign currency derivatives - (5,026) (14,397)
Return of capital on investments in unconsoéda(ffiliates - - 5,756
Proceeds from notes receivable 1,331 11,437 5,977
Investment in notes receivable (188) (1,839) (12,609)
Surrender of life insurance policies 219 318 1,674
Other, net 187 (365) 154
Net cash used by investing activities (15,901) (9,331) (32,214)

-38 -



ITEM 8.

FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

STATEMENTS OF CONSOLIDATED CASH FLOWS (continued)
Alliance One International, Inc. and Subsidiaries

(continued)

Years Ended March 31,

(in thousands) 2011 2010 2009
Financing activities
Net proceeds (repayments) of short-term borrgsin $ 37,214 $ (72,512) $ (36,833)
Proceeds from short-term demand notes - - 9,014
Repayment of short-term demand notes - - (64,079)
Proceeds from long-term borrowings 347,300 1,040,509 171,719
Repayment of long-term borrowings (256,093) (944,709) (89,379)
Debt issuance cost (3,722) (36,273) (6,184)
Debt retirement cost (2,262) (23,459) (73)
Repurchase of common stock (9,042) - -
Proceeds from issuance of warrants - 16,821 -
Purchase of call options - (39,418) -
Other, net (445) (285) 350
Net cash provided (used) by financing adg#sit 112,950 (59,326) (15,465)
Effect of exchange rate changes on cash (264) (589) (10,500)
Increase (decrease) in cash and cash equivalents (86,232) 42,073 (24,549)
Cash and cash equivalents at beginning of year 129,738 87,665 112,214
Cash and cash equivalents at end of year $ 43506 $ 129,738 $ 87,665
Other information:
Cash paid during the year:
Interest $ 91,108 $ 118,638 $ 90,913
Income taxes 12,921 42,193 7,470

See notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Alliance One International, Inc. and Subsidiaries
(in thousands)

Note 1- Significant Accounting Policies

Description of Business

The Company is principally engaged in purchasimgcessing, storing, and selling leaf tobacco. Taenpany purchases
tobacco primarily in the United States, Africa, &pe, South America and Asia for sale to customerasily in the United
States, Europe and Asia.

Basis of Presentation
The accounts of the Company and its consolidatésdigiaries are included in the consolidated finahstatements after
elimination of intercompany accounts and transastioThe Company uses the cost or equity methaacodunting for its
investments in affiliates that are owned 50% os lasd are not variable interest entities whereGbmpany is the primary
beneficiary.

The Company is accounting for its investinin the Zimbabwe operations on the cost metmadhes been reporting it
in Investments in Unconsolidated Affiliates in tbensolidated balance sheet since March 31, 200&in@fiscal year 2007,
the Company wrote its investment in the Zimbabwerapons down to zero, however the Company consirieemake
advances and guarantees on behalf of this enfitye Note 19 “Related Party Transactions” to thetéNdo Consolidated
Financial Statements” for further information.

Investments in Unconsolidated Affiliates

The Company’'s equity method investments and it¢ owethod investments, including its Zimbabwe operst are non-

marketable securities. The Company reviews suchsimvents for impairment whenever events or chaimgescumstances

indicate that the carrying amount of an investmmaly not be recovered. For example, the Company dvtedt such an

investment for impairment if the investee were ¢gel a significant customer, suffer a large reductio sales margins,

experience a major change in its business envirahnog undergo any other significant change innidsmal business. In

assessing the recoverability of equity or cost metimvestments, the Company uses discounted cashnfliodels. If the fair

value of an equity investee is determined to beelativan its carrying value, an impairment loseognized. The preparation
of discounted future cash flow analysis requirgmificant management judgment with respect to futoperating earnings
growth rates and the selection of an appropriateadint rate. The use of different assumptions coudcease or decrease
estimated future operating cash flows, and theodisted value of those cash flows, and thereforddcimerease or decrease
any impairment charge.

Use of Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptedtlie United States
requires management to make estimates and assumsiptibhese estimates and assumptions affect ttoeteepamounts of
assets and liabilities. They also affect the disgte of contingent assets and liabilities at thee @f the financial statements
and the reported amounts of revenues and expenségydhe reporting period. Actual results couliffed from these
estimates, and changes in these estimates arelegcahen known. Estimates are used in accountingamong other things,
pension and postretirement health care benefitgniiory market values, allowances for doubtful ats and advances, bank
loan guarantees to suppliers, useful lives for éeption and amortization, future cash flows assted with impairment
testing for long-lived assets, deferred tax asgetsuncertain income tax positions, intrastatectaxlits in Brazil and fair value
determinations of financial assets and liabilitissluding derivatives, securitized beneficial imtsts and counterparty risk.
Changes in market and economic conditions, localaas, and other related factors are considerel egporting period, and
adjustments to the accounts are made based orothpady’s best judgment.

Revenue Recognition
The Company recognizes revenue from the sale efctmbwhen persuasive evidence of an arrangemests ethie price to the
customer is fixed or determinable, collectibilis/rieasonably assured and title and risk of owngirishpassed to the customer,
which is upon shipment or delivery. The Comparguiees that all customer-specific acceptance pimwisbe met at the time
titte and risk of ownership passes to the custormarrthermore, the Company'’s sales history indgatgstomer returns and
rejections are not significant.

The Company also processes tobacco otwyés customers and revenue is recognized basedmtnactual terms. The
Company’s history indicates customer requirememtpfocessed tobacco are met upon completion afgsing. In addition,
advances from customers are deferred and recogagzeslvenue upon shipment or delivery.

Taxes Collected from Customers
Certain subsidiaries are subject to value addedsta local sales. These amounts have been imcindsales and were
$31,043, $32,906 and $28,969 for the years endedhvidl, 2011, 2010 and 2009, respectively.
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ITEM 8. EINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA (continued)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Alliance One International, Inc. and Subsidiaries
(in thousands)

Note 1— Significant Accounting Policiggontinued)

Shipping and Handling
Shipping and handling costs are included in cosgfoafds and services sold in the statement of dpegat

Other Income (Expense)

Other Income (Expense) consists primarily of gainssales of property, plant and equipment and a$st for sale. This
caption also includes expenses related to the Coy'paale of receivables. See Note 17 “Sale ofeRexbles” to the “Notes
to Consolidated Financial Statements” for furtidoimation. During fiscal 2011, the Company reeat@ gain of $37,765 on
the assignment of approximately 9,000 tobacco sengpin Southern Brazil and the sale of relatecetasto the Brazilian
affiliate of Philip Morris International, Inc. (“PM). The Company expects to continue to supplycpssed tobacco to PMI
and to process tobacco for PMI's Brazilian afféiamnder a long-term processing agreement. Duiseglf2010, an estimate of
a probable loss in connection with a Foreign CdrRuiactices Act (“FCPA”) investigation was recordebhe following table
summarizes the significant components of OtherrnmedExpense).

Years Ending March 31,

2011 201C 200¢
Malawi other property sales $ 1,975 $ 1,677 -
Turkey storage and other property sales - 2,567 -
Brazil factory and other property sales to PMI'Sliate 37,765 - -
Other sales of assets and expenses 97 896 3,762
FCPA loss - (19,450) -
Losses on sale of receivables (2,395) (2,950) (3,548)

$ 37,442 $ (17,260) $ 214

Cash and Cash Equivalents

Cash equivalents are defined as temporary investn@ncash with original maturities of less than @®ys. At March 31,
2011, cash and cash equivalents included $325 stbmer funding that was restricted for social resality programs
maintained by the Company. At March 31, 2011 af0d0? respectively, $296 and $294 of cash held gmosie as a
compensating balance for short-term borrowings imelsided in other current assets.

Trade and Other Receivables
Trade and other receivables consist of $264,174ade receivables and $15,730 of other receivadtiddarch 31, 2011. The
balances at March 31, 2010 were $198,753 and $8g83rade receivables and other receivables, rsm@dy.

Trade receivables are amounts owed toCihvapany from its customers. Trade receivablesr@rerded at invoiced
amounts and primarily have net 30 day terms. Thengamy extends credit to its customers based onvaluaion of a
company'’s financial condition and collateral is geally not required.

The Company maintains an allowance foubdfl accounts for estimated uncollectible acceurgceivable. The
allowance is based on the Company’'s assessmennhfrk delinquent accounts, other currently availaghédence of
collectibility and the aging of accounts receivalilae Company’s allowance for doubtful accounts $&532 and $3,906 at
March 31, 2011 and 2010, respectively. The prowigor doubtful accounts was $3,086, $447 and $8Bzhe years ending
March 31, 2011, 2010 and 2009, respectively amgpsrted primarily in selling, administrative andngral expenses in the
consolidated statement of operations.

Other receivables consist primarily ofueaadded tax (VAT) receivables of $12,282 and 6,4t March 31, 2011 and
2010, respectively.

Other Deferred Charges
Other deferred charges are primarily deferred fiiragncosts that are amortized over the life ofdhbt.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Alliance One International, Inc. and Subsidiaries
(in thousands)

Note 1— Significant Accounting Policiggontinued)

Sale of Accounts Receivable

The Company is engaged in a revolving trade acsowteivable securitization arrangement to sebivables to a third party
limited liability company. The Company records tih@nsaction as a sale of receivables, removes adivables from its
financial statements and records a receivable Her heneficial interest in such receivables. Thesds on the sale of
receivables are recognized in Other Income (Expenas of March 31, 2011 and 2010, respectivelygoants receivable sold
and outstanding were $53,156 and $105,579. See NbtSale of Receivables” and Note 18 “Fair Valleasurements” to
the “Notes to Consolidated Financial Statements'fdather information.

Inventories

Costs in inventory include processed tobacco irorgntunprocessed tobacco inventory and other irvgntCosts of

unprocessed tobacco inventories are determinetidogiterage cost method, which include the costedrgtobacco. Costs of
processed tobacco inventories are determined bgwbege cost method, which include both the cbahprocessed tobacco,
as well as direct and indirect costs that are edlab the processing of the product. Costs of otloertobacco inventory are
determined by the first-in, first-out method, whiicttlude costs of packing materials, non-tobacaacafjural products and
agricultural supplies including seed, fertilizeerbicides and pesticides.

Inventories are valued at the lower ostcor market (“LCM”). The Company evaluates its éntories for LCM
adjustments by country and type of inventory. Tfaeees processed tobacco and unprocessed tobacavaeated separately
for LCM purposes. The Company compares the cois girocessed tobacco to market values basedcentrsales of similar
grades when evaluating those balances for LCM #adprsts. The Company also considers whether itsgssed tobacco is
committed to a customer, whereby the expected gales would be utilized in determining the markatue for committed
tobacco.

The Company reviews data on market camditin performing its LCM evaluation for unprocedgobacco. Further, the
Company identifies the tobacco cost plus estimatests to complete and compares those costs toutihent market prices
based on purchase commitments in determining whath&€CM adjustment is needed on its unprocesdeattm.

See Note 2 “Inventories” to the “Notestonsolidated Financial Statements” for furtheoindation.

Advances to Tobacco Suppliers

The Company purchases seeds, fertilizer, pesticighes other products related to growing tobacco athnces them to
suppliers, which represents prepaid inventory angecorded as advances to tobacco suppliers. Nanees of current crop
inputs generally include the original cost of tmgputs plus a mark-up and interest as it is earné¢here contractually
permitted, the Company charges interest to the lmwppduring the period the current crop advanceusstanding. The
Company generally advances the inputs at a prigeishgreater than its cost, which results in akmgr on the inputs. The
suppliers then utilize these inputs to grow tobaedoich the Company is contractually obligated twghase. Upon delivery
of tobacco, part of the purchase price to the sepd paid in cash and part through a reductiothefadvance balance. The
advances applied to the delivery are then reclassgedof advances and included as unprocessed myenidvances to
tobacco suppliers are accounted for utilizing & assumulation methodology.

The Company has current and noncurrevarazes to tobacco suppliers. The current advareesent the cost of the
seeds, fertilizer and other materials that are ack@ for the current crop of inventory. The nonentradvances generally
represent the cost of advances to suppliers foastructure, such as curing barns, which is alsowered through the delivery
of tobacco to the Company by the suppliers. Assaltef various factors in a given crop year (weattetc.) not all suppliers
are able to settle the entire amount of advancesafe due that year. In these situations, the @oasnmay allow the suppliers
to deliver tobacco over future crop years to recageadvances. The advance balances that arerefever future crop years
are also classified as noncurrent.

Advances to tobacco suppliers are caatezbst and evaluated for recoverability. Theizadility evaluation process is
similar to that of the LCM evaluation process foventories. The Company evaluates its advancesetmverability by crop
and country. The Company reclasses the advanceéatory at the time suppliers deliver tobacco. phechase price for the
tobacco delivered by the suppliers is based on etgices. Two primary factors determine the maxkdtie of the tobacco
suppliers deliver: the quantity of tobacco deliveamd the quality of the tobacco delivered. Themfthe Company ensures its
advances are appropriately stated at the loweostfar estimated recoverable amounts.
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(in thousands)

Note 1— Significant Accounting Policiggontinued)

Advances to Tobacco Suppliergontinued)

Upon delivery of tobacco, part of the ghase price to the supplier is paid in cash antdtpesugh a reduction of the
advance balance. If a sufficient value of tobaiscoot delivered to allow the reduction of the emtidvance balance, then the
Company first determines how much of the deficiefioy the current crop is recoverable through futgreps. This
determination is made by analyzing the supplietslitg-to-deliver a sufficient supply of tobacco.hiE analysis includes
historical quantity and quality of production withonitoring of crop information provided by fieldrs&e technicians related
to flood, drought and disease. The remaining re@dle advance balance would then be classifiedasunrent. Any increase
in the estimate of unrecoverable advances assdaidth the noncurrent portion is charged to cosgabds and services sold
in the income statement when determined. Amouatserpected to be recovered through current omdéutmops are then
evaluated to determine whether the yield is comsiti¢o be normal or abnormal. If the yield adjustinis normal, then the
Company capitalizes the applicable variance inctimeent crop of inventory. If the yield adjustméstconsidered abnormal,
then the Company immediately charges the applicadiiance to cost of goods and services sold irirtbeme statement. A
normal yield adjustment is based on the range odaaverability for the previous three years by ¢oun

The Company accounts for its advance®bacco suppliers using a cost accumulation moalkich results in the
reporting of its advances at the lower of costemorerable amounts exclusive of the mark-up aretést. The mark-up and
interest on its advances are recognized upon dglafetobacco as a decrease in the cost of theouarop. The mark-up and
interest capitalized or to be capitalized into imegy for the current crop was $24,995 and $50&86f March 31, 2011 and
2010, respectively. Unrecoverable advances argf aitsts capitalized or to be capitalized intodheent crop was $15,221
and $25,135 at March 31, 2011 and 2010, respeytivEhe following table reflects the classificatiohadvances to tobacco
suppliers:

March 31, 2011 March 31, 2010
Curren $ 74,556 $ 70,74¢
Noncurrent 12,706 36,824
$ 87,26: $107,57:

Noncurrent advances to tobacco suppdiersecorded in other noncurrent assets in theotidased balance sheet.

Unrecovered amounts expensed directlgoti of goods and services sold in the income reté for abnormal yield
adjustments or unrecovered amounts from prior crege $1,350, $6,385 and $1,074 for the years eMbath 31, 2011,
2010 and 2009, respectively. Normal yield adjustimane capitalized into the cost of the currenpand are expensed as cost
of goods and services sold as that crop is sold.

Guarantees

The Company and certain of its foreign subsidiagiegrantee bank loans to suppliers to finance theps. Under longer-term
arrangements, the Company may also guarantee figaran suppliers’ construction of curing barns dhes tobacco
production assets. The Company also guaranteés|deams to certain tobacco cooperatives to assthttive financing of their
suppliers’ crops. Guaranteed loans are generalbaid concurrent with the delivery of tobacco te @ompany. The
Company is obligated to repay any guaranteed lbanld the supplier or tobacco cooperative defalifltdefault occurs, the
Company has recourse against the supplier or catiper The following table summarizes amounts gngeed and the fair
value of those guarantees:

March 31, 2011 March 31, 2010
Amounts guaranteed (not to exceed) $ 119,114 $ 184,575
Amounts outstanding under guarantee 102,550 184,382
Fair value of guarantees 4,575 13,478

Of the guarantees outstanding at Marct2811 approximately 84% expire within one year #redremainder within five
years. The fair value of guarantees is recordefcitrued Expenses and Other Current Liabilitieghisn consolidated balance
sheets and included in crop costs.
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Note 1— Significant Accounting Policiggontinued)

Guarantees(continued)

In Brazil, some suppliers obtain governtreubsidized rural credit financing from local bartkat is guaranteed by the
Company. The Company withholds amounts owed tolmrspelated to the rural credit financing of teplier upon delivery
of tobacco to the Company. The Company remits paysi® the local banks on behalf of the guarantegypliers. Terms of
rural credit financing are such that repaymentus tb local banks based on contractual due datesfMarch 31, 2011 and
2010, respectively, the Company had balances of7$B7and $55,926 that were due to local banks dmlbef suppliers.
These amounts are included in accounts payableindnsolidated balance sheets.

Goodwill and Other Intangibles
Goodwill represents the excess of purchase prieg air value of net assets acquired, and is akmt#o the appropriate
reporting unit when acquired. Goodwill is not anmedl; rather it is evaluated for impairment annuall whenever events or
changes in circumstances indicate that the valuth@fasset may be impaired. Goodwill is evaludtedimpairment by
determining the fair value of the related reportingt. Fair value is measured based on a discoucdstl flow method or
relative market-based approach. If the carrying@mof goodwill exceeds its fair value, an impairneharge is recorded.
The Company has no other intangible asséh indefinite useful lives. It does have oth@angible assets, production
and supply contracts and a customer relationshgmgible asset as well as internally developedwsott that is capitalized into
intangibles. These intangible assets are statemmattized cost and tested for impairment whendaetors indicate the
carrying amount may not be recoverable. Supplyrects are amortized based on the expected realizat the benefit over
the term of the contracts ranging from three t@ fjears. Production contracts and the customatigethip intangible are
both amortized on a straight-line basis rangingnffive to ten years and twenty years, respectivé@lye amortization period is
the term of the contract or, if no term is specifia the contract, management’s best estimateefiieful life based on past
experience. Internally developed software is aixedt on a straight-line basis over five years otiee software testing is
complete. Events and changes in circumstance iittagr @esult in a revision in the estimated uséifal or impairment of an
intangible resulting in revaluation of the asselugato its fair value. See Note 5 “Goodwill andhét Intangibles” to the
“Notes to Consolidated Financial Statements” fottfer information.

Other Noncurrent Assets

For the year ended March 31, 2011, other noncuegsets consist primarily of long-term VAT and &stiate tax receivables of
$37,359, long-term advances to suppliers of $12at@6long-term recoverable income taxes of $11,366x the year ended
March 31, 2010, other noncurrent assets consistapilly of long-term VAT and intrastate tax receileshof $31,230 and long-
term advances to suppliers of $36,824.

Property, Plant and Equipment
Property, plant and equipment at March 31, 2011281, are summarized as follows:

2011 2010
Land $ 25,295 $ 20,983
Buildings 184,888 156,886
Machinery and equipment 170,349 158,809
Total 380,532 336,678
Less accumulated depreciation 143,444 143,454
Total property, plant and equipment, net $ 237,088 $ 193,224

Property, plant and equipment is statecbat less accumulated depreciation. Provisionglépreciation are computed
on a straight-line basis at annual rates calcul@edmortize the cost of depreciable properties thveir estimated useful lives.
Buildings, machinery and equipment and technoldgqaipment are depreciated over ranges of 20 tped@s, 5 to 10 years
and 3 to 5 years, respectively. The consolidateantial statements do not include fully depredatssets. Depreciation
expense recorded in cost of goods and serviced@ottle years ended March 31, 2011, 2010 and 2@(9$20,699, $21,714
and $22,944, respectively. Depreciation expenserded in selling, administrative and general espefor the years ended
March 31, 2011, 2010 and 2009 was $2,915, $2,983%81094, respectively. For fiscal 2011, totalgedy and equipment
purchases, including internally developed softwatangibles, were $70,608 of which $3,141 was uhg&iMarch 31, 2011
and included in accounts payable. Included in fi@H 1 purchases is $43,775 for a new tobacco psig facility in the
State of Santa Catarina by the Company’s subsidiaByazil. The plant has an annual productionacity of 70 million kilos
and began processing with the 2011 crop.
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Note 1— Significant Accounting Policiggontinued)

Property, Plant and Equipment (continued)

Estimated useful lives are periodicakyiewed and changes are made to the estimated! liseki when necessary.
Long-lived assets are reviewed for indicators opainment whenever events or changes in circumssaimtbcate that the
carrying amount may not be recoverable. The etialuas performed at the lowest level of identifettash flows. An
impairment loss would be recognized when estimatetiscounted future cash flows from the use ofab®et and its eventual
disposition are less than its carrying amount. Mesrsent of an impairment loss would be based omxess of the carrying
amount of the asset over its fair value. Fair vakighe amount at which the asset could be bougltolsl in a current
transaction between willing parties and may bemesd using a number of techniques, including guotarket prices or
valuations, present value techniques based on &stnmof cash flows, or multiples of earnings oreraie performance
measures.

