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Part I. Financial Information
Item 1. Financial Statements

Alliance One International, Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
Three Months Ended June 30, 2011 and 2010
(Unaudited)

Three Months Ended

June 30,

(in thousands, except per share data) 2011 2010
Sales and other operating revenues $ 361,564 $490,956
Cost of goods and services sold 305,316 410,938
Gross profit 56,248 80,018
Selling, administrative and general expenses 34,955 37,274
Other income 3,230 1,602
Restructuring charges 769 -
Operating income 23,754 44,346
Debt retirement expense - 932
Interest expense (includes debt amortization ob&2 and $2,221 for the three mon
in 2011 and 2010, respectively) 25,776 26,736
Interest income 1,491 1,983
Income (loss) before income taxes and other items (531) 18,661
Income tax expense (benefit) (1,881) 4,830
Net income 1,350 13,831

Less: Netincome attributable to noncontrgllinterests 29 9
Net income attributable to Alliance One Internasibinc. 1,321 $ 13,822
Earnings per share:

Basic $ .02 $.16

Diluted $ .02 $.13
Weighted average number of shares outstanding:

Basic 86,812 88,961

Diluted 110,082 112,292

See notes to condensed consolidated financial statements




Alliance One International, Inc. and Subsidiaries
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
June 30, June 30, March 31,
(in thousands) 2011 2010 2011
ASSETS
Current assets
Cash and cash equivalents $ 70,386 $ 247,63t $ 43,506
Trade and other receivables, net 172,464 119,080 279,904
Accounts receivable, related parties 71,392 48,304 61,981
Inventories 1,000,311 1,044,406 800,365
Advances to tobacco suppliers 86,120 82,62¢ 74,556
Recoverable income taxes 5,710 2,947 7,191
Current deferred taxes 7,429 32,484 3,955
Prepaid expenses 48,729 61,108 42,319
Assets held for sale 389 537 413
Current derivative asset 940 6,342 2,543
Other current assets 598 1,107 542
Total current assets 1,464,468 1,646,580 1,317,275
Other asse
Investments in unconsolidated affiliates 25,665 23,202 25,665
Goodwill and other intangible assets 39,984 43,827 41,205
Deferred income taxes 83,600 148,987 82,707
Other deferred charges 21,264 27,239 21,019
Other noncurrent assets 84,154 105,011 83,371
254,667 348,26¢€ 253,967
Property, plant and equipment, net 237,569 198,24( 237,088
$ 1,956,704 $2,193,086 $ 1,808,330
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities
Notes payable to banks $ 497,453 $ 510,56: $ 231,407
Accounts payable 104,514 123,631 86,103
Due to related parties 31,386 4,337 38,937
Advances from customers 24,223 92,736 17,576
Accrued expenses and other current liabilities 92,831 139,72¢ 78,459
Current derivative liability 633 - -
Income taxes 15,209 11,395 17,149
Long-term debt current 994 448 784
Total current liabilities 767,243 882,832 470,415
Long-term debt 737,039 765,684 884,371
Deferred income taxes 3,538 4,237 3,816
Liability for unrecognized tax benefits 15,155 20,69¢ 14,733
Pension, postretirement and other long-terniliigs 113,744 113,470 118,983
869,476 904,09C 1,021,903
June 3( June 3( March 31
Stockholders’ equity 2011 2010 2011
Common Stock—no par value:

Authorized shares 250,00( 250,00 250,00(

Issued shares 94,92797,198 94,938 456,420 461,145 455,409
Retained deficit (119,472) (35,420 (120,793)
Accumulated other comprehensive loss (20,191) (24,026) (21,803)

Total stockholders’ equity of Alliance Ohernational, Inc. 316,757 401,69¢ 312,813
Noncontrolling interests 3,228 4,465 3,199
Total equity 319,985 406,164 316,012

$ 1,956,704 $2,193,086 $ 1,808,330

See notes to condensed consolidated financial statements



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

(Unaudited)

Attributable to Alliance One International, Inc.