A component of a business that is eithgposed of or held for sale is reported as dissoatl operations if there will be
no significant involvement in such operations ie fhture. The Company has made such decisiongdn years concerning
tobacco operations in Mozambique and its wool ap@ra. These operations are reported as discadimperations in the
financial statements and have resulted in incon®46f7 in 2009. The Company completed the liquisthatif these operations
as of March 31, 2009. See Discontinued Operatietsw for further information.

Assets Held For Sale

The Company classifies assets as “Assets Held Bt@” Svhen the company has committed to a plan tbtke assets,
including the initiation of a plan to locate a buyde assets are available for immediate sale,taagrobable that the assets
will be sold within one year based on its curremmdition and sales price. Upon classifying theessas held for sale, the
assets are recorded at the lower of historical codtir value less selling costs and depreciatouiscontinued. Assets
classified as held for sale were $413 and $819atM31, 2011 and 2010, respectively.

Derivative Financial Instruments

The Company uses forward or option currency cotgréx protect against volatility associated withta® non-U.S. dollar
denominated forecasted transactions. The Compaey dot currently deem underlying criteria to befqmtly matched and
therefore does not believe the currency contraatdify for hedge accounting as defined by generaligepted accounting
principles. As a result, the Company has recoidedme (expense) of $5,679, $11,448 and $(3,708} inost of goods and
services sold for the years ended March 31, 20010 &nd 2009, respectively. The Company has asorded income of
$95, $3,640 and $879 in its selling, administratwel general expenses for the years ended Marck031, 2010 and 2009,
respectively. See Note 6 “Derivative and OtheraRtial Instruments” to the "Notes to Consolidaté@thRcial Statements" for
further information.

Income Taxes

The Company uses the asset and liability metha@ttount for income taxes. The objective of thetamse liability method is
to establish deferred tax assets and liabilitiestfe temporary differences between the finan@pbrting basis and the income
tax basis of the Company’s assets and liabilittesnacted tax rates expected to be in effect wheh amounts are realized or
settled.

The Company’s annual tax rate is baseifsancome, statutory tax rates and tax plannipgootunities available to it in
the various jurisdictions in which it operates. Taws are complex and subject to different intetadiens by the taxpayer and
respective governmental taxing authorities. Sigaift judgment is required in determining tax exggeand in evaluating tax
positions, including evaluating uncertainties. T@mpany reviews its tax positions quarterly angistd the balances as new
information becomes available.

Deferred income tax assets represent atacavailable to reduce income taxes payable oabtaxincome in future
years. Such assets arise because of temporaryedities between the financial reporting and taxdasassets and liabilities,
as well as from net operating loss and tax cregityforwards. The Company evaluates the recovétalof these future tax
deductions by assessing the adequacy of futureceeghbdaxable income from all sources, includingersal of taxable
temporary differences, forecasted operating easnamgl available tax planning strategies. Theseceswf income inherently
rely on estimates. The Company uses historicalrepee and short and long-range business foretagt®vide insight. The
Company believes it is more likely than not thapation of the deferred income tax assets may expirused and has
established a valuation allowance against themhodiigh realization is not assured for the remairdeferred income tax
assets, the Company believes it is more likely thainthe deferred tax assets will be fully recobézawithin the applicable
statutory expiration periods. However, deferredaasets could be reduced in the near term if et taxable income are
significantly reduced or available tax planningastgies are no longer viable. See Note 12 “Incdiaees” and Note 16
“Contingencies and Other Information” to the “NotesConsolidated Financial Statements” for furtiméormation.
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Note 1— Significant Accounting Policiggontinued)

Stock-Based Compensation

The Company expenses the fair value of grants nbws stock-based compensation programs at fairevalzer the vesting
period of the awards. The fair value of stock @miis estimated at the date of grant using thekB&choles-Merton option
valuation model which was developed for use innesting the fair value of exchange traded optiorad tlave no vesting
restrictions and are fully transferable. Optionuadion methods require the input of highly subjeetassumptions, including
the expected stock price volatility. See Note Btotk-Based Compensation” to the “Notes to Conatdid Financial
Statements” for further information.

Supplemental Disclosures of Cash Flow Information
During fiscal 2009, non-cash investing activitiasluded $17,184 related to the net settlement ifigo currency derivatives
and a supply contract valued at $7,844 of whic®3$% was unpaid and included in accrued expenddsiath 31, 2009.

New Accounting Standards

Recently Adopted Accounting Pronouncements
On April 1, 2010, the Company adopted new accogrgindance on accounting for transfers of finanagsdets. The objective
of this accounting guidance is to improve the ratee, representational faithfulness, and compaiabii the information that
a reporting entity provides in its financial reogtbout a transfer of financial assets; the effetts transfer on its financial
position, financial performance, and cash flows] artransferor’'s continuing involvement in transéer financial assets. The
Company adopted this new accounting guidance witmaterial impact to its financial condition andults of operations.
See Note 17 “Sale of Receivables” to the “NoteSaasolidated Financial Statements” for further dieta

On April 1, 2010, the Company adopted resgounting guidance on accounting for variablerége entities. The
objective of this accounting guidance is to impréimancial reporting by enterprises involved withriable interest entities and
to provide more relevant and reliable informatiorusers of financial statements. The Company a&dioiiis new accounting
guidance with no material impact to its financiahdition and results of operations. See Note Jialde Interest Entities” to
the “Notes to Consolidated Financial Statementsfdcther details.

Recent Accounting Pronouncements Not Yet Adopted

In October 2009, the FASB issued new accountingapge on accounting for multiple-deliverable reveatrangements. The
objective of this accounting guidance is to addtbssaccounting for multiple-deliverable arrangetaeto enable vendors to
account for products or services (deliverablessmply rather than as a combined unit. This adogirguidance will be
effective for the Company on April 1, 2011. The Qmamy does not expect the impact of this new ac@ogiiguidance to have
a material impact on its financial condition oruks of operations.

In January 2010, the FASB issued new auibog guidance on fair value measurements andatigobs. This guidance
requires reporting entities to disclose separateyamounts of significant transfers in and outefel 1 and Level 2 fair value
measurements and describe the reasons for théetrsns will also require reporting entities toegent separately information
about purchases, sales, issuances, and settlenment®ir Level 3 fair value reconciliations. Thewnalisclosures and
clarifications of existing disclosures (the Levedrdd Level 2 changes) were effective for the CoanJanuary 1, 2010 with
no material impact to the Company. The disclosatssut purchases, sales, issuances, and settlemehtsroll forward of
activity in Level 3 fair value measurements will &igective for the Company on April 1, 2011. Then@any does not expect
these new disclosure requirements to have a mar@pact on its financial condition or results gfeyations.
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ITEM 8. EINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA (continued)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Alliance One International, Inc. and Subsidiaries
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Note 1— Significant Accounting Policiggontinued)
Computation of Earnings (Loss) Per Common Share

Computation of Earnings (Loss) Per Common Share

Years Ended March 31,

(in thousands, except per share data) 2011 2010 2009
BASIC EARNINGS (LOSS)
Amounts attributable to Alliance One Internationat.
Income (loss) from continuing operations $(71,551) $ 79,167 $ 132,151
Income from discontinued operations, net of tax - - 407
Net income (loss) attributable to Alliance Onéelnational, Inc. $ (71,551) $ 79,167 $ 132,558
SHARES
Weighted Average Number of Shares Outstanding el 88,627 88,359
BASIC EARNINGS (LOSS) PER SHARE
Income (loss) from continuing operations $0.81) $ 0.89 $ 1.50
Income from discontinued operations, net of tax - - -
Net income (loss) $ (0.81) $ 0.89 $ 1.50
DILUTED EARNINGS (LOSS)
Income(loss)from continuing operatiol $ (71,551 $79,16° $132,15:
Plus interest expense on 5 %2% convertible notsHf tax -* 3,072 -
Income (loss) from continuing operations, netaofas adjusted (71,551) 82,239 132,151
Income from discontinued operations, net of tax - - 407
Net income (loss) attributable to Alliance Onégetnational, Inc. as adjusted  $ (71,551) $ 82,239 $ 132,558
SHARES
Weighted average number of common shares odisgn 87,799 88,627 88,359
Plus: Restricted shares issued and sharesaplgito stock options
and restricted stock units, net ofrehassumed to be
purchased from proceeds at averag&ehprice -* 413 702
Assuming conversion of 5 %% conveetibbtes -* 17,001 -
Shares applicable to stock warrants X% -* -
Average Number of Shares Outstanding 87,799 106,041 89,061
DILUTED EARNINGS (LOSS) PER SHARE
Income (loss) from continuing operations $0.81) $ 0.78 $ 1.49
Income from discontinued operations - - -
Net income (loss) as adjusted $ (0.81) $ 0.78 $ 1.49

*

*%

Assumed conversion of convertible notes atlteginning of the period has an antidilutive effestearnings (loss) per
share. All outstanding restricted shares and shapplicable to stock options and restricted stouks are excluded
because their inclusion would have an antidiluéffect on the loss per share.

For the year ended March 31, 2011 and 2010wheants were not assumed exercised because thasexgrice was

more than the average price for the period.

The weighted average number of common shares adtsetais reported as the weighted average of ttat $hares of common
stock outstanding net of shares of common stoctt bgla wholly owned subsidiary. Shares of commorksowned by the
subsidiary were 7,853 at March 31, 2011 and 200fis subsidiary waives its right to receive dividerand it does not have

the right to vote.

Certain potentially dilutive options wemnet included in the computation of earnings pdutdd share because their
exercise prices were greater than the average imprice of the shares of common stock during theopeand their effect
would be antidilutive. These shares totaled 4,848 weighted average exercise price of $6.30 lp@mesat March 31, 2011
and 1,622 at a weighted average exercise pric&.60B%er share at March 31, 2010.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS _ (continued)
Alliance One International, Inc. and Subsidiaries
(in thousands)

Note 1— Significant Accounting Policiggontinued)

Computation of Earnings (Loss) Per Common Sharécontinued)

In connection with the offering of the@pany’s 5 ¥2% Convertible Senior Subordinated Ndtes2014, issued on July
2, 2009 (the “Convertible Notes”), the Company esdeinto privately negotiated convertible note hedgansactions (the
“convertible note hedge transactions”) equal torthenber of shares that underlie the Company’s Quitnle Notes. These
convertible note hedge transactions are expectedtdace the potential dilution of the Company’s coon stock upon
conversion of the Convertible Notes in the eveat the value per share of common stock exceedwitied conversion price
of $5.0280 per share. These shares were not iedlirdthe computation of earnings per diluted sleause their inclusion
would be antidilutive.

On July 28, 2010, the Company’s boardiggctors authorized the purchase up to $40,006 @ommon stock through
June 30, 2012. As of March 31, 2011, the Compasygurchased 2,380 shares of its common stockaatighted average
price paid per share of $3.78.

Concentration of Credit Risk
The Company may potentially be subject to a comadioh of credit risks due to tobacco supplier awbes and trade
receivables relating to customers in the tobacdostry as well as cash which is deposited with Juigidit-quality financial
institutions. See Note 14 “Segment Information'the “Notes to Consolidated Financial Statements féirther information
of particular concentrations.

Preferred Stock

The Board of Directors is authorized to issue shaifePreferred Stock in series with variations@the number of shares in
any series. The Board of Directors also is autlearito establish the rights and privileges of ssighres issued, including
dividend and voting rights. At March 31, 2011, d@) shares of preferred stock were authorized andhares had been
issued.

Discontinued Operations
The Company continually evaluates its componentaijmns to assure they are consistent with itsiass plan. Results of
operations of our business reported as discontiopedations were as follows:

Year Ended March 31, 2009 Mozambique Wool Total
Income from discontinued operations, net of tax:
Income from discontinued operations, before tax 87 $ 320 $ 407
Income tax expense - - -
Income from discontinued operations, net of tax 8% $ 320 $ 407

As of March 31, 2009, the Company had completedidiuédation of its discontinued operations.

Note 2— Inventories

March 31, 2011 March 31, 2010
Processed tobacco $ 525,759 $ 417,996
Unprocessed tobacco 230,831 354,155
Other 43,775 51,996
$ 800,365 $ 824,147

See Note 1 “Significant Accounting Policies - Intanies” to the “Notes to Consolidated Financialt&taents” for further
information on the costs that comprise the invgnb@lances and the LCM testing methodologies.

The Company recorded LCM adjustments 1,443, $1,094 and $313 for the years ended Matc¢l2@11, 2010 and
2009, respectively.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS _ (continued)
Alliance One International, Inc. and Subsidiaries
(in thousands)

Note 3— Variable Interest Entities

On April 1, 2010, the Company adopted new accogngimidance on accounting for variable interesttiesti(“VIES”). This
accounting guidance amended the consolidation ga&lapplicable to VIEs and required additional ldiseres concerning an
enterprise’s continuing involvement with VIEs.

Consolidated Variable Interest Entities
The Company holds a variable interest in one jeeriture in which the Company is the primary bernaficbecause of its
power to direct activities that most significantlypact the economic performance of the entity. TJdiat venture is an
enterprise that serves as a dedicated inventoiylsspurce in Asia and the Company’s variable igéiin this joint venture
relates to working capital advances.

As the primary beneficiary of this VIEhet entity’s material assets and results of oparatiare included in the
Company’s consolidated financial statements. THieviing table summarizes the material carrying antswf the entity’s
assets, all of which are restricted, included sm@owmpany’s consolidated balance sheets at March(31L and 2010.

Assets of Consolidated VIE March 31, 2011 March 31, 2010
Inventory $ 5,195 $ 12,069
Advances to suppliers 1,770 3,746

Amounts presented in the table aboveesicted assets relating to the consolidated Vé&Eaajusted for intercompany
eliminations. Subsequent to year end, the Compamgyinated its relationship with this entity.

Nonconsolidated Variable Interest Entities

The Company holds variable interests in four jaiahtures that are accounted for under the equithadeof accounting.
These joint ventures procure inventory on behalfhef Company and the other joint venture partriEng variable interests
relate to equity investments and advances madehd&yCompany to the joint ventures. In addition, @@empany also
guarantees one of its joint venture’s borrowingscilalso represent a variable interest in thattjeenture. The Company is
not the primary beneficiary, as it does not hawe gbhwer to direct the activities that most sigmifity impact the economic
performance of the entities as a result of thetiestimanagement and board of directors structlinerefore, these entities are
not consolidated. At March 31, 2011 and 2010, tben@any’s investment in these joint ventures was #3land $22,290,
respectively and is classified as Investments icddisolidated Affiliates in the consolidated balasbeets. The Company’s
advances to these joint ventures were $36 and 6&BBlarch, 31, 2011 and 2010, respectively, ancchssified as Accounts
Receivable, Related Parties in the consolidatednioal sheets. The Company guaranteed an amourjbitt &enture not to
exceed $16,982 and $17,121 at March 31, 2011 ah@, 28spectively. The investments, advances aacagtee in these joint
ventures represent the Company’s maximum exposucess.

Note 4— Restructuring Charges

In response to shifting supply and demand balamees the changing business models of the Compamstomers, the
Company began implementing several strategic tia. The first was to begin realigning the Comyps organization by
transitioning the United Kingdom finance and lowistfunctions to the United States in October 2@h@ closing the
Netherlands office in November 2010. In Decemi&t® new leadership was appointed to better posttie Company for
the future. In addition, origin and corporate @tiems were reviewed and initiatives were impleradrtb increase operational
efficiency and effectiveness. As a result, toterges of $14,824 were incurred in connection withreduction in the global
workforce including an impact on the Company’s pem®lans of $1,271. Other restructuring charde®80643 were incurred
primarily related to the relocation of factory ggient in Brazil. The initiatives will continue avéhe coming quarters as the
Company continues to define and execute the nagesisanges to support core business functions.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS _ (continued)
Alliance One International, Inc. and Subsidiaries
(in thousands)

Note 4— Restructuring Chargésontinued)
The following table summarizes the restructuringicenrs as of March 31, 2011, 2010 and 2009:
Years Ended March 31,

Restructuring Charges 2011 2010 2009
Employee separation and other cash charges:
Beginning balance $ - $ 103 $ 2,360
Period Charges:
Employee separation charges 13,474 - 605
Other cash charges (recoveries) 5,863 - (24)
Total employee separation and other cash charges 19,337 - 581
Payments through March 31 (13,144) (103) (2,838)
Ending balance March 31 $ 6,193 $ - $ 103
Other non-cash charges 4,130 - 10
Total restructuring charges $ 23,467 $ - $ 591

The following table summarizes cash payiésr employee separation and other cash chaogdbd years ended March
31, 2011, 2010 and 2009.

Year Ending March 31, Total
Cash Payments by Year 2011 2010 2009 Payments
Employee separation and other cash charges $ 19,337 $ - $ 581
Cash paid 2009 - - (548) $ (548)
Cash paid 2010 - - (33) $ (33
Cash paid 2011 (13,144) - - $ (13,144)
Balances at March 31, 2011 $ 6,193 $ - $ =

The following table summarizes the empéyeparation and other cash charges recorded iCdhgpany’s South
America and Other Regions segments as of MarcR2(&ll1, 2010 and 2009:

Years Ended March 31,

Employee Separation and Other Cash Charg: 2011 201( 200¢
Beginning balance: $ = $ 103 $ 2,360
South Americ - - 134
Other regions - 103 2,226
Period charge $ 19,33% $ - $ 581
South Americ 7,58¢ - 47
Other regions 11,748 - 534
Payments through March : $ (13,1449 $(103 $(2,638)
South Americ (6,51¢) - (181
Other regions (6,628) (203) (2,657)
Ending balance March 2 $ 6,19 $ - $ 103
South Americ 1,073 - -
Other regions 5,120 - 103

Non-cash charges related to the South Amesegment were $2,860 during the year ended Maitcl2011. Non-cash
charges related to the Other Regions segment we2/®& and $10 during the years ended March 31, 201dl 2009,
respectively.

-50 -



ITEM 8. EINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA (continued)
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Note 5— Goodwill and Other Intangibles

The Company tests the carrying amount of goodwiliually as of the first day of the last quartertioé fiscal year and
whenever events or circumstances indicate that inneat may have occurred. The Company evaluatedjgodwill for
impairment during fiscal 2011, 2010 and 2009 anémened that no impairment was required.

The carrying value of other intangiblesets as of March 31, 2011 represents custometordaip, production and
supply contracts and internally developed softwafithese intangible assets were determined by mamageto meet the
criterion for recognition apart from goodwill andve finite lives. The Company uses judgment iressiag whether the
carrying amount of its intangible assets is noteexgd to be recoverable over their estimated ranwinseful lives.
Amortization expense associated with these intdagssets was $5,094, $5,618 and $3,412 for thes yraled March 31,
2011, 2010 and 2009, respectively and is recondaeélling, administrative and general expenses.

The Company began implementing a new Ey&fem in fiscal 2008 and capitalized certain codts intangible assets
within the consolidated balance sheet in accordantegenerally accepted accounting principles. oA$/arch 31, 2011, the
Company had incurred $15,125 of capitalizable castociated with the ERP implementation and $64@apitalizable costs
related to other internally developed software @ct§. The ERP system was placed in service itJtlieed States, Brazil and
the United Kingdom during fiscal 2009, in Tanzaai Kenya during fiscal 2010 and in Malawi, Canatianbia, Argentina,
the Netherlands, Russia and Guatemala during f&@HB1. Amortization of the final accumulated castteach location is over
a five year useful life.

Goodwill and Intangible Asset Rollforward

Unamortizable

Goodwill Amortizable Intangibles
Production Internally
Other Customer and Supply Developed
Regions Relationship Contract Software
Segment Intangible Intangibles Intangible Total
Weighted average remaining
useful life in years as of
March 31, 2011 - 14 5 3
March 31, 2009 balance:
Gross carrying amount $ 2,794 $ 33,700 $ 7,844 $ 13,776 $ 58,114
Accumulated amortization - (6,529) (270) (1,438) (8,237)
NetMarch 31, :009 balanc 2,79¢ 27,171 7,57¢ 12,33¢ 49,877
Additions - - 49 683 732
Amortization expense - (1,685) (1,182) (2,751) (5,618)
NetMarch 31, 201 balanc 2,794 25,48¢€ 6,441 10,27( 44,991
Additions - - - 1,308 1,308
Amortization expense - (1,685) (496) (2,913) (5,094)
NetMarch 31, 201 balanc $ 2,79« $ 23,80 $ 5,94¢ $ 8,66 $41,20¢

Estimated Intangible Asset AmortizatioxpEnse:

Production Internally
Customer and Supply Developed
For Fiscal Relationship Contract Software
Years Ended Intangible Intangible Intangible * Total
2012 $ 1,685 $ 1,173 $ 3,086 $ 5944
2013 1,685 1,251 3,154 6,090
2014 1,685 1,251 1,715 4,651
2015 1,685 1,173 402 3,260
2016 1,685 1,097 240 3,022
Later 15,376 - 68 15,444
$ 23,801 $ 5,945 $ 8,665 $ 38,411

* Estimated amortization expense for the integndiveloped software is based on costs accumuéasted March 31, 2011.
These estimates will change as new costs avergd and until the software is placed into servitall locations.
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Note 6— Derivative and Other Financial Instruments

Fair Value of Derivative Financial Instruments

The Company recognizes all derivative financialtrinments, such as interest rate swap contractsfemeign exchange
contracts at fair value. Changes in the fair validerivative financial instruments are eitheragaized periodically in income
or in shareholders’ equity as a component of otteenprehensive income depending on whether the aterév financial
instrument qualifies for hedge accounting, andifwhether it qualifies as a fair value hedge orsh flow hedge. Estimates
of fair value were determined in accordance withagally accepted accounting principles. The Comdsas elected not to
offset fair value amounts recognized for derivativetruments with the same counterparty under aenagtting agreement.
See Note 18 “Fair Value Measurements” to the “Nate€onsolidated Financial Statements” for furthdormation of fair
value methodology. The following table summaries fair value of the Company’s derivatives by tgieMarch 31, 2011
and 2010.

Fair Values of Derivative Instruments

Assets
Derivatives Not Designated as Hedging Instrumemddd ASC 815: Balance Sheet Account Fair Value
Foreign currency contracts at March 31, 2011 Current Derivative Asset $ 2,543
Foreign currency contracts at March 31, 2610 Current Derivative Asset $ 2,528

(a) The cumulative adjustment for non-performansie was a loss of $3 at March 31, 2011 and a [6$¢ @t March 31, 2010.
Earnings Effects of Derivatives

Foreign Currency Contracts
The Company has entered into forward or optionengy contracts to protect against volatility asasted with certain non-
U.S. dollar denominated forecasted transactiortses@& contracts are for green tobacco purchasegranessing costs as well
as selling, administrative and general costs atmpany deems necessary. These contracts do ebtmeerequirements for
hedge accounting treatment under generally acceqteolunting principles, and as such, changes invédile are reported in
income each period.

The following table summarizes the eaggieffects of derivatives in the statements of obidated operations for the
years ending March 31, 2011, 2010, and 2009.

Derivatives Not Designated Location of Gain
as Hedging Instruments (Loss) Recognized
Under ASC 815: in Income Gain (Loss) Recognized in Income
2011 2010 2009
Foreign currency contracts  Cost of goods and services sold $5,679 $11,448 $ (3,702)
Foreign currency contracts  Selling, administrative and general expense 95 3,640 879
Total $5,774 $15,088 $ (2,823)
Credit Risk

Financial instruments, including derivatives, expafie Company to credit loss in the event of norfiepmance by
counterparties. The Company manages its exposuoeunterparty credit risk through specific minimunedit standards,
diversification of counterparties, and proceduesnbnitor concentrations of credit risk. If a ctenparty fails to meet the
terms of an arrangement, the Company’s exposummiied to the net amount that would have beeniveck if any, over the
arrangement’s remaining life. The Company doesambicipate non-performance by the counterpartiesreo material loss
would be expected from non-performance by any drseich counterparties.

Note 7— Short-Term Borrowing Arrangements

Excluding all long-term credit agreements, the Camyphas lines of credit arrangements with a nurob&anks under which
the Company may borrow up to a total of $798,599 $619,294 at March 31, 2011 and 2010, respectivélye weighted

average variable interest rate for the twelve meethding March 31, 2011 was 3.5%. At March 31,1284d 2010, amounts
outstanding under the lines were $231,407 and $888respectively. Unused lines of credit at Maddh 2011 amounted to
$553,211 ($416,131 at March 31, 2010), net of 8B letters of credit lines. Certain non-U.Strbaings of approximately
$2,818 and $1,349 have inventories of approxima&2|$49 and $1,353 as collateral at March 31, 20112010, respectively.
At March 31, 2011 and 2010, respectively, $296 $2@4 were held on deposit as a compensating balance
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Note 7— Short-Term Borrowing Arrangemergtentinued)

Subsequent to year end, the Company haseehinto a $30,000 limited recourse receivablelpase program with one of
its lenders. Under the program, the lender takesréceivable payment risk of the customer sulijectsual and customary
covenants, while the Company fulfills contractubligations. Funding of the purchased receivabl@0i% of the face value,
and the Company retains an interest in the remgi®@%0, which is paid at collection.

Note 8— Long-Term Debt

Senior Secured Credit Facility

On July 2, 2009, the Company replaced its previogslit agreement by entering into a Credit Agredn{éme “Credit
Agreement”), with a syndicate of banks that prodider a senior secured credit facility (the “Credicility”) of a three and
one-quarter year $270,000 revolver (the “Revolverfjich initially accrued interest at a rate of LIBlus 2.50%. The
interest rate for the Revolver may increase or eles® according to a consolidated interest covenatige pricing matrix as
defined in the Credit Agreement, plus an applicg@decentage. As of April 7, 2010, the Companyéased the Revolver to
$290,000.

First Amendment On August 24, 2009, the Company closed the Rirsendment to the Credit Agreement which included
allowing the issuance of up to an additional $100,@f Senior Notes due 2016 within 90 days of tlirstFAmendment
Effective Date, amending the definition of ConsatEtd Total Senior Debt to exclude the Existing Semlotes 2005,
amending the definition of Applicable Percentageltoify the effective date of the change in thepAgable Percentage and
modifications to several schedules within the Grédireement.

Second AmendmenOn June 9, 2010, the Company closed the Secomehdment to the Credit Agreement, which included
adding back the Foreign Corrupt Practices Act extinof $19,450 to Consolidated Net Income for ol ended March 31,
2010 and increasing the Maximum Consolidated LeyeeiRatio to 5.25 to 1.00 for the period ending Seybier 30, 2010 and
to 5.00 to 1.00 for the period ending March 31,20The Second Amendment also allowed a subsidifithie Company to
incur indebtedness of up to $25,000 after ceasinget a wholly owned subsidiary, a guarantee byGbenpany of that
indebtedness, the issuance of up to 30% equityesite in the subsidiary to officers, employeesedators, advisory boards
and/or its third parties investors and allow certaistricted payments by the subsidiary.

Third Amendment.On June 6, 2011, the Company closed the Third Ammemd to the Credit Agreement. See Note 21
“Subsequent Event” to the “Notes to ConsolidatathRcial Statements” for further information.

Financial Covenants Certain financial covenants and required finahtios adjust over time in accordance with scieslin
the Credit Agreement. After giving effect to théifl Amendment to the Credit Agreement, the reguésts of those
covenants and financial ratios are as follows:

e a minimum consolidated interest coverage ratio aiflass than 1.90 to 1.00 (1.65 for the quartedingnJune and
September 30, 2011 and 1.80 for the quarter erid@ggmber 31, 2011);

* amaximum consolidated leverage ratio in an amaahimore than a ratio specified for each fiscalrtpraas set forth
in a schedule, which ratio is 5.85 for the quasetedled March 31, 2011, peaks to 7.50 for the quartding September
30, 2011 and reduces to 4.75 by the quarter eridéogmber 31, 2012 and thereafter;

* a maximum consolidated total senior debt to worldapital amount ratio of not more than 0.80 to 14

* maximum annual capital expenditures of $55,000rdufiscal year ending March 31, 2012 and $40,00(nduany
fiscal year thereafter, in each case with a one-gaey-forward for capital expenditures in anycéifyear below the
maximum amount.

The Company continuously monitors its ptiance with the covenants. At March 31, 2011 dodng the fiscal year,
the Company was in compliance with the covenargsdeised by the Third Amendment for the fourthrtg. The Company
records all fees and third-party costs associatéd thve Credit Agreement, including amendmentsetwerin accordance with
accounting guidance for changes in line of credieoolving debt arrangements.
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Note 8— Long-Term Debfcontinued)

Senior Notes
On July 2, 2009, the Company issued $570,000 of $@¥ior Notes due 2016 (the “Senior Notes”) atieepof 95.177% of
the face value. On August 26, 2009, the Companyeidsn additional $100,000 tranche of 10% Senideddue 2016 at a
price of 97.500% of the face value. These addiliamtes form part of the same series as the Sélutes issued on July 2,
2009. The Senior Notes are required to be guardrtgeny “material domestic subsidiaries” of thex@pany as defined in the
indenture governing the Senior Notes. The Compkgg not have a “material domestic subsidiary” atdl 31, 2011.

During fiscal 2011, the Company purclia$85,000 of these notes on the open market. #lthmsed securities were
cancelled leaving $635,000 of the 10% senior notegstanding at March 31, 2011. Associated cashipras and other costs
paid were $1,613. Deferred financing costs andrianadion of original issue discount of $2,040 wareelerated.

Convertible Senior Subordinated Notes

On July 2, 2009, the Company issued $100,000 of% Gbnvertible Senior Subordinated Notes due 2044 ‘(€onvertible

Notes”). The initial purchasers of the Convertibletes were granted an option to purchase up tadaitional $15,000 of
Convertible Notes solely to cover over-allotmentiicli was exercised on July 15, 2009. Holders mayesader their

Convertible Notes, in integral multiples of $1,0pfincipal amount, for conversion into shares of @empany’s common
stock at the then-applicable conversion rate uhtl close of business on the second schedulechgrathy immediately
preceding the maturity date. The initial convensrate for the Convertible Notes is 198.8862 shafesommon stock per
$1,000 principal amount of Convertible Notes. Tduwversion rate is subject to adjustments basedeotain events as
described in the indenture governing the Convextibtes. In addition, holders of these notes hasmain rights and
entitlements upon the occurrence of certain funddaat€hanges (as defined in the indenture goverttiag_onvertible Notes).

Other Senior Notes and Senior Subordinated Notes

The Company applied a portion of the net proceeaim the issuance of the Senior Notes and Converhlates to fund the
purchase of $120,365 of its previously existing ® Genior Notes due 2012 and the purchase, defeasadcredemption of
all of its previously existing 11% Senior Notes 42, 12 %% Senior Subordinated Notes due 20¥26%enior Notes due
2011, 7 ¥% Senior Notes due 2013 and 8% SeniorsNthie 2012, Series B pursuant to an early settleofean cash tender
offer.

As a result of the repurchase, defeasanderedemption of the notes that existed prighéorefinancing, the Company
accelerated approximately $5,591 of deferred fimancosts and $5,563 of amortization of originalis discount during the
year ended March 31, 2010.

During fiscal 2011, the Company purcha$28d,635 of the remaining 8 %2% Senior Notes due 201the open market.
All purchased securities were cancelled leavin@®®,0f the 8 2% senior notes outstanding at Madch2®11. Associated
cash premiums and other costs paid were $650. rigdféinancing costs and amortization of origiredue discount of $282
were accelerated.

Convertible Note Hedge and Warrant Transactions

In connection with the offering of the ConvertitNetes, the Company entered into privately negatiatmvertible note hedge
transactions with three counterparties (“hedge tayparties”) to cover, subject to customary arlitthn adjustments, the
number of shares of the Company’s common stockitiizlly underlie the Convertible Notes and expon the last day that
any Convertible Notes remain outstanding. The Camgmlso entered separately into privately negadiatarrant transactions
relating to the same number of shares of the Cogipaommon stock with the hedge counterparties.

Convertible Note Hedge and Warrant Transactions

The convertible note hedge transactiorseapected to reduce the potential dilution wittpet to the common stock of
the Company upon conversion of the Convertible Blatethe event that the value per share of comnecksas measured
under the convertible note hedge transactionsndutie applicable valuation period, is greater ttraa strike price of the
convertible note hedge transactions, which cornedpdo the $5.0280 per share initial conversiogepnf the Convertible
Notes and is similarly subject to customary anlittbn adjustments. If, however, the price perrehaf the Company’s
common stock, as measured under the warrants, gxdbe strike price of the warrant transactionanguthe applicable
valuation period, there would be dilution from tissuance of common stock pursuant to the warrahte warrants have a
strike price of $7.3325 per share, which is subjeatustomary anti-dilution adjustments and the imaxn number of shares
that could be issued under the warrant transaci®nd$,743,836. The warrants expire in daily ithstants commencing on
October 15, 2014 and ending on April 8, 2015. Bibth convertible note hedge transactions and theamatransactions
require physical net-share settlement and are ateddor as equity instruments.
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Note 8— Long-Term Debfcontinued)

Foreign Seasonal Lines of Credit

The Company has typically financed its non-U.S.raplens with uncommitted unsecured short-term ssadmmes of credit at
the local level. These operating lines are seasomature, normally extending for a term of 18020 days corresponding to
the tobacco crop cycle in that location. Thesdlifes are typically uncommitted in that the lemsldnave the right to cease
making loans and demand repayment of loans atiam. t These loans are typically renewed at theebudf each tobacco
season. As of March 31, 2011, the Company hadoappately $231,407 drawn and outstanding on foreigasonal lines
with maximum capacity totaling $798,599 subjeclirtations as provided for in the Credit Agreeme#tdditionally, against
these lines there was $13,981 available in unuetégt lof credit capacity with $4,859 issued butumaied.

Dividends

Our senior credit agreement restricts our abibitpay dividends or make other distributions orrietstd payments based upon
our consolidated net income and consolidated mstdince April 1, 2008 and the amount of specifestricted investments we
have made since that date. In addition, we mugt bempliance with all terms of the senior credjteement, including the
financial covenants, in order to pay dividendsurepase common stock or make other distributiongsiricted payments. In
addition, the indenture governing our senior ngtagains similar restrictions and also prohibits payment of dividends and
other distributions if we fail to satisfy a ratib @nsolidated EBITDA to fixed charges of at leasi to 1.0. At March 31,
2011, we did not satisfy this fixed charge covenag®. We may from time to time not satisfy thagio.

Summary of Debt
The carrying value and estimated fair value of @mnpany’s long-term debt are $885,155 and $905,&&pectively, as of
March 31, 2011 and $789,337 and $845,642, respdytias of March 31, 2010.

The following table summarizes the Compsudebt financing as of March 31, 2011:

March 31, 2011

Outstanding Lines and
March 31, March 31, Letters Interest Long Term Debt Repayment Schedule
2010 2011 Available Rate 2012 2013 2014 2015 2016 Later

Senior secured credit facility:
Revolver® $ - $ 148,000 $ 142,000 31%®$ - $148000 $ - $ -$ - 3 -
Senior notes:

10% senior notes due 2046 642,225 611,756 - 10.0% - - - - - 611,756
8 Y% senior notes due 201 29,568 6,000 - 8.5% - 6,000 - - - -
Other - - - - - - - - -
671,793 617,756 - - 6,000 - - - 611,756
5 %% convertible senior
subordinated notes due 2014 115,000 115,000 - 5.5% - - - 115,000 - -
Other long-term debt 2,544 4,399 201 8.0% @ 784 890 1,269 1,025 137 294
Notes payable to bank® 188,981 231,407 553,211 3.5% @ - - - - - -
Total debt $978,31¢ $1,116,56. 695,412 $ 784 $154,89C $1,269 $116,02F $137 $ 612,050
Short term $188,981 $ 231,407
Long term:
Long term debt current $ 457 784
Long term debt 788,880 884,371
$ 789,337 $ 885,155
Letters of credit $ 534€ $ 4,85¢ 9,122
Total credit available $ 704,534
I

(1) As of March 31, 2011, pursuant to Section(A)l(iv) of the Credit Agreement, the full RevolgrCommitted Amount was available based
on the calculation of the lesser of the Revolvirggrnitted Amount and the Working Capital Amount.

(2) Weighted average rate for the twelve montiteedrMarch 31, 2011.

(3) Primarily foreign seasonal lines of credit.

(4) Repayment of $611,756 is net of original isdiseount of $23,244. Total repayment will be $685.
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Note 9— Long-Term Leases

The Company has both capital and operating leagéds operating leases are for land, buildings, rmotiles and other
equipment. Rent expense for all operating leases$6,400, $14,499 and $13,821 for the years eaech 31, 2011, 2010
and 2009, respectively. Capital leases are priynfmi production machinery and equipment. Theitediged lease obligations
are payable through 2015. Interest rates are mopat 6.62% to 8.00%. Amortization is includeddapreciation expense.
Minimum future obligations and capitalized amouants as follows:

Capital Operating

Leases Leases
2012 $ 70 $ 9,827
2013 62 6,184
2014 67 3,916
2015 30 3,502
2016 - 3,461
- 9,327

Remaining

$ 229 $ 36,217

Note 10— Equity in Net Assets of Investee Companies

The Company has equity basis investments in corapaicated in Asia which purchase and process ¢tobadhe Asia
investees and ownership percentages are as followanscontinental Leaf Tobacco India Private l{ddia) 49%, Siam
Tobacco Export Company (Thailand) 49%, Adams l@tgomal Ltd. (Thailand) 49%. Summarized finandérgbrmation for
these investees for fiscal years ended March 3111,22010 and 2009 follows:

Years Ended March 31,

Operations Statement Information 2011 2010 2009

Sales $ 112,362 $ 105,123 $ 122,000

Gross Profit 15,057 14,947 12,111

Net Income 5,026 3,994 3,023
March 31,

Balance Sheet Information 2011 2010

Current assets $ 74,468 $ 62,774

Property, plant and equipment and other assets 1B85,8 36,540

Current liabilities 54,283 47,914

Long-term obligations and other liabilities 5,479 5,910

Interests of other shareholders 25,764 23,200

Company’s interest 24,753 22,290

Note 11— Stock — Based Compensation

The Company expenses the fair value of grants nbwa stock-based compensation programs over thngeperiod of the
awards. Awards granted are recognized as compemsatpense based on the grant-date fair valumatd in accordance

with generally accepted accounting principles.
The table below summarizes certain datahfe Company’s stock based compensation plans:

Year Ended March 31,

2011 2010 2009

Compensation Expense for all Stock Based
Compensation Plans $ 4,609 $ 448 $ 5,417
Tax (Expense) Benefits for Stock Based Compensation  $ - $ (748) $1,478
Intrinsic Value of Stock Options Exercised $ 22 $ 59 $ =
Fair Value of Stock Options Vested $ 189 $ 908 $1,337
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Note 11— Stock — Based Compensatignntinued)

The Company’s shareholders approved @8F 2ncentive Plan (the “2007 Plan”) at its Annladeting of Shareholders
on August 16, 2007 and amended the plan at its Ankleeting of Shareholders on August 6, 2009. Z6@7 Plan is an
omnibus plan that provides the flexibility to granvariety of equity awards including stock optiostock appreciation rights,
stock awards, stock units, performance awards acehtive awards to officers, directors and emplsyafethe Company. A
maximum of 8,300 shares may be granted under theg8 amended. As of March 31, 2011, 11,134 eawtrds have been
granted, 3,197 equity awards have been cancelléd@4n vested under the 2007 Plan, leaving 363 starailable for future
awards under the 2007 Plan. Total equity awardstanding are 8,245 inclusive of 7,190 awards @arand outstanding
under the 2007 plan and 1,055 awards granted yprderplans. Shares issued under both the 2007 quid earlier plans are
new shares which have been authorized and destjf@taward under the plans. Individual typeswhels are discussed in
greater detail below.

Stock Option Awards
Stock options allow for the purchase of commonlsiatca price determined at the time the optionrémted. Stock options
generally vest ratably over four years and geneedpire after ten years. The fair value of theggons is determined at grant
date using the Black-Scholes valuation model amtlides estimates of forfeiture based on historécgderience. The fair
value is then recognized as compensation expetedglyaver the vesting term of the options. Theese 2,835 stock options
granted during fiscal year 2011. No stock optimese granted during 2010 and 2009.