Accumulated

Other Comprehensive Loss

Currency
Common Retained Translation Pensions,  Noncontrolling Total

(in thousands) Stock Deficit Adjustment Net of Tax Interests Equity
Balance, March 31, 2010 $460,971 $ (49,242) $ (3,691) $ (17,638) $ 4,522 $ 394,922
Net income - 13,822 - - 9 13,831
Restricted stock surrendered (340) - - - - (340)
Exercise of employee stock options 20 - - - - 20
Stock-based compensation 494 - - - - 494
Conversion of foreign currency

financial statements - - (2,697) - (66) (2,763)
Balance, June 30, 2010 $461,145% (35,420) $ (6,388) $ (17,638) $ 4,465 $ 406,164
Balance, March 31, 2011 $ 455,409% (120,793) $ (1,376) $ (20,427) $ 3,199 $ 316,012
Net income - 1,321 - - 29 1,350
Restricted stock surrendered (7 - - - - (7
Stock-based compensation 1,018 - - - - 1,018
Conversion of foreign currency

financial statements - - 681 - - 681
Adjustment in pensions - - - 931 - 931
Balance, June 30, 2011 $ 456,420 $(119,472) $ (695) $ (19,496) $ 3,228 $ 319,985

See notes to condensed consolidated financial statements



Alliance One International, Inc. and Subsidiaries

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended June 30, 2011 and 2010

(Unaudited)
June 30, June 30,
(in thousands) 2011 2010
Operating activities
Net income $ 1,350 $ 13,831
Adjustments to reconcile net income to net aas#d by operating activities:
Depreciation and amortization 7,944 7,094
Debt amortization/interest 3,403 3,216
Restructuring charges 58 -
Gain on foreign currency transactions (3,566) (5,224)
Changes in operating assets and liabilities, (81,166) (192,080)
Other, net 160 (1,279)
Net cash used by operating activities (71,817) (174,442)
Investing activities
Purchases of property, plant and equipment (12,757) (13,111)
Proceeds from sale of property, plant and eqaim 905 1,465
Other, net 658 (551)
Net cash used by investing activities (11,194) (12,197)
Financing activities
Net proceeds from short-term borrowings 264,056 334,322
Proceeds from long-term borrowings 50,200 -
Repayment of long-term borrowings (198,164) (24,019)
Debt issuance cost (4,234) (3,374)
Other, net - (630)
Net cash provided by financing activities 111,858 306,299
Effect of exchange rate changes on cash (1,967) (1,762)
Increase in cash and cash equivalents 26,880 117,898
Cash and cash equivalents at beginning of period 43,506 129,738
Cash and cash equivalents at end of period $ 70,386 $ 247,636

See notes to condensed consolidated financial statements




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

1. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTI® POLICIES

Basis of Presentation

Because of the seasonal nature of the Companyiedass the results of operations for any fiscalrgawill not necessarily be
indicative of results to be expected for other tpraror a full fiscal year. In the opinion of mgeaent, all adjustments
(consisting of normal recurring adjustments) coaesed necessary for a fair statement of financialtfmm, results of operation
and cash flows at the dates and for the periodsepted have been included. The unaudited infoomaticluded in this Form
10-Q should be read in conjunction with the finahstatements and notes thereto included in thep@ogis Annual Report on
Form 10-K for the fiscal year ended March 31, 2011.

Taxes Collected from Customers
Certain subsidiaries are subject to value addegktar local sales. These amounts have been incindmles and were $5,515
and $7,655 for the three months ended June 30, 28d 2010, respectively.

Other Deferred Charges
Other deferred charges are primarily deferred fiivancosts that are amortized over the life ofdhbt.

New Accounting Standards

Recently Adopted Accounting Pronouncements

On April 1, 2011 the Company adopted new accourngimgance on accounting for multiple-deliverableer@ue arrangements.
The objective of this accounting guidance is torads the accounting for multiple-deliverable aremgnts to enable vendors to
account for products or services (deliverables)assply rather than as a combined unit. The Compadgpted this new
accounting guidance with no material impact offiitancial condition or results of operations.

On April 1, 2011, the Company adopted remgounting guidance on fair value measurementsdisaclosures. This
guidance requires reporting entities to disclogmestely the amounts of significant transfers id aaot of Level 1 and Level 2
fair value measurements and describe the reasanthdotransfers. It also requires reporting ergtitte present separately
information about purchases, sales, issuancessettldments in their Level 3 fair value reconciias. The Company adopted
these new disclosure requirements with no matériphct on its financial condition or results of ogtons. See Note 17 “Fair
Value Measurements” for further details.