Assumptions used to determine the fdnevaf options issued in 2011 include the following

2011
Grant Price $ 3.97
Exercise Price $ 6.00
Expected Life in Years 6.50
Annualized Volatility 59.2%
Annual Dividend Rate 0.00%
Risk Free Rate 2.48%
Fair Value $ 5,540

A summary of option activity for stocktams follows:

Weighted
Weighted Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Options Shares Price Term (Years) Value
Outstanding at March 31, 2008 3,155 6.28
Exercised - -
Forfeited (364) 6.47
Expired (155) 9.23
Outstanding at March 31, 2009 2,636 6.08
Exercised (30) 3.26
Forfeited (173) 6.46
Expired (276) 4.89
Outstanding at March 31, 2010 2,157 6.24
Granted 2,835 6.00
Exercised (35) 2.98
Forfeited (433) 6.91
Expired - -
Outstanding at March 31, 2011 4,524 6.05 7.92 35
Vested and expected to vest at March 31, 201 4,370 6.05 7.85 35
Exercisable at March 31, 2011 1,541 6.01 4.27 35
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Note 11— Stock — Based Compensatignntinued)

Stock Option Awards (continued)

The intrinsic values in the table aboepresent the total pre-tax intrinsic value whiclthis difference between the
Company’s closing stock price and the exerciseepmaltiplied by the number of options. The expemrdated to stock option
awards for 2011, 2010, and 2009 was $2,874, $1,880,$1,320, respectively. Options exercised ih128nd 2010 were
purchased by the tender of existing shares of ngtadders. There were no options exercised in 2009

The table below shows the movement irested options from March 31, 2010 to March 31, 2011

Weighted
Average Grant Aggregate
Date Fair Grant Date
Shares Value Fair Value
Unvested March 31, 2010 510 3.81 $1,941
Granted 2,835 1.95 5,540
Forfeited (283) 4.06 (1,149)
Vested (79) 2.39 (189)
Unvested March 31, 2011 2,983 2.06 $ 6,143

As of March 31, 2011, there is $3,623unkarned compensation, net of expected forfeitusdated to stock option
awards which will vest over a weighted average iaing life of 3.8 years.

Restricted Stock

Restricted stock is common stock that is both raorsferable and forfeitable unless and until certainditions are satisfied.
The fair value of restricted shares is determinedm@ant date and is amortized over the vestingogesihich is generally three
years.

Weighted Average

Grant Date

Restricted Stock Shares Fair Value
Restricted at March 31, 2008 690 5.58
Granted 146 4.47
Vested (316) 5.57
Forfeited (26) 5.61
Restricted at March 31, 2009 494 5.26
Granted 192 4.25
Vested (271) 4.13
Forfeited (17) 5.95
Restricted at March 31, 2010 398 5.51
Granted 143 3.34
Vested (258) 6.08
Forfeited (27) 5.06
Restricted at March 31, 2011 256 3.77

As of March 31, 2011, there was $318emhaining unamortized deferred compensation assaciaith restricted stock
awards that will be expensed over the remainingieeiperiod through August 6, 2012. Expense reizeghdue to the vesting
of restricted stock awards was $559, $824 and $1f@3the years ended March 31, 2011, 2010 and,2@8fectively.
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Note 11— Stock — Based Compensatignntinued)

Restricted Stock Units

Restricted stock units differ from restricted stackhat no shares are issued until restrictiopsda Certain restricted stock
units vest at the end of a three-year service gesind others vest ratably over a three year peridde fair value of the
restricted stock units is determined on the grat¢ dnd is amortized over the vesting period.

Weighted Average

Grant Date

Restricted Stock Units Shares Fair Value
Outstanding as of March 31, 20C - -
Granted 99 4.47
Forfeited (7) 4.47
Outstanding as of March 31, 2009 92 4.47
Granted 106 4.26
Forfeited (10) 4.39
Outstanding as of March 31, 201 188 4.36
Granted 959 4.57
Vested (5) 4.59
Forfeited (253) 4.58
Outstanding as of March 31, 201 889 4.53

As of March 31, 2011, there was $2,888eafaining unamortized deferred compensation aatsatwith these restricted
stock units that will be expensed over the remajrgervice period through February 9, 2014. Expeesegnized due to the
vesting of these awards was $829, $236 and $9hglthe years ended March 31, 2011, 2010 and 2Gp@c&vely.

Performance Shares

This award differs from restricted stock in that stmares are issued unless and until both servidgparformance conditions
are met. These shares will vest at the end ofoayear performance period but the level of the awdo be earned at the end
of the performance period is contingent upon atta@nmt of specific business performance goals. Ha@g® minimum
performance levels are not attained, compensationed under these awards will be zero. Alterngtjvié the maximum
performance goals described by the plan are attathe awards will be 150% of the plan’s targetie Table below includes
the maximum number of shares that may be earneer thd plan.

Weighted Average

Performance Shares Shares  Grant Date Fair Value
Outstanding as of March 31, 2008 - -
Granted 1,197 4.47
Forfeited (9) 4.47
Outstanding as of March 31, 2009 1,188 4.47
Granted 1,782 4.19
Forfeited (203) 4.36
Outstanding as of March 31, 2010 2,767 4.30
Granted - -
Vested (291) 4.47
Forfeited (496) 4.02
Shares not vesting due to Performan (803) 4.47
Outstanding as of March 31, 2011 1,177 4.26

As of March 31, 2011, the Company antitgpahat none of the performance shares will velgtwever, as of March 31,
2011, there was $5,016 of maximum remaining unameattdeferred compensation associated with thesedswthat could be
earned during the service period through March281,2. Expense (income) recognized due to the ¢agamsting of this
type of award was $163, $(1,514) and $2,656 foytees ended March 31, 2011, 2010 and 2009, regekyct
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Note 11— Stock — Based Compensatigontinued)

Performance-Based Restricted Stock Units

Restricted stock units vest at the end of eithéwa or three year performance period but the |lefehe award to vest is
subject to similar performance criteria as the &temince Shares described above. The awards areaiable in that they
range from zero to 200% of the plan’s target cayditt on the performance level attained. The takelevb includes the
maximum number of restricted stock units that mayarned under the plan.

Performance-Based Weighted Average
Restricted Stock Units Shares Grant Date Fair Value
Outstanding as of March 31, 2008 - -
Granted 150 4.47
Forfeited - -
Outstanding as of March 31, 2009 150 4.47
Granted - -
Forfeited - -
Outstanding as of March 31, 2010 150 4.47
Granted 2,097 4.56
Vested (40) 4.47
Forfeited (698) 4.59
Shares not vesting due to Performan (110) 4.47
Outstanding as of March 31, 2011 1,399 4.55

As of March 31, 2011, the Company antitdgpahat 231 of the performance-based restrictazk stnits will vest. There
is $6,201 remaining unamortized deferred compemsatssociated with the 1,399 restricted stock uhas could potentially
vest through March 31, 2013. Expense (income)geized due to the expected vesting of these awseds $184, $(179) and
$335 during the years ended March 31, 2011, 208®8A9, respectively.

Note 12— Income Taxes

Accounting for Uncertainty in Income Taxes

As of March 31, 2011, 2010 and 2009, the Companyieecognized tax benefits totaled $9,019, $9,00d4 $20,129,
respectively, all of which would impact the Compangffective tax rate if recognized. The followitgble presents the
changes to unrecognized tax benefits during thesyeraded March 31, 2011, 2010 and 2009:

2011 2010 2009
Balance at April 1 $ 9,004 $ 20,129 $ 18,557
Increase for current year tax positions 3,500 2,292 2,075
Increases (reductions) for prior year tax positions 5,539 (1,698) 3,062
Impact of changes in exchange rates (63) 43,66 (3,565)
Reduction for settlements (8,961) (15,383) -
Balance at March 31 $9,019 $ 9,004 $ 20,129

The Company recognizes interest and peraiélated to unrecognized tax benefits in incdaxeexpense. During the
years ended March 31, 2011 and 2010, the Comparuet an additional $2,446 and $11,487, respeygtiwa] interest,
penalties and related exchange losses related recagnized tax benefits. During the year endingdiia3l, 2011, the
Company reduced its accrued interest and penddtieB803 related to settlements and for $3,594tedl#o0 the expiration of
statute of limitations. As of March 31, 2011, amx interest and penalties totaled $7,780 and 81 #&3pectively. As of
March 31, 2010, accrued interest and penaltietetbt7,933 and $3,231, respectively.

During the fiscal year ending March 31120the Company'’s total liability for unrecognizek benefits, including the
related interest and penalties, decreased froml$30p $18,233. The decrease relates to settlsnoém@pproximately $9,763,
expiration of statute of limitations of approximigt&6,013, and increases related to current peaiitiity of approximately
$13,840.

The Company expects to continue accruimgrést expenses related to the remaining unrezegniax benefits.
Additionally, the Company may be subject to flutioias in the unrecognized tax liability due to @mcy exchange rate
movements.
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Note 12— Income Taxe&ontinued)

Accounting for Uncertainty in Income Taxes(continued)

Other than the expiration of an applicatibute of limitations pertaining to an internabunrecognized tax benefit for
the amount of $125, interest of $73 and penalti® $he Company does not foresee any reasonabgjbpmshanges in the
unrecognized tax benefits in the next twelve moriibs must acknowledge circumstances can changetaumexpected
developments in the law. In certain jurisdictiotesy authorities have challenged positions thatGbenpany has taken that
resulted in recognizing benefits that are matddats financial statements. The Company beligt/és more likely than not
that it will prevail in these situations and acdogly have not recorded liabilities for these piosis. The Company expects
the challenged positions to be settled at a tireater than twelve months from its balance sheet dat

The Company and its subsidiaries file &.Uederal consolidated income tax return as weltedurns in several U.S.
states and a number of foreign jurisdictions. Adarch 31, 2011, the Company’s earliest open tearyfor U.S. federal
income tax purposes was its fiscal year ended Mat¢t2008. Open tax years in state and foreigadigtions generally range
from three to six years.

Income Tax Provision
The components of income (loss) before income taggaity in net income of investee companies, niipanterests and
discontinued operations consisted of the following:

Years Ended March 31,

2011 201C 200¢
u.s. $ (51,092 $ (43,645 $ 25,17¢
Non-U.S. 83,941 117,837 84,156
Total. $ 32,849 $ 74,192 $ 109,332

The details of the amount shown for incotaees in the Statements of Consolidated Operatimas Comprehensive
Income (Loss) follow:

Years Ended March 31,

2011 201( 200¢
Current
Federal $ 472 $ - $ -
State - (7,509) 2,469
Non-U.S. 7,346 6,173 22,844
$ 7,81¢ $ (1,33¢) $ 25,31
Deferred
Federal $ 97,311 $ (9,271) $(23,586)
State 631 (631) (682)
Non-U.S. 1,700 7,447 (23,065)
$ 99,64. $ (2,455 $(47,333
Total $ 107,46( $ (3,791 $(22,020

The reasons for the difference betweearmetax expense based on income before income, teg@isy in net income of
investee companies and minority interests and iieuat computed by applying the U.S. statutory faliecome tax rate to
such income are as follows:

Years Ended March 31,

2011 201¢ 200¢
Tax expense at U.S. statutory rate $ 11,497 $25967 $ 38,266
Effect of non-U.S. income taxes (7,322) (16,309) (16,457)
Goodwill amortization (4,640) (8,374) (8,245)
Change in valuation allowance 111,679 (3,345) (31,295)
Increase (decrease) in reserves for uncertaindsiigns 4,489 (8,060) 3,369
Exchange effects and currency translation (7,120) 5,680 (10,370)
Permanent items (1,123) 650 2,712
Actual taxexpensebenefi) $ 107,46( $(3,791 $(22,020
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Note 12— Income Taxe&ontinued)

Accounting for Uncertainty in Income Taxes(continued)
The deferred tax liabilities (assets) @mprised of the following:

March 31, March 31,
2011 2010
Deferred tax liabilities:
Intangible assets $ 9,044 $ 9,685
Fixed assets 9,135 11,137
Total deferred tax liabilities $ 18,179 $ 20,822
Deferred tax assets:
Reserves and accruals $ (77,746) $ (60,678)
Tax credits (48,659) (55,842)
Tax loss carryforwards (63,228) (44,312)
Derivative transactions (12,760) (14,984)
Postretirement and other benefits (29,786) (29,444)
Other (752) (18,915)
Gross deferred tax assets (232,931) (224,175)
Valuation allowance 138,787 27,502
Total deferred tax assets $ (94,144) $ (196,673)
Net deferred tax asset $ (75,965) $ (175,851)
The following table presents the breakdd&tween current and non-current (assets) lisgsilit
March 31, March 31,
2011 2010
Current asset $ (3,955) $ (37,209)
Current liability 6,881 5,930
Non-current asset (82,707) (148,971)
Non-current liability 3,816 4,399
Net deferred tax asset $ (75,965) $ (175,851)

The current portion of deferred tax liayilis included in income taxes.

During the year ended March 31, 2011,nbiedeferred tax asset balance decreased by $24®ifain adjustments not
included in the deferred tax expense (benefitmprily for deferred tax assets related to pensaumuals recorded in equity as
part of Other Comprehensive Income.

For the year ended March 31, 2011, #leation allowance increased by $111,285. Theataln allowance increased
primarily due to changes in management’s judgmenterning the need for valuation allowances rel&tedeferred tax assets
for future deductible temporary differences andagxibute carryovers in the U.S. Recent years’ @lative losses incurred in
the U.S. as of March 31, 2011, combined with thieat$ of certain changes in the market, provideiSi@ant objective
negative evidence in the evaluation of whetherdt®. entity will generate sufficient taxable incotoerealize the tax benefits
of the deferred tax assets. This negative evideanges greater weight than the more subjectisitipe evidence of favorable
future projected income in the assessment of whedadization of the tax benefits of the deferrad assets is more likely than
not. Therefore, based on the weight of presentigdively verifiable positive and negative evidend is management’s
judgment that realization of the tax benefits & tteferred tax assets is less than more likely tiodn

At March 31, 2011, the Company has U.%ifabtax loss carryovers of $83,359, non-U.S. tess Icarryovers of $81,192,
and U.S. state tax loss carryovers of $243,946.th®fon-U.S. tax loss carryovers, $50,182 williexpvithin the next five
years, $2,120 will expire in later years, and $28,8an be carried forward indefinitely. Of the Us&te tax loss carryovers,
$23,781 will expire within the next five years a$i@d20,165 will expire thereafter. At March 31, 201ie Company has
foreign tax credit carryovers in the U.S. of $44,84at expire in 2016.
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Note 12— Income Taxe&ontinued)

Income Tax Provision(continued)

Realization of deferred tax assets is ddpset on generating sufficient taxable income pt@expiration of the loss
carryovers. Although realization is not assurednagement believes it is more likely than not #ilabf the deferred tax
assets, net of applicable valuation allowancedq, véilrealized. The amount of the deferred taxtassensidered realizable
could be reduced or increased if estimates of éutaxable income change during the carryover period

No provision has been made for U.Sooeifjn taxes that may result from future remittangtapproximately $226,971
at March 31, 2011 and $177,899 at March 31, 201Qnafistributed earnings of foreign subsidiariesdose management
expects that such earnings will be reinvested e@asrindefinitely. Determination of the amount ny ainrecognized deferred
income tax liability on these unremitted earnirgaat practicable.

Note 13— Employee Benefits

Retirement Benefits
The Company has multiple benefit plans at severatlons. The Company has a defined benefit labgrovides retirement
benefits for substantially all U.S. salaried persgdrbased on years of service rendered, age andesation. The Company
also maintains various other Excess Benefit andBupental Plans that provide additional benefit§lfpcertain individuals
whose compensation and the resulting benefitsvioald have actually been paid are limited by retjoes imposed by the
Internal Revenue Code and (2) certain individualkey positions. In addition, a Supplemental Retient Account Plan
(SRAP), a defined contribution program, is mainggin

The Company’s policy is to contribute amisuto the plans sufficient to meet or exceed fogdiequirements of local
governmental rules and regulations.

Additional non-U.S. plans sponsored bytaiarsubsidiaries cover substantially all of th#-fume employees located in
Germany, Turkey, Malawi and United Kingdom.

The Company experienced special terminatiosts in connection with its restructuring atids, which have been
recorded in restructuring charges.

A reconciliation of benefit obligationslap assets and funded status of the plans at Maitct2011 and 2010, the
measurement dates, is as follows:

U.S. Plans Non-U.S. Plans
March 31, March 31,
2011 2010 2011 2010

Change in Benefit Obligation

Benefit obligation, beginning

$ 92,258 $ 75,142

$ 64,237 $ 57,085

Service cost 2,113 1,666 1,108 1,969
Interest cost 4,879 5,352 3,951 3,784
Actuarial losses 2,786 16,018 2,431 3,883
Settlements/special termination benefits 259 - 204 11
Effects of currency translation - - 1,895 1,300
Net transfers in 324 - - -
Benefits paid (6,386) (5,920) (5,954) (3,795)

Benefit obligation, ending

Change in Plan Assets

Fair value of plan assets, beginning

$ 96,233 $ 92,258

$ 67,872 $ 64,237

$ 41,867 $ 35,680

$ 36,839 % 27,122

Actual return on plan assets 4,120 8,142 3,737 ,898
Employer contributions 5,655 3,965 6,038 4,022
Plan settlements - - (358) -
Effects of currency translation - - 1,252 592
Benefits paid (6,386) (5,920) (5,954) (3,795)
Fair value of plan assets, ending $ 45,256 $ 41,867 $ 41554 $ 36,839
Net amount recognized $ (50,977) $ (50,391) REB), $ (27,398)
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Note 13— Employee Benefit&ontinued)

Retirement Benefits(continued)

U.S. Plans Non-U.S. Plans
March 31, March 31,
2011 2010 2011 2010

Amounts Recognized in the Consolidated Balance tSbeesist of:
Noncurrent benefit asset recorded in Other NoreitrAssets  $ - $
Accrued current benefit liability recorded in AcedlExpenses

and Other Current Liabilities

(2,756) (2,735)

Accrued noncurrent benefit liability recorded iariion,

Postretirement and Other Long-Term Liabilities

Net amount recognized

(48,221) (47,656)

$ 5B3$ 167
(3,155)  (2,829)

(24,516)  (24,736)

$(50,977'$ (50,391

$ (26,318 $ (27,398)

The pension obligations for all definezhbfit pension plans:

U.S. Plans Non-U.S. Plans
March 31, March 31,
2011 2010 2011 2010

Information for Pension Plans with Accumulated B
Obligation in Excess of Plan Assets:

Projected benefit obligation

Accumulated benefit obligation

Fair value of plan assets

$ 96,233% 92,258
93,798 89,645
45,256 41,867

Net periodic pension costs included til#ving components:

$ 49,562 $46,295
45,841 42,613
21,891 18,731

Service cost
Interest cost
Expected return on plan assets

Amortization of actuarial (gains) losses
Amortization of prior service (credit) cost

Special termination benefits
Effects of settlement

Net periodic pension cost

U.S. Plans Non-U.S. Plans
March 31, March 31,
2010 2009 2011 2010 2009
$ 2,113 $1,666% 1,912 $ 1,108 $1,969 $2,549
5,352 5,029 3,951 3,784 3,836
(3,190)(2,730  (3,410) (2,567) (1,824) (2,848)
(634 (398 276 639 56
4 (194 (308) 19 19 16
- 122 1,012 11 -
- - - (56) (a7) (35)

$3,46C $ 2,947 $ 3,745 $4581 $3,574
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Note 13— Employee Benefit&ontinued)
Retirement Benefits(continued)

The amounts showing in other comprehengiecome at March 31, 2011, March 31, 2010 and meves for the year
were as follows:

U.S. and Non-U.S. U.S. and Non-U.S.

Pension Post-retirement Total
Prior service credit (cost) $ (1,067) $ 8,103 $ 7,036
Net actuarial losses (28,920) (6,237) (35,157)
Deferred taxes 11,176 (693) 10,483
Balance at March 31, 2010 $ (18,811) $ 1,173 $(17,638)
Prior service credit (cost) $ 26 $ (1,605) $ (1,579)
Net actuarial (losses) income (1,712) 852 (1,184)
Deferred taxes (49) 23 (26)
Total change for 2011 $ (1,735) $1,054) $ (2,789)
Prior service credit (cost) $ (1,041) $ 6,498 $ 5,457
Net actuarial losses (30,632) (5,709) (36,341)
Deferred taxes 11,127 (670) 10,457
Balance at March 31, 2011 $ (20,546) $ 119 $ (20,427)

The following weighted average assumiaere used to determine the expense for the pensistretirement, other
postemployment, and employee savings plans asieilo

U.S. Plans Non-U.S. Plans
March 31, March 31,
2011 2010 2009 2011 2010 2009
Discount rate 5.50% 7.50% 6.30% 6.35% 6.69% 6.67%
Rate of increase in future compensa  5.00% 5.00% 5.00% 5.02% 5.08% 4.87%
Expected long-term rate of return on
plan assets 8.00% 8.00% 8.00% 6.85% 6.40% %.50

In order to project the long-term investinreturn for the total portfolio, estimates arepgared for the total return of
each major asset class over the subsequent 1(Qsgead, or longer. Those estimates are based am#ioation of factors
including the current market interest rates andiatén levels, consensus earnings expectationshatarical long-term risk
premiums. To determine the aggregate return fop#esion trust, the projected return of each imllial asset class is then
weighted according to the allocation to that inmestt area in the trust’s long-term asset allocatioiicy.

A March 31 measurement date is used Herpgension, postretirement, other postemploymedtemployee savings
plans. The expected long-term rate of return oetassas determined based upon historical investperibrmance, current
asset allocation, and estimates of future investiperiormance by asset class.

The following assumptions were used tizdrine the benefit obligations disclosed for tk@gion, postretirement, other
postemployment and employee savings plans at MatcB011 and 2010:

U.S. Plans Non-U.S. Plans
March 31, March 31,
2011 2010 2011 2010
Discount rate 5.19% 5.50% 6.10% 6.35%
Rate of increase in future compensation 4.00% 5.00% 4.96% 5.02%

Net gain (loss) and prior service creditests) for the combined U.S. and non-U.S. pengiams expected to be
amortized from accumulated comprehensive incone ret periodic benefit cost during fiscal 2012 $4,259) and ($107),
respectively.
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Note 13— Employee Benefit&ontinued)

Plan Assets
The Company’s asset allocations and the percerdfglee fair value of plan assets at March 31, 2amhdl 2010 by asset
category are as follows:

Target Allocations U.S. Plans Non-U.S. Plans
March 31, March 31, March 31,

(percentages) 2011 2011 2010 2011 2010
Asset Category:
Cash and cash equivalents 2.0% 29% %2.8 1.0% 0.9%
Equity securities 54.0 57.3 60.5 62.0 62.7
Debt securities 25.0 23.1 26.9 25.0 24.1
Real estate and other investments 19.0 16.7 9.8 12.0 12.3
Total 100.0% 100.0% 100.0% 100.0% 100.0%

The Company’s investment objectives argenerate consistent total investment return joguaicipated plan benefits,
while minimizing long-term costs. Financial objees underlying this policy include maintaining plaontributions at a
reasonable level relative to benefits provided asslring that unfunded obligations do not grow teval to adversely affect
the Company’s financial health. Manager perforneaiscmeasured against investment objectives arettilg benchmarks,
including: Salomon 90 Day Treasury Bill, Barcldptermediate Govt. Credit, Barclays Aggregate Indeussell 1000 Value,
Russell 1000 Growth, Russell 2500 Value, Russedl02Growth, and MSCI EAFE. The Portfolio Objectigeto exceed the
actuarial return on assets assumption. Managenegundarly reviews portfolio allocations and perically rebalances the
portfolio to the targeted allocations when consideappropriate. Equity securities do not include €Company’s common
stock. Our diversification and risk control proses serve to minimize the concentration of risker€hare no significant
concentrations of risk, in terms of sector, indystieography or companies.

The fair values for the pension plans by assegoayeare as follows:

U.S. Pension Plans March 31, 2011

Total Level 1 Level 2 Level 3

Cash and cash equivalents $ 1,327 $ 48 $1279 $ =
U.S. equities 12,933 12,933 -
International equities 12,911 12,911 - -
U.S. fixed income funds 7,966 7,966 -
International fixed income funds 2,523 2,523 - -
Other investments:

Diversified funds 3,803 3,298 - 505

Real estate 3,793 - - 3,793
Total $ 45,256 $ 39,679 $1,279 $ 4,298
U.S. Pension Plans March 31, 2010

Total Level 1 Level 2 Level 3

Cash and cash equivalents $ 1,154 $ = $ 1,154 $ =
U.S. equities 12,960 12,960 -
International equities 12,374 12,374 - -
U.S. fixed income funds 4,617 4,617 -
International fixed income funds 2,364 2,364 - -
U.S. corporate bonds 2,404 2,404
U.S. government bonds 1,904 1,904 - -
Other investments:

Diversified funds 861 - - 861

Real estate 3,229 - - 3,229
Total $ 41,867 $ 36,623 $ 1,154 $ 4,090
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Plan Assetqcontinued)

Non-U.S. Pension Plans

March 31, 2011

Total Level 1 Level 2 Level 3

Cash and cash equivalents $ 419 $ 419 $ z $ =
U.S. equities 7,876 7,876 - -
International equities 11,182 4,589 6,593 -
Global equity funds 6,621 - 6,621 -
International fixed income funds 4,355 - 4,355 -
U.S. fixed income funds 2,642 2,642 - -
Global fixed income funds 3,420 1,257 2,163 -
Other investments:

Diversified funds 4,068 1,823 - 2,245

Real estate equities 971 971 - -
Total $ 41,554 $ 19,577 $ 19,732 $ 2,245
Non-U.S. Pension Plans March 31, 2010

Total Level 1 Level 2 Level 3

Cash and cash equivalents $ 352 $ 352 $ = $ =
U.S. equities 7,276 7,276 - -
International equities 12,932 4,340 8,592 -
Global equity funds 2,903 - 2,903 -
International fixed income funds 3,524 - 3,524 -
U.S. fixed income funds 2,489 2,489 - -
Global fixed income funds 2,858 1,094 1,764 -
Other investments:

Diversified funds 3,599 1,740 - 1,859

Real estate equities 906 906 - -
Total $ 36,839 $ 18,197 $ 16,783 $ 1,859

The fair value hierarchy is describedNiote 18 “Fair Value Measurements” to the “NotesCionsolidated Financial

Statements."

A reconciliation of the beginning and smgbalance of pension plan assets that are mahairéair value using

significant unobservable inputs (Level 3) as of &haB1, 2011 is as follows:

U.S. Pension Plans

Non-U.S. Pension Plans

Real Total Total
Diversified estate Level 3 Hedge Diversified Level 3
funds funds Plan assets fund funds Plan assets

Fair value, March 31, 2009 $ 2,107 $3,899 $ 6,006 $1567 $ - $ 1,567
Total gains (losses) (unrealized/realized) 99 (473) (374) 128 100 228
Purchases, sales and settlements net (1,345) (197) (1,542) (1,807) 1,759 (48)
Exchange rate changes - - - 112 - 112
Fair value, March 31, 2010 861 3,229 4,090 - 1,859 1,859
Total gains (unrealized/realized) 15 564 579 - 245 245
Purchases, sales and settlements net (371) - (371) - - -
Exchange rate changes - - - - 141 141
Fair value, March 31, 2011 $ 505 $3,793 $ 4,298 $ - $ 2,245 $ 2,245

Plan assets are recognized and measuffad aalue in accordance with the accounting déads regarding fair value
measurements. The following are general descriptafnasset categories, as well as the valuatiomadetogies and inputs

used to determine the fair value of each majorgmateof plan assets.
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Note 13— Employee Benefit&ontinued)

Plan Assetqcontinued)

Cash and cash equivalents include skont-investment funds, primarily in diversified dotios of investment grade
money market instruments and are valued using duaigrket prices or other valuation methods, and tiassified within
Level 1 or Level 2 of the fair value hierarchy.

Equity securities are investments in camnstock of domestic and international corporationga variety of industry
sectors, and are valued primarily using quoted atgvkices and generally classified within LevehZXhe fair value hierarchy.

Investments in mutual funds are publichded and valued primarily using quoted marketgsrand generally classified
within Level 1 in the fair value hierarchy. Inve®nts in commingled funds are not publicly tradmat, the underlying assets
held in these funds are traded in active markedstl@ prices for these assets are readily observatbldings in commingled
funds are generally classified as Level 2 investsien

Fixed income securities include U.S. Ere@es and agencies, debt obligations of foreigneguments and debt
obligations in corporations of domestic and foreigsuers. The fair value of fixed income securites based on observable
prices for identical or comparable assets, adjustdg benchmark curves, sector grouping, matrigirng, broker/dealer
guotes and issuer spreads, and are generallyfiddssithin Level 1 or Level 2 in the fair valuednarchy.

Real estate investments include thodenited partnerships that invest in various comradrand residential real estate
projects both domestically and internationally. Tag values of real estate assets are typicaltgrd@ned by using income
and/or cost approaches or comparable sales appr@éhg into consideration discount and capitdiora rates, financial
conditions, local market conditions and the statuthe capital markets, and thus are generallysidlad within Level 3 in the
fair value hierarchy.

Other investments include those in lighipartnerships that invest in operating compariasdre not publicly traded on
a stock exchange. Investment strategies in prigqtdty include leveraged buyouts, venture capiiskressed investments and
investments in natural resources. These investmaetyvalued using inputs such as trading multiplesomparable public
securities, merger and acquisition activity anctipg data from the most recent equity financingrgkinto consideration
illiquidity, and thus are classified within Levelir3the fair value hierarchy.

Cash Flows

Contributions
The Company expects to contribute $7,756 to itseftim benefits plans and $5,379 to its foreign fiepkans in 2012.

Estimated Future Benefit Payments
The following benefit payments, which reflect exigecfuture service, as appropriate, are expectée foaid:

Pension Benefits Other Benefits
U.S. Plans Non-U.S. Plans U.S. Plans Non-U.S. Plans
March 31, March 31, March 31, March 31,
2011 2011 2011 2011

2012 $ 8,426 $ 5,344 $ 802 $ 132
2013 7,961 4,755 777 141
2014 6,477 4,551 729 149
2015 8,047 4,818 708 155
2016 7,106 4,371 687 159
Years 2017-2021 34,336 24,473 83B,2 752

The Company sponsors 401-k savings plansnfost of its salaried employees located in thétddnStates. The
Supplemental Executive Retirement Plan and thei@eisjuity Plan were replaced by the SRAP during®0The Company
also maintains defined contribution plans at vasifareign locations. The Company’s contributiomshe defined contribution
plans were $4,531 in 2011, $4,062 in 2010 and $3i32009.
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Postretirement Health and Life Insurance Benefits
The Company provides certain health and life insceabenefits to retired U.S. employees (and tHajibée dependents) who
meet specified age and service requirements. THmegxcludes new employees after September 2008apaithe Company’s
annual cost commitment to postretirement bendfitsdtirees. The Company retains the right, sukifeexisting agreements,
to modify or eliminate these postretirement heali life insurance benefits in the future.

The Company provides certain health afeditisurance benefits to retired Brazilian direstand certain retirees located
in Europe including their eligible dependents wheetrspecified requirements.

The following assumptions were used t@drine non-U.S. Plan postretirement benefit obilégest at March 31:

2011 2010

Discount rate 10.10% 9.67%
Health care cost trend rate assumed for next year .31 8 7.94
Ultimate trend rate 8.31 7.94

A one-percentage-point change in assureattthcare cost trend rates would not have a sigmif effect on the amounts
reported for health care plans.

For 2011 and 2010, the annual rate ofiase in the per capita cost of covered healthlzamefits is not applicable as the
Company’s annual cost commitment to the benefitapped and not adjusted for future medical irdtati

Additional retiree medical benefits areoyided to certain U.S. individuals in accordancehwiheir employment
contracts. For 2011 the additional cost relateithése contracts was $22.

Prior service credits of $1,644 and ungeized net actuarial losses of $405 are expectebetamortized from
accumulated comprehensive income into postretiréimeaithcare benefits net periodic benefit costliercombined U.S. and
non-U.S. postretirement benefits during fiscal 2012

A reconciliation of benefit obligationdap assets and funded status of the plans is lasviol

U.S. Plans Non-U.S. Plans
March 31, March 31, March 31, March 31,
2011 2010 2011 2010
Change in Benefit Obligation
Benefit obligation, beginning $ 9,695 $ 8,137 $1,647 $ 1,669
Service cost 75 60 6 5
Interest cost 511 580 162 187
Plan curtailment - - - (431)
Effect of currency translation - - 140 410
Actuarial losses (gains) a77) 1,736 94 (23)
Benefits paid (620) (818) (154) (170)
Benefit obligation, ending $ 9,484 $ 9,695 $ 1,895 $ 1,647
Change in Plan Assets
Fair value of plan assets, beginning $ - $ - $ - $ -
Employer contributions 620 818 154 432
Benefits paid (620) (818) (154) (432)
Fair value of plan assets, ending $ - $ = $ = $ =
Net amount recognized $ (9,484) $ (9,695) $ (1,895) $ (1,647)

Amounts Recognized in the Consolidated
Balance Sheet Consist of:
Accrued current benefit liability recorded in
Accrued Expenses and Other Current Liabilities (802) $ (794) $ (132) $ (122)
Accrued non-current benefit liability recorded in
Pension, Postretirement and Other Long-Tern
Liabilities (8,682) (8,901) (1,763) (1,525)
Net amount recognized $ (9,484) $ (9,695) $ (1,895) $(1,647)
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Note 13— Employee Benefit&ontinued)

Postretirement Health and Life Insurance Benefitgcontinued)
There are no plan assets for 2011 or 20Né}. periodic benefit costs included the followcmmponents:

U.S. Plans Non-U.S. Plans
March 31, March 31,
2011 2010 2009 2011 2010 2009

Service cost $ 75 $ 60 $ 60 $ 6 $ 5 $ 74
Interest cost 511 580 548 162 187 292
Curtailment - - - - (1,020) (96)
Prior service credit (1,622) (1,622) (1,622) (21) (36) -
Actuarial losses (gains) 434 314 376 (1) (12) -
Net periodic benefit costs (income) $ (602) $ (668) $ (638) $ 146 $ (875) $ 270

The Company continues to evaluate waysetter manage these benefits and control theiscasty changes in the plan
or revisions to assumptions that affect the amotiekpected future benefits may have a signifiedfeict on the amount of the
reported obligation and annual expense. The Coynmampects to contribute $934 to its combined U.&d aon-U.S.
postretirement benefit plans in 2012.

Employees in operations located in certaiher foreign operations are covered by varioustrptirement benefit
arrangements. For these foreign plans, the cdstméfits charged to income was not material inl2@010 and 2009.

Note 14— Segment Information

The Company purchases, processes, sells, and ktafésbacco. Tobacco is purchased in more tBacodintries and shipped
to more than 90 countries. The sales, logistia$ lailing functions of the Company are primarilyno@ntrated in service

centers outside of the producing areas to faalitatcess to our major customers. Within certaalityuand grade constraints,
tobacco is fungible and, subject to these congatustomers may choose to fulfill their needsfiany of the areas where the
Company purchases tobacco.

Based upon management’s evaluation dbpeance using information included in managemepbrts, the Company
believes it has five operating segments. Thedjverating segments are the geographic segmentgcaAsia, Europe, North
America and South America. In reviewing these apens, the Company concluded that the economiractexistics of South
America were dissimilar from the other operatingreents. Based on this fact, the Company is dis@ioSouth America
separately and has aggregated the remaining foeratipg segments, Africa, Asia, Europe and NortheAoa into one
reportable segment “Other Regions”. The Compamgloaled that these operating segments have siloilgrterm financial
performance and similar economic characteristiesaich of the following areas:

the nature of the products and services;

the nature of the production processes;

the type or class of customer for their prodactd services;

the methods used to distribute their producgrovide their services; and
the nature of the regulatory environment.

PoooTp

Selling, logistics, billing, and admingtive overhead, including depreciation, which wrages primarily from the
Company’s corporate and sales offices, are alldcatehe segments based upon segment operatiniécdhe Company
reviews performance data from purchase throughlssed on the source of the product and all intepamy transactions are
allocated to the region that either purchases acgsses the tobacco.
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Years Ended March 31,

Analysis of Segment Operations 2011 2010 2009
Sales and other Operating Revenues:
South America $ 714,371 $ 828,572 $ 865,127
Other Regions 1,379,691 1,479,727 1,393,092
Total Revenue $ 2,094,062 $ 2,308,299 $ 2,258,219
Operating Income:
South America $ 62,577 $ 84,191 $ 75,815
Other Regions 70,297 139,623 128,647
Total Operating Income 132,874 223,814 204,462
Debt Retirement Expense 4,584 40,353 54 9
Interest Expense 102,696 113,819 97,984
Interest Income 7,255 4,550 3,808
Income Before Income Taxes and Other ltems $ 32,849 $ 74,192 $ 109,332
Years Ended March 31,
Analysis of Segment Assets 2011 2010 2009
Segment Assets:
South America $ 690,428 $ 806,088 $ 939,234
Other Regions 1,117,902 1,105,111 819,285
Total Assets $ 1,808,330 $ 1,911,199 $ 1,758,519
Trade and Other Receivables, Net
South America $ 72,926 $ 41,920 $ 41,503
Other Regions 206,978 165,467 134,202
Total Trade and Other Receivables, Net $ 279,904 $ 207,387 $ 175,705
Goodwill:
Other Regions $ 2,794 $ 2,794 $ 2,794
Equity in Net Assets of Investee Companies:
Other Regions $ 24,753 $ 22,290 $ 20,763
Depreciation and Amortization:
South America $ 8,933 $ 9,206 $ 8,785
Other Regions 19,283 19,907 20,492
Total Depreciation and Amortization $ 28,216 $ 29,113 $ 29,277
Capital Expenditures:
South America $ 49,289 $ 6,380 $ 2,262
Other Regions 21,319 11,072 18,980
Total Capital Expenditures $ 70,608 $17,452 $ 21,242
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Note 14— Segment Informatioftontinued)
Geographic information as to sales ahe@mobdperating revenues is based on the destinatitire product shipped. The

Belgium destination represents a customer ownedgtoand distribution center from which the tobawidbbe shipped on to
manufacturing facilities.

Years Ended March 31,

Sales by Destination 2011 2010 2009

Sales and Other Operating Revenues:
United States $ 302,992 $ 323,521 $ 322,277
Belgium 274,534 491,024 447,475
China 167,676 129,810 147,761
Russia 153,646 132,565 115,230
Germany 123,858 121,023 109,283
Netherlands 107,908 123,705 124,245
Indonesia 81,808 73,422 117,704
Other 881,640 913,229 874,244

$ 2,094,062 $ 2,308,299 $ 2,258,219

Sales and Other Operating Revenues to Major Custome
Including their respective affiliates, accountimgy fnore than 10% of total sales and other operativgnues were each of

Philip Morris International, Inc., Japan Tobacce.land British American Tobacco p.l.c. for the yeanded March 31, 2011
and 2010; and Philip Morris International, Inc. alapan Tobacco Inc. for the year ended March 319.20

Years Ended March 31,

Property, Plant and Equipment by Location 2011 2010 2009
Property, Plant and Equipment, Net:
United States $ 36,607 $ 37,943 $ 41,204
Brazil 85,498 46,651 47,663
Turkey 28,512 29,850 31,650
Malawi 31,077 30,797 32,848
Tanzania 14,212 13,369 13,087
Europe 18,758 14,300 15,839
Argentina 8,714 9,427 10,352
Asia 9,839 6,897 7,648
Other 3,871 3,990 2,663
$ 237,088 $ 193,224 $ 202,954

Note 15— Foreign Currency Translation

The financial statements of foreign entities inelddn the consolidated financial statements haea b@anslated to U.S. dollars
in accordance with generally accepted accountingipies.

The financial statements of foreign sdiasies, for which the local currency is the funol currency, are translated
into U.S. dollars using exchange rates in effeqieatod end for assets and liabilities and avemgdange rates during each
reporting period for results of operations. Adjashts resulting from translation of financial staémts are reflected as a

separate component of other comprehensive income.
The financial statements of foreign sdiasies, for which the U.S. dollar is the functibmarrency and which have

certain transactions denominated in a local cugreace remeasured into U.S. dollars. The remeasmeof local currencies
into U.S. dollars creates remeasurement adjustntieaits@re included in net income. Exchange gaossés) in 2011, 2010 and
2009 were $8,387, $12,288 and $(20), respectieglg,are included in the respective statementscoie.
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Note 16— Contingencies and Other Information

Non-Income Tax

The government in the Brazilian State of Paranar@Ra”) issued a tax assessment on October 26, @@ Tespect to local
intrastate trade tax credits that result primafitym tobacco transferred between states within iBraZhe assessment for
intrastate trade tax credits taken is $8,090 arddtal assessment including penalties and int¢hesugh March 31, 2011 is
$17,989. The Company believes it has properly dmabpnith Brazilian law and will contest any assessit through the
judicial process. Should the Company lose in tidicjal process, the loss of the intrastate tradectredits would have a
material impact on the financial statements ofGoenpany.

The assessment of $8,090 representstate trade tax credit amounts which were offgeinst intrastate trade tax
payables as allowed under Brazilian law. At MaBdh 2011, the Company also has intrastate trader&adits from Parana of
$14,623. As of March 31, 2011, the Company hasrded impairment charges of $8,953. After the sssent, the Company
has treated new expenditures for intrastate traxkeston tobacco acquisition as a cost of invergoogurement.