Recent Accounting Pronouncements Not Yet Adopted

In May 2011, the FASB issued new accounting guidaoe fair value measurements and disclosures. biextive of this
accounting guidance is to provide consistent comfiagnvalue measurement and disclosure requiremeantsS. GAAP and
IFRS such as clarifying how existing fair value s@@ment requirements should be applied, changinticplar principles and
requirements for measuring fair value and fair gatbeasurement disclosures. This accounting go@uaiil be effective for
the Company on January 1, 2012. The Company ddesxpect the impact of this new accounting guidaickave a material
impact on its financial condition or results of ogt#ons.

In June 2011, the FASB issued new actogrguidance on comprehensive income. The objedaiivthis accounting
guidance is to improve the comparability, consisyeand transparency of financial reporting andnttréase the prominence of
items reported in other comprehensive income. Thalance eliminates the option to present companerit other
comprehensive income as part of the statementogkisolders’ equity and requires them to be preseimethe statement of
comprehensive income instead. This accountingagaid will be effective for the Company on Januarg2d12. The Company
does not expect the impact of this new accountimgance to have a material impact on its financ@tdition or results of
operations.

2. INCOME TAXES

Accounting for Uncertainty in Income Taxes
As of June 30, 2011, the Company’s unrecognizedbenefits totaled $8,916, all of which would impakte Company’s
effective tax rate if recognized.

The Company recognizes interest and pesaklated to unrecognized tax benefits in inctemeexpense. As of June 30,
2011, accrued interest and penalties totaled $&a8451,484, respectively.

The Company expects to continue accruimgrést expense related to the unrecognized tagfibemlescribed above.
Additionally, the Company may be subject to fluttoms in the unrecognized tax liability due to @mcy exchange rate
movements.



Alliance One International, Inc. and Subsidiaries

2. INCOME TAXES(continued)

Accounting for Uncertainty in Income Taxes(continued)

Other than the expiration of an applicadtigute of limitations pertaining to an internatib unrecognized tax benefit of
$130, interest of $80, and penalties of $98, thengany does not foresee any reasonably possiblegekan the unrecognized
tax benefits in the next twelve months but musthagledge circumstances can change due to unexpéetedopments in the
law. In certain jurisdictions, tax authorities kaghallenged positions that the Company has takatnrésulted in recognizing
benefits that are material to its financial statetee The Company believes it is more likely tham that it will prevail in these
situations and accordingly have not recorded sl for these positions. The Company expectctialenged positions to be
settled at a time greater than twelve months fitsrbalance sheet date.

The Company and its subsidiaries file 8.Uederal consolidated income tax return as veetieturns in several U.S. states
and a number of foreign jurisdictions. As of J@te 2011, the Company’s earliest open tax yeatSf&. federal income tax
purposes was its fiscal year ended March 31, 2@&:n tax years in state and foreign jurisdictigeserally range from three to
six years.

Provision for the Three Months Ended June 30, 2011

The effective tax rate used for the three montlidedrdune 30, 2011 was 354.2% compared to 25.9%ddahree months ended
June 30, 2010. The effective tax rates for thesogs are based on the current estimate of falt yesults including the effect
of taxes related to specific events which are medrin the interim period in which they occur. T®empany expects the tax
rate for the year ended March 31, 2012 to be 174&fiés absorption of discrete items.

For the three months ended June 30, 20&1Company recorded a specific event adjustmeméfiieof $3,914, bringing
the effective tax rate estimated for the three memf (382.9)% to 354.2%. This specific event atifpent benefit relates
primarily to additional income tax, interest, anxtcleange losses related to liabilities for unrecogditax benefits and net
exchange gains on income tax accounts. For ttee timonths ended June 30, 2010, the Company retardpecific event
adjustment expense of $1,227, bringing the effectax rate estimated for the three months of 1%8%5.9%. This specific
event adjustment expense relates primarily to Bddit income tax, interest, and exchange lossesegtlto liabilities for
unrecognized tax benefits, net exchange gains conie tax accounts and a tax adjustment relatetie¢dfdreign currency
exchange account. The significant difference aeaktimated effective tax rate for the three mostided June 30, 2011 from
the statutory rate is primarily due to net exchaggi&s on income tax accounts and foreign incomeates lower than the U.S.
rate.