The Company also has local intrasteaddrtax credits in the Brazil State of Rio GrandeSdll (“Rio Grande”) of
$64,283 and $60,862 at March 31, 2011 and 201peotisely. Based on management’s expectations dhtwre realization,
the Company has recorded impairment charge alloegan the Rio Grande intrastate trade tax crefi$89,433 and $21,340
at March 31, 2011 and 2010, respectively. The alme on the Rio Grande intrastate trade tax creditcontinue to be
adjusted in future periods based on market conditand the Company’s ability to use the tax credits

The Company’s subsidiary in Brazil hagsstructed a new tobacco processing facility inState of Santa Catarina with
the annual production capacity of 70 million kildfie Company began processing in the new faciliti the 2011 crop. As a
result of moving production to Santa Catarina, @lmanpany has excess intrastate tax credits. Thexefoe Company reached
an agreement with the government of Santa Catdaralow the Company to sell its excess creditedreables) to third
parties. The Company has Santa Catarina intratateredits of $33,733 at March 31, 2011. Basednmanagement’s
expectations about future realization, the Comgaas/recorded impairment charge allowances on thea&2atarina intrastate
trade tax credits of $12,658 and $2,030 at March2811 and 2010, respectively. As of January 1.12@ new government
was elected in the State of Santa Catarina and tén@yorarily suspended the sale of excess inteasted credits. The
allowance on the Santa Catarina intrastate taxtsredl continue to be adjusted in future peridizssed on market conditions
and the Company'’s ability to use the tax credits.

In 2001, the Company’s subsidiary inlravon a claim related to certain excise taxe®[‘tredit bonus”) for the years
1983 through 1990. The Company used this IPI tieatius to offset federal income and other taxé# demuary 2005 when
it received a Judicial Order to suspend the IPImemsation. In addition, the Company received aessnent in 2006 for
federal income taxes that were offset by the IRHitrbonus. The assessment is valued at $29,8b&iath 31, 2011. The
Company appealed the assessment and believesptderly utilized the IPI credit bonus. No benédi the utilization of the
IPI credit bonus has been recognized as it has tememded in Pension, Postretirement and Other {Jargn Liabilities. As a
result of various legislative and judicial actiottse Company does not expect a ruling in the ngard, which would directly
impact the outcome of the Company’s appeal of éixeassessment as well as its utilization of itsai@mng IPI credit bonus.
No benefit for any potential future utilization I&fl credit bonus has been recognized.

Other

In October 2001, the Directorate General for Coitipat (‘DGCOMP”) of the European Commission (“ECBegan an
administrative investigation into certain tobacagyibg and selling practices alleged to have occuwéhin the leaf tobacco
industry in some countries within the European Wniacluding Spain and Italy. In respect of theestigation into practices
in Spain, in 2004, the EC fined the Company an@&fanish subsidiaries €4,415 (US$5,641). In rdspethe investigation
into practices in ltaly, in October 2005, the EQi@amnced that the Company and its Italian subsihanave been assessed a
fine in the aggregate amount of €24,000 (US$28,800)th respect to both the Spanish and ltaliaregtigations, the fines
imposed on the Company and its predecessors arsidmaries were part of fines assessed on severéitipants in the
applicable industry. The Company, along with pglecable subsidiaries, has appealed the decisibttee EC with respect to
Spain and Italy to the Court of First Instancettd European Commission for the annulment or mattio of the decision,
but the outcome of the appeals process as to boitigt and results is uncertain. The Company hHg fecognized the impact
of each of the fines set forth above and has ghaf auch fines as part of the appeal process.

Mindo, S.r.l., the purchaser in 2004tef Company'’s Italian subsidiary Dimon lItalia, 5.has asserted claims against
subsidiaries of the Company arising out of thag $ednsaction in an action filed before the Cof@ifRome on April 12, 2007.
The claim, allegedly arising from a guaranty letssued by a consolidated subsidiary of the Comparpnnection with the
sale transaction, seeks the recovery of €7,377 103980) plus interest and costs. The Company \mdi¢he claim to be
without merit and is vigorously defending it. Adning for the disposition of this matter is schediufor December 2011. No
amounts have been reserved with respect to such.cla
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ITEM 8. EINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA (continued)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS _ (continued)
Alliance One International, Inc. and Subsidiaries
(in thousands)

Note 16— Contingencies and Other Informati@ontinued)

Other (continued)

On December 13, 2007, the Public Prasesuoffices in the States of Santa Catarina aathRa filed claims against
the Company’s Brazilian subsidiary, Alliance Onea#it Exportadora de Tobaccos Ltda. (“AOB”) and amiwer of other
tobacco processors on behalf of all tobacco supplie those states. The lawsuits primarily asdettat an employment
relationship existed between tobacco processorsabatco suppliers. On March 11, 2011, AOB agreed settlement of
these claims and these actions have been dismisssder the terms of the settlement AOB agree@tond-keeping and other
requirements not expected to materially increasetist of operations in those states.

On June 6, 2008, AOB and a number ofmotbbacco processors were notified of a classmdtitiated by the ALPAG
- Associacdo Lourenciana de Pequenos Agricultr@igssociation of Small Farmers of Sdo Lourenco”heTclass action’s
focus is a review of tobacco supplier contracts lausiness practices, specifically aiming to prahpibocessors from notifying
the national credit agency of producers in delhititing processors from deducting tobacco supglidebt from payments
for tobacco, and seeking the modification of otbentractual terms historically used in the purchafsmbacco. The case is
currently before the™ civil court of Sao Lourengo do Sul. The Companyistion to dismiss the class action is currently
pending. The Company believes this claim to béhaut merit and is vigorously defending it. Ultimaggposure if an
unfavorable outcome is received is not determinable

In accordance with generally acceptedoanting principles, the Company records all knoasset retirement
obligations (“ARQ") for which the liability can beeasonably estimated. Currently, it has identit@dARO associated with
one of its facilities that requires it to restohe fand to its initial condition upon vacating ttaeility. The Company has not
recognized a liability under generally acceptedaating principles for this ARO because the failueaof restoring the land at
this site cannot be reasonably estimated sincesétttement date is unknown at this time. The setilg date is unknown
because the land restoration is not required titiélis returned to the government, and the Corggdeas no current or future
plans to return the title. The Company will recagna liability in the period in which sufficientfarmation is available to
reasonably estimate its fair value. The Comparsyrtteadditional material AROSs.

On December 24, 2010, a third-party Wwause in South Africa was destroyed by fire. Tihmrehouse contained
approximately $6,072 of the Company’s inventorheToss was fully insured and fully recovered dgifiiarch 2011.

Note 17— Sale of Receivables

On April 1, 2010, the Company adopted new accogngimdance on accounting for the transfers of fai@rassets. This new
accounting guidance is intended to improve therinfdgion provided in financial statements concerrtiagpsfers of financial
assets, including the effects of transfers on firnposition, financial performance and cash flpwad any continuing
involvement of the transferor with the transferfieéncial assets.

The Company has entered into an accaantsvable securitization program whereby it sedigain of its trade accounts
receivable to a third-party bankruptcy-remote splgmirpose entity (“SPE”) which, in turn, sells tleeeivables to a third-party
commercial paper conduit. The SPE was formed Her gole purpose of buying and selling receivableserated by the
Company.

The sales price consists of 90% of tlee fealue of the receivable, less contractual dihgiwhich limit the amount that
may be outstanding from any one particular custoamel insurance reserves that also have the effelaniting the risk
attributable to any one customer. Upon sale, thmany removes the carrying value of the receivabld and records the
fair value of its beneficial interest in the readile in accounts receivable. The fair value oftteeeficial interest is calculated
by applying the commercial paper rate and the sienyirate to the balance of the outstanding retddsin the facility. The
Company receives a 0.5% per annum servicing feeeogivables sold and outstanding which is recom®a reduction of
selling, administrative and general expenses. fe@ss compensatory and no servicing asset oitifiabhas resulted from the
sale. The receivables sold are non-interest bgarifhis in conjunction with the short life of threceivables sold and
outstanding causes the effects of any prepaymanthe value of assets recorded to be inconsequeriti@sses on sale of
receivables are recorded as a component of Othemle (Expense) in the consolidated statementsexbtipns.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS _ (continued)
Alliance One International, Inc. and Subsidiaries
(in thousands)

Note 17— Sale of Receivablégsontinued)

The following table summarizes the Compsaaccounts receivable securitization informatsnof March 31:

2011 2010

Receivables outstanding in facility as of March 31: $ 53,156 $ 105,579
Beneficial interest as of March 31 $ 15,797 $ 25,125
Impact on beneficial interest resulting from changrediscount rate:

10% $ 25 $ 83

20% $ 51 $ 165
Criteria to determine beneficial interest as of &eB1:

Weighted average life in days 67 95

Discount rate (inclusive of 0.5% servicing fee) 2.46Y% 3.00%

Unused balance fee 0.40% 0.25%
Cash proceeds for the twelve months ended March 31:

Current purchase price $ 405,982 $ 606,772

Deferred purchase price 240,989 232,101

Service fees 504 517

Total $ 647,475 $ 839,390

Loss on sale of receivables $ 2,395 $ 2,950

It is the Company’s intention to maximite receivables sold under the revolving agreemedning that amounts
collected by the pool would be reinvested in thechase of additional eligible receivables. The @¢abélow indicates the
utilization of the revolving agreement:

Twelve Months Ended

March 31,
2011 2010
Average outstanding balance $ 60,203 $76,711
Maximum outstanding balance 99,113 99,712
Minimum outstanding balance 16,738 47,174

Note 18- Fair Value Measurements

The financial assets and liabilities measured mtvaue include derivative instruments, securitizgeneficial interests and
guarantees. The non-financial assets and liadslitinder the new fair value guidance primarily udel assessments of
investments in subsidiaries, goodwill and otheamgiible assets and long-lived assets for potentigdirment.
Fair value is defined as the exchangeepthat would be received for an asset or paidatuster a liability (an exit price)

in the principal or most advantageous market ferahset or liability in an orderly transaction batw market participants. A
three-level valuation hierarchy based upon obséevabd non-observable inputs is utilized. Observamputs reflect market
data obtained from independent sources, while werebble inputs reflect the Company’s market assiomgt Preference is
given to observable inputs. These two types oftspteate the following fair value hierarchy:

» Level 1 — Quoted prices for identical assets dillides in active markets.

» Level 2 — Quoted prices for similar assets or liks in active markets; quoted prices for ideatior similar assets or
liabilities in markets that are not active; and mlederived valuations whose inputs are observablevioose
significant value drivers are observable.

» Level 3 — Significant inputs to the valuation mode¢ unobservable.

The following describes the valuation hoetologies the Company uses to measure differesgt@®r liabilities at fair
value.
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Note 18— Fair Value Measuremenisontinued)

Derivative financial instruments

The fair value of foreign currency and intereserstivap contracts are based on third-party markkemaaluation models that
discount cash flows resulting from the differentistween the contract rate and the market-basesafdrrate or curve
capturing volatility and establishing intrinsic andrrying values. The amounts include fair valupistthents related to the
Company’s own credit risk and counterparty creigh.r

Securitized beneficial interests

The fair value of securitized beneficial interestdased upon a valuation model that calculatespthesent value of future
expected cash flows using key assumptions for tiedses, prepayment speeds and discount ratesseTdssumptions are
based on the Company’s historical experience, narkads and anticipated performance relative ® phrticular assets
securitized.

Guarantees
The fair value of guarantees is based upon the ipmarthe Company would require to issue the sameagitee in a stand-
alone arm’s-length transaction with an unrelatedypa Fair value is based upon internally developeddels. Internally
developed models utilize historical loss data forilar guarantees to develop an estimate of futbsses under the guarantees
outstanding at the measurement date.

The following tables present the Comparassets and liabilities measured at fair valua mcurring basis:

March 31, 2011 March 31, 2010
Total Assets / Total Assets /
Liabilities, Liabilities,

Level1 Level2 Level3atFairValue Levell Level2 Level3 atFair Value

Assets

Derivative financial instruments $ - $ 2543 - $ 2,543 $ - $2528 $ - $ 2,528
Securitized beneficial interests - - 15,797 15,797 - - 25,125 25,125
Total Asset $ - $ 254 $15,797 $ 18,34( $ - $252¢8 $2512¢ $ 27,65:¢
Liabilities

Guarantees $ -3 - $4,575 4,575 $ - 9 - $13,47¢ $ 13,478

The following tables present the charigdsevel 3 instruments measured on a recurringsbasi

Securitized
Beneficial Interests  Guarantees

Beginning Balance March 31, 2009 $ 26,833 $ 14,584

Total losses (realized / unrealized includeddamings) 2,950 -

Purchases, issuances, and settlements, net (4,658) (1,106)
Ending Balance March 31, 2010 25,125 13,478

Total losses (realized / unrealized includedamings) (2,395) -

Purchases, issuances, and settlements, net 3]6,93 (8,903)
Ending Balance at March 31, 2011 $ 15,797 $ 4,575

The amount of total losses included imeeys for the years ended March 31, 2011 and 2@tibutable to the change in
unrealized losses relating to assets still hethleatespective dates was $288 and $826 on seedritizneficial interests.
Gains and losses included in earningsegyerted in Other Income (Expense).
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Note 18— Fair Value Measuremenisontinued)

Non-Recurring Fair Value Measurements

Certain assets are not measured at fair value oongning basis but are subject to fair value adjesits only in certain

circumstances. During the year ended March 31, 20&1Company recorded fair value adjustmentsstinttastate tax credits
for three Brazilian states. During the year enbliedich 31, 2010, the Company recorded fair valuesidjents to its intrastate
tax credits relating to the Brazilian state of Sa@atarina. The Company calculated these fairevedaasurements, utilizing
Level 3 inputs, of $53,594 and $29,517 for thesalits at March 31, 2011 and 2010, respectivelyciipally, the Company

utilized an expected cash flow model, which incogted a risk-adjusted discount rate to appropsiatelculate the fair value
of the credits. See Note 16 “Contingencies and Olt@rmation” to the “Notes to Consolidated FinaicStatements” for

additional information.

Note 19— Related Party Transactions

The Company’s operating subsidiaries engage insaictions with related parties in the normal cowséusiness. The
following is a summary of balances and transactieitis related parties of the Company:

March 31, 2011 March 31, 2010
Balances
Accounts receivable $ 61,981 $ 30,061
Accounts payable 38,937 20,275
Year Ended March 3
2011 2010 2009

Transaction:

Purchases $ 157,851 $ 140,432 $ 158,609

The Company’s operating subsidiaries hetvered into transactions with affiliates of thengpany for the purpose of
procuring inventory.

The Company’s balances due to and frdaiae parties are primarily with its deconsolidaf@éhbabwe subsidiary. The
remaining related party balances and transactielader to the Company’s equity basis investmentsoimpanies located in
Asia which purchase and process tobacco. The ¢tmldume from the Zimbabwe subsidiary includes a3&Bpledge to a bank
which has been recorded in notes payable to banks.
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Note 20— Selected Quarterly Financial Data (Unaudited)

Summarized quarterly financial information is akdws:

First Quarter Second Quarter Third Quarter  Fourth Quarter Fiscal Year
Year Ended March 31, 2011
Sales and other operating revenue $ 490,956 $ 559,249 $ 522,144 $ 521,713 $ 2,094,062
Gross profit 80,018 69,467 60,637 66,697 276,819
Net income (loss) 13,831 20,063 (2,001) (104,041) (72,148)
Net earnings (loss) attributable to
noncontrolling interest 9 (216) (12) (378) (597)
Net income (loss) attributable to
Alliance One International, Inc. 13,822 20,279 (1,989) (103,663) (71,551)
Per Share of Common Stock:
Basic earnings (loss) attributable to
Alliance One International, In€? 16 23 (.02) (1.19) (0.81)
Diluted earnings (loss) attributable to
Alliance One International, In€? 13 .19 (.02) (1.19) (0.81)
Market Price - High 5.41 4.15 4.83 4.37 5.41
- Low 3.56 3.21 3.74 3.49 3.21
Year Ended March 31, 2010
Sales and other operating revenue $ 410,484 $ 675,154 $ 658,353 $ 564,308 $ 2,308,299
Gross profit 87,962 106,826 98,101 103,561 396,450
Net income (loss) 14,876 (1,376) 47,788 18,658 79,946
Net earnings (loss) attributable to
noncontrolling interest 399 82 530 (232) 779
Net income (loss) attributable to
Alliance One International, Inc. 14,477 (1,458) 47,258 18,890 79,167
Per Share of Common Stock:
Basic earnings (loss) attributable to
Alliance One International, In€? 16 (.02) 53 21 .89
Diluted earnings (loss) attributable to
Alliance One International, In€? 16 (.02) 43 18 .78
Market Price - High 5.71 4.73 5.23 5.96 5.96
- Low 3.19 3.61 4.25 4.50 3.19
Q) Does not add due to quarterly change in aveshgees outstanding

Note 21— Subsequent Event

On June 6, 2011, the Company entered into the TAimgndment to Credit Agreement (the “Third Amendtienwhich
amended the Credit Agreement. Under the Third Aimeamnt, the lenders agreed to extend the term datikty to March 31,
2013. In addition, the Third Amendment modifiedrtaan financial covenants under the Credit Agreetmémcluding
establishing the financial maximum consolidatedcetage ratio for each fiscal quarter through maturgducing the minimum
consolidated interest coverage ratio for the quanteled March 31, 2011 and the first three quadétke fiscal year ending
March 31, 2012, permitting the exclusion of theseffof specified levels of restructuring and impant charges for the fiscal
year ended March 31, 2011 and the fiscal year gniliarch 31, 2012 for the financial covenants impddiy the Company’s
EBIT, and excluding the effect of noncash deferwethpensation expense up to $2.2 million for thertgua@nded March 31,
2011 for these same covenants. The Third Amendalsnotincreases the basket for capital expenditiarethe year ending
March 31, 2012 by $15,000 and permits the Comparigrim a subsidiary for a specified business pwpgosbe funded by up
to $1,000 in equity and $30,000 in subordinatece ninvestments by the Company, provided the subsidieceives either
revolving credit financing of up to $200,000 frommrd parties or issues subordinated notes for aremgte not to exceed
$100,000. The Third Amendment increases the isteetes on base rate and LIBOR loans by 1.0 prgerpoint and the
commitment fee on unborrowed amounts under thditiably 0.25 of a percentage point. In additiomyguant to the Third
Amendment, the Company agreed to grant the leraleecurity interest on certain U.S. real estatee [Sote 8 “Long-Term
Debt—Senior Secured Credit Facility—Financial Coets” to the “Notes to Consolidated Financial Staets” for further
information.
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Report of Independent Registered Public Accountingrirm
To the Board of Directors and Stockholders of Atia One International, Inc.

We have audited the accompanying consolidated balaheets of Alliance One International, Inc. ants&liaries (the
"Company") as of March 31, 2011 and 2010, and ¢feted consolidated statements of operations angbiehensive income
(loss), stockholders' equity, and cash flows facheaf the three years in the period ended March2811. Our audits also
included the financial statement schedule listedhm Index at Item 15. These financial statement$ financial statement
schedule are the responsibility of the Company'sagament. Our responsibility is to express an opiran the financial
statements and financial statement schedule basedraaudits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighamio(United States).
Those standards require that we plan and perfoematidit to obtain reasonable assurance about wh#tbefinancial
statements are free of material misstatement. Alit scludes examining, on a test basis, evidengpasrting the amounts and
disclosures in the financial statements. An audit ncludes assessing the accounting principled asd significant estimates
made by management, as well as evaluating the lbfiecncial statement presentation. We believe tha audits provide a
reasonable basis for our opinion.

In our opinion, such consolidated financial stateteg@resent fairly, in all material respects, timaricial position of Alliance
One International, Inc. and subsidiaries as of M&t, 2011 and 2010, and the results of their djpermand their cash flows
for each of the three years in the period endedcMad, 2011, in conformity with accounting prineplgenerally accepted in
the United States of America. Also, in our opinisach financial statement schedule, when congidereslation to the basic
consolidated financial statements taken as a wpodsents fairly, in all material respects, the@infation set forth therein.

We have also audited, in accordance with the stasdaf the Public Company Accounting Oversight Blo@dnited States),
the Company's internal control over financial rejmgr as of March 31, 2011, based on the criteriabdished ininternal
Control—Integrated Frameworissued by the Committee of Sponsoring Organizatifithe Treadway Commission, and our
report dated June 10, 2011 expressed an unquabifiibn on the Company's internal control oveafigial reporting.