3. GUARANTEES

The Company and certain of its foreign subsidiagiesrantee bank loans to suppliers to finance treps. Under longer-term
arrangements, the Company may also guarantee fitana suppliers’ construction of curing barns threw tobacco production
assets. The Company also guarantees bank loam@stsin tobacco cooperatives to assist with thenfiing of their suppliers’
crops. Guaranteed loans are generally repaid camtuwith the delivery of tobacco to the Companyhe Company is
obligated to repay any guaranteed loan should tbel®r or tobacco cooperative default. If defaadturs, the Company has
recourse against the supplier or cooperative. Gtrapany also guarantees bank loans of certain sotidated subsidiaries in
Asia and Zimbabwe. The following table summarize®unts guaranteed and the fair value of thoseagtess:

June 30, 2011 June 30, 2010 March 31, 2011
Amounts guaranteed (not to exceed) $ 145,223 $ 152,128 $ 119,114
Amounts outstanding under guarantee 96,573 131,477 102,550
Fair value of guarantees 2,950 8,933 4,575

Of the guarantees outstanding at June2@0] approximately 87% expire within one year amel temainder within five
years. The fair value of guarantees is recordettorued Expenses and Other Current Liabilitiethsncondensed consolidated
balance sheets and included in crop costs.

In Brazil, some suppliers obtain governtmeubsidized rural credit financing from local bartkat is guaranteed by the
Company. The Company withholds amounts owed tolgrppelated to the rural credit financing of thgpplier upon delivery
of tobacco to the Company. The Company remits paysn the local banks on behalf of the guarantagpliers. Terms of
rural credit financing are such that repaymentuis tb local banks based on contractual due datesf Aune 30, 2011 and 2010
and March 31, 2011, respectively, the Company tadnges of $32,839, $49,651 and $27,750 that weeeta local banks on
behalf of suppliers. These amounts are includesttounts Payable in the condensed consolidatedbalsheets.



Alliance One International, Inc. and Subsidiaries

4. RESTRUCTURING CHARGES

In response to shifting supply and demand balamsces the changing business models of the Companyssomers, the
Company began implementing several strategic thita during the third quarter of fiscal 2011. Tihdiatives will continue
over the coming quarters as the Company continaedefine and execute the necessary changes to rsuppe business

functions.

The following table summarizes the restructuringrgles recorded in the Company’s reporting segnukmtag the three months

ended June 30, 2011:

Restructuring Charges

Three Months
Ended
June 30, 2011

Employee separation and other cash charges:
Beginning balance
Period charges:
Severance charges
Other cash charges
Total period charges
Payments through June 30
Ending balance June 30

Total restructuring charges for the period

The following table summarizes the empéogeparation and other cash charges recorded (Daimpany’s South America
and Other Regions segments during the three mentthsd June 30, 2011:

Employee Separation and Other Cash Charges

$ 6,193

738
31

769
(1,742)
$ 5,220
$ 769

Beginning balance:

South America
Other regions

Period charges:

South America
Other regions

Payments through June 30:

South America
Other regions

Ending balance June 30:

South America
Other regions

5. GOODWILL AND INTANGIBLES

Goodwill represents costs in excess of fair valssigned to the underlying net assets of acquiusthésses. Goodwill is not
subject to systematic amortization, but ratheresead for impairment annually or whenever events @rcumstances indicate
that an impairment may have occurred. The Compeasychosen the first day of the last quarter dfistal year as the date to

perform its annual goodwill impairment test.

769
$ (1,742)
(80)
(1,662)
$ 5,220

993
4,227




Alliance One International, Inc. and Subsidiaries

5. GOODWILL AND INTANGIBLES (conti

nued)

The Company has no intangible assets indefinite useful lives. It does have other imgide assets which are being
amortized. The following table summarizes the ¢fesnin the Company’s goodwill and other intangibftasthe three months

June 30, 2011 and 2010:

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, 2010 balance:
Gross carrying amount $ 2,794 $ 33,700 $ 7,893 $ 14,459 $ 58,846
Accumulated amortization - (8,214) (1352 (4,189) (13,855)
Net March 31, 2010 2,794 25,486 6,441 10,270 44,991
Amortization expense - (421) (47) (696) (1,164)
Net June 30, 2010 2,794 25,065 6,394 9,574 43,827
Additions - - - 1,308 1,308
Amortization expense - (1,264) (449) (2,217) (3,930)
Net March 31, 2011 2,794 23,801 5,945 8,665 41,205
Additions - - - 206 206
Amortization expense - (421) (244) (762) (1,427)
Net June 30, 2011 $ 2,794 $ 23,380 $ 5,701 $ 8,109 $ 39,984

The following table summarizes the estedantangible asset amortization expense for théfiee years and beyond:

Production Internally

Customer and Supply Developed

For Fiscal Relationship Contract Software

Years Ended Intangible Intangible Intangible Total

2012 $ 1,685 $ 1,173 $ 3,097 $ 5,955
2013 1,685 1,251 3,195 6,131
2014 1,685 1,251 1,757 4,693
2015 1,685 1,173 443 3,301
2016 1,685 1,097 281 3,063
Later 15,376 - 98 15,474
$ 23,801 $ 5,945 $ 8,871 $ 38,617

* Estimated amortization expense for the intesndiveloped software is based on costs accumugetesf June 30, 2011. These estimates
will change as new costs are incurred and untiktifavare is placed into service in all locations.

6. VARIABLE INTEREST ENTITIES

Consolidated Variable Interest Entities

The Company held a variable interest in one joemture in which the Company was the primary beraficbecause of its
power to direct activities that most significantiypacted the economic performance of the entitye joint venture was an
enterprise that served as a dedicated inventorglgigource in Asia and the Company’s variable iggeiin this joint venture
related to working capital advances and guarardéése joint venture’s borrowings. The Companymgrated its relationship
with this entity during the three months ended J88g 2011 with no material impact on its finanaiaindition or results of

operations.

-10 -



Alliance One International, Inc. and Subsidiaries

6. VARIABLE INTEREST ENTITIES(continued)

Consolidated Variable Interest Entities(continued)

As the primary beneficiary of this VIEet entity’s material assets, liabilities and reswif operations were previously
included in the Company’s consolidated financiatestnents. The following table summarizes the naltedarrying amounts of
the entity’s assets, all of which are restricted|uded in the Company’s consolidated balance sheet

Assets of Consolidated VIE June 30, 2010 March 31, 2011
Inventory $ 4,842 $ 5,195
Advances to suppliers 2,843 1,770

Amounts presented in the table aboveecasicted assets relating to the consolidated \fEEaaljusted for intercompany
eliminations.

Nonconsolidated Variable Interest Entities

The Company holds variable interests in four jeintures that are accounted for under the equithodeof accounting. These
joint ventures procure inventory on behalf of thenfbany and the other joint venture partners. Th@abke interests relate to
equity investments and advances made by the Contpahg joint ventures. In addition, the Compalspauarantees one of its
joint venture’s borrowings which also representaiable interest in that joint venture. The Compas not the primary
beneficiary, as it does not have the power to titee activities that most significantly impact teeonomic performance of the
entities as a result of the entities’ managemedttarard of directors structure. Therefore, theg#ies are not consolidated. At
June 30, 2011 and 2010, and March 31, 2011, thep@oy’s investment in these joint ventures was $&3l,%22,878 and
$24,753, respectively and is classified as Investsmig Unconsolidated Affiliates in the condensedsplidated balance sheets.
The Company’s advances to these joint ventures $&/@65, $9,102 and $36 at June 30, 2011 and 20itDMarch 31, 2011,
respectively and are classified as Accounts RebiyaRelated Parties in the condensed consolidatdgince sheets. The
Company guaranteed an amount to a joint ventureonekceed $19,348, $16,581 and $16,982 at Jun2(3d, and 2010, and
March 31, 2011, respectively. The investments,aades and guarantee in these joint ventures reyiréise Company’s
maximum exposure to loss.