/sl Deloitte & Touche LLP

Raleigh, North Carolina
June 10, 2011
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Report of Independent Registered Public Accountingrirm
To the Board of Directors and Stockholders of Atia One International, Inc.

We have audited the internal control over finanaigborting of Alliance One International, Inc. asdbsidiaries (the
"Company") as of March 31, 2011, based on theraitestablished iinternal Control— Integrated Frameworkssued by the
Committee of Sponsoring Organizations of the TremdwWommission. The Company's management is resgentir
maintaining effective internal control over finaalkcieporting and for its assessment of the effectdss of internal control over
financial reporting, included in the accompanyMgnagement's Report on Internal Control Over Finah&eporting Our
responsibility is to express an opinion on the Camys internal control over financial reporting &d®n our audit.

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversight la&nited States).
Those standards require that we plan and perfoamatidit to obtain reasonable assurance about whetfeetive internal
control over financial reporting was maintainedaith material respects. Our audit included obtainarg understanding of
internal control over financial reporting, assegdime risk that a material weakness exists, testimyevaluating the design and
operating effectiveness of internal control basedh® assessed risk, and performing such otheegures as we considered
necessary in the circumstances. We believe thaawadit provides a reasonable basis for our opinion.

A company's internal control over financial repogtiis a process designed by, or under the supenvisi, the company's
principal executive and principal financial offisgror persons performing similar functions, andcea#d by the company's
board of directors, management, and other persaenplovide reasonable assurance regarding thabiily of financial
reporting and the preparation of financial statetmdar external purposes in accordance with gelyeaaicepted accounting
principles. A company's internal control over fio&h reporting includes those policies and proceduhat (1) pertain to the
maintenance of records that, in reasonable detedlirately and fairly reflect the transactions digbositions of the assets of
the company; (2) provide reasonable assurancetrdnagactions are recorded as necessary to perepagation of financial
statements in accordance with generally accepteduating principles, and that receipts and expenefit of the company are
being made only in accordance with authorizatiohsmanagement and directors of the company; angr@jide reasonable
assurance regarding prevention or timely deteatiomnauthorized acquisition, use or dispositioritef company's assets that
could have a material effect on the financial stegsts.

Because of the inherent limitations of internaltcoiover financial reporting, including the pogitl of collusion or improper
management override of controls, material misstatesndue to error or fraud may not be preventedetected on a timely
basis. Also, projections of any evaluation of tfleativeness of the internal control over finanai@porting to future periods
are subject to the risk that the controls may bexdnadequate because of changes in conditionshairthe degree of
compliance with the policies or procedures may rilaiate.

In our opinion, the Company maintained, in all malerespects, effective internal control over fiaal reporting as of March
31, 2011, based on the criteria establishddternal Control — Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission.

We have also audited, in accordance with the stasdaf the Public Company Accounting Oversight Blo@dnited States),
the consolidated financial statements and finarsialement schedule as of and for the year endedhval, 2011 of the
Company and our report dated June 10, 2011 expremseinqualified opinion on those financial stateteeand financial
statement schedule.

/s/ Deloitte & Touche LLP

Raleigh, North Carolina
June 10, 2011
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures
In connection with the preparation of this AnnuapRrt on Form 10-K, an evaluation was carried outhe Company’s
management, with the participation of our Chief &xeve Officer and Chief Financial Officer, of tledfectiveness of our
disclosure controls and procedures (as defineduilesR13a-15(e) and 15d-15(e) under the Securitehdhge Act of 1934
(Exchange Act)) as of March 31, 2011. Disclosurstiems and procedures are designed to ensurertftatration required to
be disclosed in reports filed or submitted under Eixchange Act is recorded, processed, summarizédegported within the
time periods specified in SEC rules and forms drad such information is accumulated and communic&temanagement,
including the Chief Executive Officer and Chief &ntial Officer, to allow timely decisions regardiregjuired disclosures.
Based on this evaluation, our Chief ExiseuOffice and Chief Financial Officer concludedralisclosure controls and
procedures (as defined in Rules 13a-15(e) and 5%l Linder the Exchange Act) were effective as afdl 31, 2011.

Management’s Report on Internal Control Over Finandal Reporting
Management of the Company is responsible for e@stabfj and maintaining adequate internal contr@rdinancial reporting.
The Company’s internal control over financial repuy is a process, under the supervision of ouefCBkecutive Officer and
Chief Financial Officer, designed to provide readue assurance regarding the reliability of finaheieporting and the
preparation of the Company’s financial statementekternal purposes in accordance with GAAP.

Our internal control over financial repiog includes those policies and procedures that:

i. pertain to the maintenance of records that, inaralsle detail, accurately and fairly reflect thansactions and
dispositions of our assets;

ii. provide reasonable assurance that transaction®emeded as necessary to permit preparation ofifiahstatements
in accordance with generally accepted accountimciples, and that our receipts and expendituresbaing made
only in accordance with authorizations of our maragnt and directors; and

iii. provide reasonable assurance regarding preventitimely detection of unauthorized acquisition, wsedisposition
of our assets that could have a material effec¢herfinancial statements.

All internal control systems, no mattawhwell designed, have inherent limitations. Theref even those systems
determined to be effective can provide only reablmnassurance with respect to financial statemeapgration and
presentation. Also, projections of any evaluatidreffectiveness to future periods are subject ® rikk that controls may
become inadequate because of changes in conditiortbat the degree of compliance with the policdeprocedures may
deteriorate.

Management conducted an assessment efffdetiveness of the Company’s internal contragrofinancial reporting as
of March 31, 2011 based on the criteria establishddternal Control — Integrated Framework issiigdthe Committee of
Sponsoring Organizations of the Treadway CommisgxdSO).

Based on that assessment, managemeavélour internal control over financial reportings effective as of March
31, 2011.

The effectiveness of our internal contveér financial reporting as of March 31, 2011 basn audited by Deloitte &
Touche, LLP, an independent registered public atiog firm, as stated in their attestation repajch is included in this
Annual Report on Form 10-K.

Changes in Internal Control over Financial Reportirg
Management has implemented changes that have aitaffected or are reasonably likely to mateyiaffect the Company’s
internal control over financial reporting duringettwelve months ended March 31, 2011 as describleavb

The Company is currently implementingERRP system using SAP applications. The implememias part of a multi-
year plan to install SAP at certain operations aggtwut the world to improve the Company’s busirasxesses and deliver
enhanced operational and financial performanceringuthe nine months ended December 31, 2010, der@nts to the
financial reporting process continued to be impleted and the Company substantially completed thegss of implementing
SAP in two African operations, Canada, Argentind @s Netherlands operations. During the three thmended March 31,
2011, SAP was implemented in the Company’s operatio Russia and Guatemala. This phase of thegrbas involved
changes to certain internal controls over finan@gplorting, which the Company believes were mdteridere were no other
changes that occurred during the three months elldedh 31, 2011 that have materially affected, rer reasonably likely to
materially affect, the Company’s internal contraeofinancial reporting.
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ITEM 9B. OTHER INFORMATION

On June 6, 2011, the Company entered into the TAimgndment to Credit Agreement (the “Third Amendtignwhich
amended the Credit Agreement dated as of July @9,28s amended, between the Company, certain ofuhsidiaries, the
lenders party thereto and Deutsche Bank Trust Caynpgemericas, as administrative agent (as so amenithed “Credit
Agreement”).

Under the Third Amendment, the lendeneead to extend the term of the facility to March 3013. In addition, the
Third Amendment modified certain financial coversaninder the Credit Agreement, including establighihe financial
maximum consolidated leverage ratio for each fisgarter through maturity from 5.85 for the quagaded March 31, 2011,
peaking to 7.50 for the quarter ending Septembef801 and reducing to 4.75 by the quarter endiagenber 31, 2012 (the
final quarter end prior to maturity of the extendedns) and thereafter, reducing the minimum codat#d interest coverage
ratio to 1.65 for the quarters ending June 30 ampiteSnber 30, 2011 and 1.80 for the quarter endiegeBber 31, 2011,
permitting the exclusion of the effect of specifimdels of restructuring and impairment chargestfar fiscal year ended
March 31, 2011 and the fiscal year ending March2®81.,2 for the financial covenants impacted by tbenGany’s consolidated
EBIT, and excluding the effect of noncash deferwethpensation expense up to $2.2 million for thertgu@nded March 31,
2011 for these same covenants. The Third Amendalsnotincreases the basket for capital expenditiorethe year ending
March 31, 2012 by $15 million and permits us tanfca subsidiary for a specified business purpodeetéunded by up to $1
million in equity and $30 million in subordinate@te investments by us, provided the subsidiaryiveseeither revolving
credit financing of up to $200 million from thirdagies or issues subordinated notes for an aggregsttto exceed $100
million.

The Third Amendment increases the interates on base rate and LIBOR loans by 1.0 pexgenpoint and the
commitment fee on unborrowed amounts under thditiably 0.25 of a percentage point. In additiomyguant to the Third
Amendment, we agreed to grant the lenders a sgént@rest on certain U.S. real estate.

The foregoing summary of the Third Amemahinis qualified by reference to the Third Amendmaevhich is filed as
Exhibit 10.04 to this Annual Report on Form 10-Kdas incorporated herein by reference.

PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE

The information concerning directors and personsinated to become directors of Alliance One Intéomal, Inc. included
in the Proxy Statement under the headings “Boaidictors - Proposal One-Election of DirectorstidBoard of Directors -
Director Biographies” is incorporated herein byerehce. The information concerning the executifieers of the Company
included in Part I, Item | of this Annual Report Borm 10-K under the heading “Business - Execu@fficers of Alliance

One International, Inc.,” is incorporated hereinreference.

Audit Committee
The information included in the Proxy Statement emdhe headings “Board of Directors - Board Comeeitt and
Membership” and “Audit Matters” is incorporated &ier by reference.

Section 16(a) Compliance
The information included in the Proxy Statementamitie heading “Ownership of Equity Securities etidam 16(a) Beneficial
Ownership Reporting Compliance” is incorporatedceheby reference.

Code of Business Conduct
The information included in the Proxy Statementarmitie heading “Governance of the Company - Codgusfness Conduct”
is incorporated herein by reference.

Corporate Governance

The Board of Directors has adopted corporate gare® guidelines and charters for its Audit ComraijttE&xecutive

Compensation Committee and Governance and Nomgn&ommittee. These governance documents are bleaitan our

website, www.aointl.com, or by written request,hemit charge, addressed to: Corporate Secretdignédé One International,
Inc., 8001 Aerial Center Parkway, Morrisville, NC550-8417.

ITEM 11. EXECUTIVE COMPENSATION

The information contained in the Proxy Statemerdeurthe captions “Board of Directors — Compensatbiirectors” and
“Executive Compensation” is incorporated hereindfgrence.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

EQUITY COMPENSATION PLAN INFORMATION
as of March 31, 2011

Number of Securities

Number of Securitie Weighted-Average . .
Remaining Available for

to be Issued Upon Exercise Price of
. . Future Issuance Under Equ
Exercise of Outstanding Compensation Plans
Outstanding Option: Options, Warrants . P I. .
Warrants and Rights and Rights (excluding securities reflecte
in column (a
Plan Category (a)® (b)@ ©© (@)
Equity Compensation Plans
Approved by Security Holders 8,244,860 $6.05 362,704
Equity Compensation Plans N )
Approved by Security Holders 0 Not Applicable 0
Total 8,244,86! $ 6.0t 362,70«

1) These shares consist of 7,189,950 stock opti@ssticted stock units, performance shares antbqeance share units
issued and outstanding under the 2007 Incentive &id 1,054,910 stock options issued and outstgndider prior plans
of the Company and its predecessors. The numbperddérmance shares and performance share unijscsub these
awards reflects the maximum number of shares tedoeed if certain company-wide performance critare met at the
end of the performance periods.

(2) The weighted-average exercise price does Retitdao account restricted stock units or perforogashare units.

(3) The Incentive Plan allows for these sharesetasBued in a variety of forms, including stockiops$, stock appreciation
rights, stock awards, stock units, performance dsvand incentive awards. Further, the Number ofifies Remaining
Available for Future Issuance as set forth in totumn (c) will increase by the Number of Secusitie be Issued (as
reflected in column (a)) which are associated wiptions, rights and warrants plus other stock awdhdt are forfeited
from time to time.

The information contained in the Proxy Statemendeunthe caption "Ownership of Equity Securitiegfdther with the
information included herein is incorporated hetgyreference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS, AND DIRECTOR
INDEPENDENCE

The information contained in the Proxy Statementleunthe captions “Governance of the Company -Deétextion of
Independence of Directors,” “Board of Directorsndépendence,” “Board of Directors — CompensatiorDwéctors” and
"Board of Directors - Other Agreements and BusirRslationships” is incorporated herein by reference

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information contained in the Proxy Statemerdeurthe captions “Audit Matters - Policy for Pregkpval of Audit and
Non-Audit Services” and “Audit Matters - Audit afibn-Audit Fees” is incorporated herein by reference
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(@)

(b)

(1) and (2)

LIST OF FINANCIAL STATEMENTS AND FINANCIAL STATEMEN T SCHEDULES

Statements of Consolidated Operations and Compsareelncome (Loss) —Years ended March 31, 20110 2md
2009

Consolidated Balance Sheets - March 31, 2011 & 2

Statement of Consolidated Stockholders' Equitgarg ended March 31, 2011, 2010 and 2009
Statement of Consolidated Cash Flows - Years eM#edh 31, 2011, 2010 and 2009

Notes to Consolidated Financial Statements

Report of Deloitte & Touche LLP

Report of Independent Registered Public Accourfiingn on Internal Control

Management's Report on Internal Control Over Fam@rReporting

Financial Statement Schedules:

Schedule Il - Valuation and Qualifying Accounts

Exhibits

The following documents are filed as exhibitshis tForm 10-K pursuant to Item 601 of RegulatioK:S-

3.01

3.02

4.01

4.02

4.03

4.04

4.05

4.06

Amended and Restated Articles of Incorporatf Alliance One International, Inc., incorpomtby
reference to Exhibit 3.1 of the Current Report onnf 8-K, filed May 19, 2005 (SEC File No. 1-3684).

Amended and Restated Bylaws of Alliance @nernational, Inc., incorporated by reference tdibit
3.01 of the Current Report on Form 8-K, filed Ma&8) 2011 (SEC File No. 1-3684).

Specimen of Common Stock certificate incoaped by reference to Exhibit 4.01 to the Quart&gport
on Form 10-Q for the period ended December 31, 2@l February 8, 2010 (SEC File No. 1-3684).

Indenture, dated March 7, 2007, betweeraAdie One International, Inc., Law Debenture Trushany

of New York, as trustee and Deutsche Bank Trust @om Americas, as registrar and paying agent,
relating to 8 1/2% Senior Notes due 2012, incorigatdy reference to Exhibit 4.1 to the Current Repo
on Form 8-K, filed March 8, 2007 (SEC File No. 183.

First Supplemental Indenture dated as of A2 2009 between Alliance One International, &md Law
Debenture Trust Company of New York, as Trustedatirgy to 8 %% Senior Notes due 2012,
incorporated by reference to Exhibit 4.4 to ther€nt Report on Form 8-K dated July 9, 2009 of Altia
One International, Inc. (SEC File No. 1-3684).

Indenture dated as of July 2, 2009 amongade One International, Inc., Law Debenture Trust
Company of New York, as trustee, and Deutsche Bankt Company Americas, as registrar and paying
agent, relating to 10% Senior Notes due 2016, pmated by reference to Exhibit 4.1 to the Current
Report on Form 8-K dated July 9, 2009 of AllianceeOnternational, Inc. (SEC File No. 1-3684).

First Supplemental Indenture dated as ofuati@6, 2009 among Alliance One International,,lhaw
Debenture Trust Company of New York, as trusteel, Berutsche Bank Trust Company Americas, as
registrar and paying agent, relating to 10% SeNiotes due 2016, incorporated by reference to Exhibi
4.1 to the Current Report on Form 8-K dated Audi€st2009 of Alliance One International, Inc. (SEC
File No. 1-3684).

Indenture dated as of July 2, 2009 amongarde One International, Inc., Law Debenture Trust
Company of New York, as trustee, and Deutsche Bemist Company Americas, as registrar, paying
agent and conversion agent, relating to 5 %% CdiblerSenior Subordinated Notes due 2014,
incorporated by reference to Exhibit 4.2 to ther€nt Report on Form 8-K dated July 9, 2009 of Altia
One International, Inc. (SEC File No. 1-3684).
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ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES (continued)

(b) Exhibits(continued)

10.01

10.02

10.03

10.04

10.05

10.06

10.07

10.08

10.09

10.10

10.11

10.12

10.13

10.14

10.15

Credit Agreement dated as of July 2, 2088rg Alliance One International, Inc., Intabex Nethnds
B.V., Alliance One International AG, the lendersrfr time to time parties thereto, and Deutsche Bank
Trust Company Americas, as Administrative Agentoiporated by reference to Exhibit 10.2 to the
Current Report on Form 8-K dated July 9, 2009 dfaAte One International, Inc. (SEC File No. 1-
3684).

First Amendment to Credit Agreement datesfaAugust 24, 2009 among Alliance One Internatipn
Inc., Intabex Netherlands B.V., Alliance One Intgianal AG, the lenders from time to time parties
thereto, and Deutsche Bank Trust Company Amerieas,Administrative Agent, incorporated by
reference to Exhibit 10.1 to the Current ReportFamm 8-K dated August 26, 2009 of Alliance One
International, Inc. (SEC File No. 1-3684).

Second Amendment to Credit Agreement, datedf June 9, 2010, by and among Alliance One
International, Inc., Intabex Netherlands B.V., Afice One International AG, the lenders party hematb
Deutsche Bank Trust Company Americas, as admitistragent, incorporated by reference to Exhibit
10.23 to Alliance One International, Inc.’s AnniRéport on Form 10-K for the year ended March 31,
2010, filed June 14, 2010 (SEC File No. 1-3684).*

Third Amendment to Credit Agreement dated asuagJ1L0, 2011 among Alliance One International,, Inc.
Intabex Netherlands B.V., Alliance One InternatioA&, the lenders from time to time parties thereto
and Deutsche Bank Trust Company Americas, as Adinative Agent (filed herewith).

Registration Rights Agreement dated asubf 4, 2009 between Alliance One International,. land
Credit Suisse Securities (USA) LLC, as represergabi the Initial Purchasers, relating to 10% Senio
Notes due 2016, incorporated by reference to Exhibi2 to the Current Report on Form 8-K dated July
9, 2009 of Alliance One International, Inc. (SEGMo. 1-3684).

Registration Rights Agreement dated asuafust 26, 2009 between Alliance One Internatiolmal, and
Credit Suisse Securities (USA) LLC, as represeraatif the Initial Purchasers, relating to 10% Senio
Notes due 2016, incorporated by reference to ExHiBi2 to the Current Report on Form 8-K dated
August 26, 2009 of Alliance One International, I(BEC File No. 1-3684).

Amended and Restated Alliance One Intesnalj Inc. 2007 Incentive Plan, incorporated byrefice to
Appendix A to the definitive proxy statement of ialice One International, Inc. filed on July 10, 200
(SEC File No. 1-3684).*

Form of Agreement for Stock Awards (CarBeares), incorporated by reference to Exhibit 10.1
Alliance One International, Inc.’s Current Report Borm 8-K, filed August 6, 2008 (SEC File No. 1-
3684).*

Form of Agreement for Stock Units (Carebar® Units), incorporated by reference to Exhilfit21to
Alliance One International, Inc.’s Current Report Borm 8-K, filed August 6, 2008 (SEC File No. 1-
3684).*

Form of Agreement for Stock Units (PerfoncexBased Restricted Stock Units), incorporated by
reference to Exhibit 10.3 to Alliance One Interoatl, Inc.’s Current Report on Form 8-K, filed Awgu
6, 2008 (SEC File No. 1-3684).*

Form of Restricted Stock Unit Agreementoiporated by reference to Exhibit 10.2 to Alliar@ee
International, Inc.’s Quarterly Report on Form 10f@ the period ended December 31, 2010, filed
February 4, 2011 (SEC File No. 1-3684).*

Form of Restricted Stock Unit Agreementp@emental Award), incorporated by reference toikixh
10.3 to Alliance One International, Inc.’s QuargeReport on Form 10-Q for the period ended December
31, 2010, filed February 4, 2011 (SEC File No. B86*

Form of Agreement for Performance Awardspiporated by reference to Exhibit 10.4 to Alliar@@ne
International, Inc.’s Current Report on Form 8-ked August 6, 2008 (SEC File No. 1-3684).*

Form of Performance-based Stock Unit Awagdeement, incorporated by reference to ExhibitL1i0.
Alliance One International, Inc.’s Quarterly Report Form 10-Q for the period ended December 31,
2010, filed February 4, 2011 (SEC File No. 1-3684).