7. SEGMENT INFORMATION

The Company purchases, processes, sells and Eafésbacco. Tobacco is purchased in more thacodbtries and shipped to
more than 90 countries. The sales, logistics altiddgofunctions of the Company are primarily cont&ted in service centers
outside of the producing areas to facilitate actests major customers. Within certain qualitydagrade constraints, tobacco is
fungible and, subject to these constraints, custemmay choose to fulfill their needs from any of #ireas where the Company
purchases tobacco.

Selling, logistics, billing, and administive overhead, including depreciation, which wrages primarily from the
Company’s corporate and sales offices are alloctietthe segments based upon segment operating éacorhe Company
reviews performance data from purchase throughlsaded on the source of the product and all intepamy transactions are
allocated to the region that either purchases acgsses the tobacco.

The following table presents the sumnsgment information for the three months ended 30n2011 and 2010:

Three Months Ended

June 30,
2011 2010

Sales and other operating revenues:

South America $ 155,845 $ 263,878

Other regions 205,719 227,078

Total revenue $ 361,564 $ 490,956
Operating income:

South America $ 14,322 $ 19,149

Other regions 9,432 25,197
Total operating income 23,754 44,346

Debt retirement expense - 932

Interest expense 25,776 26,736

Interest income 1,491 1,983
Income (loss) before income taxes and other items $ (531) $ 18,661

-11 -



Alliance One International, Inc. and Subsidiaries

7. SEGMENT INFORMAT ION(continued)

Analysis of Segment Assets June 30, 2011 June 30, 2010 March 31, 2011
Segment assets:
South America $ 740,715 $ 941,448 $ 690,428
Other regions 1,215,989 1,251,638 1,117,902
Total assets $ 1,956,704 $ 2,193,086 $ 1,808,330

8. EARNINGS PER SHARE

The weighted average number of common shares odietiis reported as the weighted average of tte¢ shares of common
stock outstanding net of shares of common stoctt bgla wholly owned subsidiary. Shares of commimeksowned by the
subsidiary were 7,853 at June 30, 2011 and 2010s Subsidiary waives its right to receive dividerahd it does not have the
right to vote.

Certain potentially dilutive options wenet included in the computation of earnings pdutdd share because their
exercise prices were greater than the average tanike of the shares of common stock during thieopeand their effect would
be antidilutive. These shares totaled 4,413 atighted average exercise price of $6.06 per shahena 30, 2011 and 1,559 ata
weighted average exercise price of $7.01 per shtafene 30, 2010.

In connection with the offering of the Bpany’s 5 ¥2% Convertible Senior Subordinated Ndtes 2014, issued on July
2, 2009 (the “Convertible Notes”), the Company esdeinto privately negotiated convertible note hedgansactions (the
“convertible note hedge transactions”) equal to naenber of shares that underlie the Company’s Quible Notes. These
convertible note hedge transactions are expecteredace the potential dilution of the Company's ocwmon stock upon
conversion of the Convertible Notes in the eveat the value per share of common stock exceedsitied conversion price of
$5.0280 per share. These shares were not incindbd computation of earnings per diluted shaahbse their inclusion would
be antidilutive.

On July 28, 2010, the Company’s boardliogctors authorized the purchase up to $40,006safommon stock through
June 30, 2012. As of June 30, 2011, the Compadyphechased 2,380 shares of its common stock aighted average price
paid per share of $3.78. At June 30, 2011, the g2om did not achieve the necessary fixed chargerage ratio under the
indenture governing the Company’s 10% Senior Ndigs 2016 to access the restricted payments baskéhd purchase of
common stock.

The following table summarizes the compioh of earnings per share for the three montde@dune 30, 2011 and 2010,
respectively.