Form of Non-Qualified Stock Option Awardr@&gment incorporated by reference to Exhibit 10.the
Current Report on Form 8-K, filed on March 28, 2Q$EC File No 1-3684).*
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ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES (continued)

(b) Exhibits(continued)

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30
10.31

DIMON Incorporated 2003 Incentive Plan,oiporated by reference to Exhibit 10.14 of DIMON'’s
Annual Report on Form 10-K for the year ended M&th 2004, filed June 10, 2004 (SEC File No. 1-
3684).*

Alliance One International, Inc. PensioruigPlan (amended and restated effective JanuagpQ9),
incorporated by reference to Exhibit 10.04 to Ala One International, Inc.’s Quarterly Report onrf
10-Q for the period ended December 31, 2008 (SHECN6. 1-3684).*

Standard Commercial Corporation 2001 Pesdoce Improvement Compensation Plan, incorporaged b
reference to Appendix A to Standard Commercial Gaafon’s definitive proxy statement filed June 28,
2001 (SEC File No. 1-9875).*

DIMON Incorporated’s Compensation Deferrddn, incorporated by reference to Exhibit 10.15 to
DIMON Incorporated’s Annual Report on Form 10-K the year ended June 30, 2003, filed August 28,
2003 (SEC File No. 1-3684).*

Amendment to DIMON Incorporated CompensatiDeferral Plan, dated December 30, 2005,
incorporated by reference to Exhibit 10.1 of Alk@nOne’s Current Report on Form 8-K, filed Janugry
2006 (SEC File No. 1-3684).*

Standard Commercial Corporation Supplenh&gtirement Plan, as Amended and Restated for féene
Accrued after 2004, incorporated by reference tiiaAte One International, Inc.’s Current Report on
Form 8-K, filed January 7, 2009 (SEC File No. 1-868

Alliance One International, Inc. Supplenatriixecutive Retirement Plan (amended and restatedf
January 1, 2009), incorporated by reference to ItixHi0.1 to Alliance One International, Inc.’s
Amendment No. 1 to Form 10-Q/A for the period en@etember 31, 2008, filed March 9, 2009 (SEC
File No. 1-3684).*

Alliance One International, Inc. SupplemaérRetirement Account Plan (amended and restatedf as
January 1, 2009), incorporated by reference tolkxhD.6 to Alliance One International, Inc.’s Qtaaly
Report on Form 10-Q for the period ended DecemtefB08, filed February 17, 2009 (SEC File No. 1-
3684).*

Consulting Agreement, effective as of Dewmeml, 2010, among Alliance One International, ,Inc.
Meriturn Partners, LLC and Mark Kehaya, incorpodatey reference to Exhibit 10.1 of the Current
Report on Form 8-K, filed on March 28, 2011 (SE RNo 1-3684).*

Amended and Restated Employment Agreerdateéd as of December 31, 2008 between Alliance One
International, Inc. and Robert E. Harrison, incogted by reference to Exhibit 10.2 to Alliance One
International, Inc.’s Current Report on Form 8-ked January 7, 2009 (SEC File No. 1-3684).*

Separation Agreement dated as of Decemibeld10 between Alliance One International, Incd an
Robert E. Harrison, incorporated by reference thilik10.1 of the Current Report on Form 8-K, filed
December 15, 2010 (SEC File No 1-3684).*

Supplemental Release Of Claims, dated aBegsember 14, 2010, between Robert E. Harrison and
Alliance One International, Inc., incorporated lyerence to Exhibit 10.2 of the Current Report omfr
8-K, filed on December 15, 2010 (SEC File No 1-3684

Amended and Restated Employment Agreerdaigd as of December 31, 2008 between Alliance One
International, Inc. and Henry C. Babb, Jr., incogbed by reference to Exhibit 10.3 to Alliance One
International, Inc.’s Current Report on Form 8-kedi, January 7, 2009 (SEC File No. 1-3684).*

Separation and General Release Agreemgsd da of July 20, 2009 between Alliance One Irtgonal,
Inc. and Hilton Kappaun, incorporated by referetw&xhibit 10.1 to the Current Report on Form 8-K
dated July 22, 2009 of Alliance One Internatioiat, (SEC File No. 1-3684).*

Summary of director and executive officer compgios arrangements (filed herewith).*

Description of the material terms of thdiahice One International, Inc. management incenpilas as
implemented by the Executive Compensation Committe¢he Board of Directors, incorporated by
reference to the text appearing under the headixgcutive Compensation—Compensation Discussion
and Analysis—Incentives—Annual Incentives” begimnian page 20 of Alliance One International,
Inc.’s definitive proxy statement on Schedule 1#ikd July 13, 2010 (SEC File No. 1-3684) *
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ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES (continued)

(b)

(©)

Exhibits(continued)

12 Ratio of Earnings to Fixed Charges (filed herayvit

21 List of Subsidiaries (filed herewith).

23.1 Consent of Deloitte & Touche LLP (filed herewith)

31.01 Certification of Chief Executive Officer pursuantSection 302 of the Sarbanes-Oxley Act of 2G0@d
herewith).

31.02 Certification of Chief Financial Officer pursuatat Section 302 of the Sarbanes-Oxley Act of 2Gbed(
herewith).

32 Certification of Chief Executive Officer and ChiBinancial Officer pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002 (filed herewith).
* Indicates management corteacompensatory plan or arrangement.

Instruments with respect to long-term debt, the @amof securities authorized thereunder beingtless ten percent
of the Company’s consolidated assets, have beetteahaind the Company agrees to furnish such ingnisrto

the Securities and Exchange Commission upon request

Financial Statement Schedules:

Schedule Il — Valuation and Qualifying Accounts ears on the following page of this Form KO-All other schedule
are not required under the related instructionsremot applicable and therefore have been omitted.
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SCHEDULE II-VALUATION AND QUALIFYING ACCOUNTS
ALLIANCE ONE INTERNATIONAL, INC. AND SUBSIDIARIES

COL. A COL.B CoL.C COL.D COL. E
ADDITIONS
(1) (2)
Charged to
DESCRIPTION Balance at Charged to Other Balance at
Beginning Costs and Accounts Deductions End of
(in thousands) of Period Expenses -Describe -Describe Period
Year ended March 31, 2009
Deducted from asset accounts:
Allowance for doubtful accounts $ 10,033 $ 882 $ - $2,431%W $ 8,484
Year ended March 31, 2010
Deducted from asset accounts:
Allowance for doubtful accounts $ 8,484 $ 447 $ - $ 5,025A8) $ 3,906
Year ended March 31, 2011
Deducted from asset accounts:
Allowance for doubtful accounts $ 3,906 $ 3,086 $ - $ 3,260W $ 3,732

(A) Currency translation and direct write off.

(B) Subsidiary sold - $4,585.
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SIGNATURES

Pursuant to the requirements of Section 13 or 186{dhe Securities Exchange Act of 1934, the regigthas duly
caused this report to be signed on its behalf byutidersigned, thereunto duly authorized on Juneant.

ALLIANCE ONE INTERNATIONAL, INC. (Registrant)

/sl Mark W. Kehaya
By

Mark W. Kehaya
Chairman and Interim Chief Executive Officer

Pursuant to the requirements of the SecuritiesoAdi934, this report has been signed below by aleviing persons
on behalf of the registrant and in the capacitieécated on June 10, 2011.

/sl Mark W. Kehaya
By

Mark W. Kehaya
Chairman and Interim Chief Executive Officer
(Principal Executive Officer)

/s/ Robert A. Sheets
By

Robert A. Sheets

Executive Vice President-Chief Financial ©éfi and
Chief Administrative Officer

(Principal Financial Officer)

/s/ Hampton R. Poole, Jr.
By

Hampton R. Poole, Jr.
Vice President-Controller
(Principal Accounting Officer)

/s/ C. Richard Green, Jr.
By

C. Richard Green, Jr.
Director

/s/ John M. Hines
By

John M. Hines
Director

/sl Nigel G. Howard
By

Nigel G. Howard
Director

/sl Joseph L. Lanier, Jr.
By

Joseph L. Lanier, Jr.
Director

/sl B. Clyde Preslar
By

B. Clyde Preslar
Director

/s/ Norman A. Scher
By

Norman A. Scher
Director

/s/ William S. Sheridan
By

William S. Sheridan
Director

/s/ Martin R. Wade Il
By

Martin R. Wade Il
Director
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Exhibits

3.01

3.02

4.01

4.02

4.03

4.04

4.05

4.06

10.01

10.02

10.03

10.04

10.05

EXHIBIT INDEX

Amended and Restated Articles of Incorporation #faAce One International, Inc., incorporated by
reference to Exhibit 3.1 of the Current Report onnfr 8-K, filed May 19, 2005 (SEC File No. 1-3684).

Amended and Restated Bylaws of Alliance One Int#onal, Inc., incorporated by reference to Exhibit
3.01 of the Current Report on Form 8-K, filed Mag&8) 2011 (SEC File No. 1-3684).

Specimen of Common Stock certificate incorporatgdréference to Exhibit 4.01 to the Quarterly
Report on Form 10-Q for the period ended DecemlheB09, filed February 8, 2010 (SEC File No. 1-
3684).

Indenture, dated March 7, 2007, between Alliances Omternational, Inc., Law Debenture Trust
Company of New York, as trustee and Deutsche BamistTCompany Americas, as registrar and
paying agent, relating to 8 1/2% Senior Notes ddk22incorporated by reference to Exhibit 4.1 ® th
Current Report on Form 8-K, filed March 8, 2007 (SEle No. 1-3684).

First Supplemental Indenture dated as of June @29 detween Alliance One International, Inc. and
Law Debenture Trust Company of New York, as Trustetating to 8 2% Senior Notes due 2012,
incorporated by reference to Exhibit 4.4 to the r€ot Report on Form 8-K dated July 9, 2009 of
Alliance One International, Inc. (SEC File No. 1839.

Indenture dated as of July 2, 2009 among Alliancee nternational, Inc., Law Debenture Trust
Company of New York, as trustee, and Deutsche Bemist Company Americas, as registrar and
paying agent, relating to 10% Senior Notes due 2@idbrporated by reference to Exhibit 4.1 to the
Current Report on Form 8-K dated July 9, 2009 diaAte One International, Inc. (SEC File No. 1-
3684).

First Supplemental Indenture dated as of Augus2R69 among Alliance One International, Inc., Law

Debenture Trust Company of New York, as trusted, Bautsche Bank Trust Company Americas, as
registrar and paying agent, relating to 10% SeNimtes due 2016, incorporated by reference to Ekhibi
4.1 to the Current Report on Form 8-K dated Au@@st2009 of Alliance One International, Inc. (SEC

File No. 1-3684).

Indenture dated as of July 2, 2009 among Alliange International, Inc., Law Debenture Trust
Company of New York, as trustee, and Deutsche Bankt Company Americas, as registrar, paying
agent and conversion agent, relating to 5 %% CdiblerSenior Subordinated Notes due 2014,
incorporated by reference to Exhibit 4.2 to the réntr Report on Form 8-K dated July 9, 2009 of
Alliance One International, Inc. (SEC File No. 1838.

Credit Agreement dated as of July 2, 2009 amon@de One International, Inc., Intabex Netherlands
B.V., Alliance One International AG, the lendersrfr time to time parties thereto, and Deutsche Bank
Trust Company Americas, as Administrative Agentomporated by reference to Exhibit 10.2 to the

Current Report on Form 8-K dated July 9, 2009 diaAte One International, Inc. (SEC File No. 1-

3684).

First Amendment to Credit Agreement dated as ofusti@4, 2009 among Alliance One International,
Inc., Intabex Netherlands B.V., Alliance One Intgional AG, the lenders from time to time parties
thereto, and Deutsche Bank Trust Company AmerieasAdministrative Agent, incorporated by
reference to Exhibit 10.1 to the Current ReportFanm 8-K dated August 26, 2009 of Alliance One
International, Inc. (SEC File No. 1-3684).

Second Amendment to Credit Agreement, dated asuoé @, 2010, by and among Alliance One

International, Inc., Intabex Netherlands B.V., aiice One International AG, the lenders party hereto
and Deutsche Bank Trust Company Americas, as adirative agent, incorporated by reference to
Exhibit 10.23 to Alliance One International, IncAsinual Report on Form 10-K for the year ended

March 31, 2010, filed June 14, 20(SEC File No. -3684).*

Third Amendment to Credit Agreement dated as oeJL®, 2011 among Alliance One International,
Inc., Intabex Netherlands B.V., Alliance One Int#ianal AG, the lenders from time to time parties
thereto, and Deutsche Bank Trust Company Ameraagdministrative Agent (filed herewith).

Registration Rights Agreement dated as of July@®92between Alliance One International, Inc. and
Credit Suisse Securities (USA) LLC, as represergatif the Initial Purchasers, relating to 10% Senio
Notes due 2016, incorporated by reference to ExAidi2 to the Current Report on Form 8-K dated
July 9, 2009 of Alliance One International, IncCE(SFile No. 1-3684).
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Exhibits (continued)
10.06

10.07

10.08

10.09

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

EXHIBIT INDEX

Registration Rights Agreement dated as of August2Z289 between Alliance One International, Inc.
and Credit Suisse Securities (USA) LLC, as reprdime of the Initial Purchasers, relating to 10%
Senior Notes due 2016, incorporated by referendextobit 10.2 to the Current Report on Form 8-K

Amended and Restated Alliance One International, 2007 Incentive Plan, incorporated by reference
to Appendix A to the definitive proxy statement Aifiance One International, Inc. filed on July 10,
2009 (SEC File No. 1-3684).*

Form of Agreement for Stock Awards (Career Share€prporated by reference to Exhibit 10.1 to
Alliance One International, Inc.’s Current Repont Borm 8-K, filed August 6, 2008 (SEC File No. 1-
3684).*

Form of Agreement for Stock Units (Career Sharetd)nincorporated by reference to Exhibit 10.2 to
Alliance One International, Inc.’s Current Repont lBorm 8-K, filed August 6, 2008 (SEC File No. 1-
3684).*

Form of Agreement for Stock Units (Performance-Blagestricted Stock Units), incorporated by
reference to Exhibit 10.3 to Alliance One Interoatl, Inc.’s Current Report on Form 8-K, filed
August 6, 2008 (SEC File No. 1-3684).*

Form of Restricted Stock Unit Agreement, incorpedaby reference to Exhibit 10.2 to Alliance One
International, Inc.’s Quarterly Report on Form 10f@) the period ended December 31, 2010, filed
February 4, 2011 (SEC File No. 1-3684).*

Form of Restricted Stock Unit Agreement (SupplermkAtvard), incorporated by reference to Exhibit
10.3 to Alliance One International, Inc.’s QuargeiReport on Form 10-Q for the period ended
December 31, 2010, filed February 4, 2011 (SEC Wdel-3684).*

Form of Agreement for Performance Awards, incorpedy reference to Exhibit 10.4 to Alliance One
International, Inc.’s Current Report on Form 8-ked August 6, 2008 (SEC File No. 1-3684).*

Form of Performance-based Stock Unit Award Agredirianorporated by reference to Exhibit 10.1 to
Alliance One International, Inc.’s Quarterly Report Form 10-Q for the period ended December 31,
2010, filed February 4, 2011 (SEC File No. 1-3684).

Form of Non-Qualified Stock Option Award Agreemémtorporated by reference to Exhibit 10.2 of
the Current Report on Form 8-K, filed on March 2811 (SEC File No 1-3684).*

DIMON Incorporated 2003 Incentive Plan, incorpodatey reference to Exhibit 10.14 of DIMON'’s
Annual Report on Form 10-K for the year ended Ma&th2004, filed June 10, 2004 (SEC File No. 1-
3684).*

Alliance One International, Inc. PensionuiBgPlan (amended and restated effective Janua?p@9),
incorporated by reference to Exhibit 10.04 to Alte One International, Inc.’s Quarterly Report on
Form 10-Q for the period ended December 31, 20[@8] February 17, 2009 (SEC File No. 1-3684).*

Standard Commercial Corporation 2001 Pexdoce Improvement Compensation Plan, incorporated
by reference to Appendix A to Standard Commerciafp@ration’s definitive proxy statement filed
June 28, 2001 (SEC File No. 1-9875).*

DIMON Incorporated’s Compensation DeferPddn, incorporated by reference to Exhibit 10.15 to
DIMON Incorporated’s Annual Report on Form 10-K ftie year ended June 30, 2003, filed August
28, 2003 (SEC File No. 1-3684).*

Amendment to DIMON Incorporated Compensatideferral Plan, dated December 30, 2005,
incorporated by reference to Exhibit 10.1 of Alk@nOne’s Current Report on Form 8-K, filed January
5, 2006 (SEC File No. 1-3684).*

Standard Commercial Corporation SupplenheRtirement Plan, as Amended and Restated for
Benefits Accrued after 2004, incorporated by raefeesto Alliance One International, Inc.’s Current
Report on Form 8-K, filed January 7, 2009 (SEC Nite 1-3684).*
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10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30
10.31

Alliance One International, Inc. Supplenaéiiixecutive Retirement Plan (amended and reststenf
January 1, 2009), incorporated by reference to IixHi0.1 to Alliance One International, Inc.’s
Amendment No. 1 to Form 10-Q/A for the period enBetember 31, 2008, filed March 9, 2009 (SEC
File No. 1-3684).*

Alliance One International, Inc. SupplenaéiRetirement Account Plan (amended and restateaf as
January 1, 2009), incorporated by reference to IixHi0.6 to Alliance One International, Inc.’s
Quarterly Report on Form 10-Q for the period enBedember 31, 2008, filed February 17, 2009 (SEC
File No. 1-3684).*

Consulting Agreement, effective as of Ddoeml, 2010, among Alliance One International, ,Inc.
Meriturn Partners, LLC and Mark Kehaya, incorpodat®yy reference to Exhibit 10.1 of the Current
Report on Form 8-K, filed on March 28, 2011 (SE@ No 1-3684).*

Amended and Restated Employment Agreerdated as of December 31, 2008 between Alliance One
International, Inc. and Robert E. Harrison, incagted by reference to Exhibit 10.2 to Alliance One
International, Inc.’s Current Report on Form 8-ked January 7, 2009 (SEC File No. 1-3684).*

Separation Agreement dated as of DecemheRd10 between Alliance One International, Inad an
Robert E. Harrison, incorporated by reference thilk 10.1 of the Current Report on Form 8-K, filed
on December 15, 2010 (SEC File No 1-3684).*

Supplemental Release Of Claims, dated d3ecember 14, 2010, between Robert E. Harrison and
Alliance One International, Inc., incorporated ®ference to Exhibit 10.2 of the Current Report on
Form 8-K, filed on December 15, 2010 (SEC File N86B4).*

Amended and Restated Employment Agreerdated as of December 31, 2008 between Alliance One
International, Inc. and Henry C. Babb, Jr., incogted by reference to Exhibit 10.3 to Alliance One
International, Inc.’s Current Report on Form 8-ldi, January 7, 2009 (SEC File No. 1-3684).*

Separation and General Release Agreemdrtd das of July 20, 2009 between Alliance One
International, Inc. and Hilton Kappaun, incorpothl®y reference to Exhibit 10.1 to the Current Répor
on Form 8-K dated July 22, 2009 of Alliance Oneingtional, Inc. (SEC File No. 1-3684).*

Summary of director and executive officer compgios arrangements (file herewith).*

Description of the material terms of théiahice One International, Inc. management incenia@ as
implemented by the Executive Compensation Committiethe Board of Directors, incorporated by
reference to the text appearing under the headimgc¢utive Compensation—Compensation Discussion
and Analysis—Incentives—Annual Incentives” begimnion page 20 of Alliance One International,
Inc.’s definitive proxy statement on Schedule 1#i&d July 13, 2010 (SEC File No. 1-3684).*

Ratio of Earnings to Fixed Charges (filed herévit
List of Subsidiaries (filed herewith).
Consent of Deloitte & Touche LLP (filed herewith)

Certification of Chief Executive Officer pursuatat Section 302 of the Sarbanes-Oxley Act of 2002
(filed herewith).

Certification of Chief Financial Officer pursuatt Section 302 of the Sarbanes-Oxley Act of 2002
(filed herewith).

Certification of Chief Executive Officer and ChiEinancial Officer pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 (filed herewith).

* Indicates management contract or compensatorygslarrangement.

Instruments with respect to long-term debt, dheount of securities authorized thereunder beisg le
than ten percent of the Company’s consolidatedtgsisave been omitted and the Company agrees to
furnish such instruments to the Securities and Bmgh Commission upon request.
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