Three Months Ended

June 30,
(in thousands, except per share data) 2011 2010
BASIC EARNINGS
Net income attributable to Alliance One Internagibrinc. $ 1,321 $ 13,822
SHARES
Weighted average number of shares outstanding 86,812 88,961
BASIC EARNINGS PER SHARE $ .02 $ .16
DILUTED EARNINGS
Net income attributable to Alliance One Inteioaal, Inc. $1,321 $ 13,822
Plus interest expense on 5 1/2% convertiblesyatet of tax 1,028 1,028
Net income attributable to Alliance One Intefoaal, Inc. as adjusted $ 2,349 $ 14,850
SHARES
Weighted average number of common shares odisgn 86,812 88,961
Plus: Restricted shares issued and sharesablgito stock
options and restricted stock umitt, of shares assumed
to be purchased from proceeds atageemarket price 398 459
Assuming conversion of 5 1/2% convéetitiotes at the time of issuance 22,872 22,872
Shares applicable to stock warrants -* -*
Adjusted weighted average number of common shaustanding 110,082 112,292
DILUTED EARNINGS PER SHARE $ .02 $ .13

* For the three months ended June 30, 2011 and,2@&0warrants were not assumed exercised bechasexercisgrice
was more than the average price for the pepoesented.
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9. COMPREHENSIVE INCOME
The components of comprehensive income were asfsll

Three Months Ended

June 30,

2011 2010
Net income $ 1,350 $ 13,831
Equity currency conversion adjustment 681 (2,763)
Pension adjustment, net of tax of $399 931 -
Total comprehensive income 2,962 11,068
Comprehensive income (loss) attributable to nonedlintg interests 29 (57)
Total comprehensive income attributable to Allia@ee International, Inc. $ 2,933 $ 11,125

10. STOCK-BASED COMPENSATION

The Company recorded stock-based compensation sxpetated to stock-based awards granted undearitsus employee and
non-employee stock incentive plans of $1,018 argfi$dr the three months ended June 30, 2011 angd, 284pectively.

The Company’s shareholders amended thé Bientive Plan (the “2007 Plan”) at its Annuatéting of Shareholders on
August 6, 2009. The 2007 Plan is an omnibus pglahgrovides the flexibility to grant a varietyedfuity awards including stock
options, stock appreciation rights, stock awartis;ksunits, performance awards and incentive awardsficers, directors and
employees of the Company.

During the three months ended June 3Q12&nd 2010, respectively, the Company did not make stock-based
compensation awards.

11. CONTINGENCIES AND OTHER INFORMATION

Non-Income Tax

The government in the Brazilian State of Paranar@Ra”) issued a tax assessment on October 26, ®idld Fespect to local
intrastate trade tax credits that result primafilym tobacco transferred between states within iBraZhe assessment for
intrastate trade tax credits taken is $8,441 aedtdtal assessment including penalties and intehestigh June 30, 2011 is
$19,140. The Company believes it has properly deahpvith Brazilian law and will contest any assessit through the judicial
process. Should the Company lose in the judiciatgss, the loss of the intrastate trade tax @ediuld have a material impact
on the financial statements of the Company.

The assessment of $8,441 represeni@state trade tax credit amounts which were offgeirst intrastate trade tax
payables as allowed under Brazilian law. At Jude2®11, the Company also has intrastate tradereadits from Parana with a
carrying value of $5,084, which is net of impairrheharges. The Company expects to be able to ee¢be tax credits once the
tax assessment is resolved. After the assessthernfompany has treated new expenditures for taterade taxes on tobacco
acquisition as a cost of inventory procurement.

The Company also has local intrastadertax credits in the Brazil State of Rio GrandeSdil and the State of Santa
Catarina. These jurisdictions permit the salerangfer of excess credits to third parties, howemgroval must be obtained
from the tax authorities. The Company has agreé&mnaith the state governments regarding the amoamdstiming of credits
that can be sold. The tax credits have a carryaige of $47,995, which is net of impairment charased on management’s
expectations about future realization. The inttasteade tax credits will continue to be monitorfed impairment in future
periods based on market conditions and the Compaabyjlity to use or sell the tax credits.

In 2001, the Company'’s subsidiary inHlravon a claim related to certain excise taxe®(‘tredit bonus”) for the years
1983 through 1990. The Company used this IPI tiaghius to offset federal income and other taxes January 2005 when it
received a Judicial Order to suspend the IPI cosgigon. In addition, the Company received an assest in 2006 for federal
income taxes that were offset by the IPI creditusonThe assessment is valued at $31,149 at Jyr203Q. The Company
appealed the assessment and believes it has prapdided the IPI credit bonus. No benefit foethtilization of the IPI credit
bonus has been recognized as it has been recaordeension, Postretirement and Other Long-Term lifasi. As a result of
various legislative and judicial actions, the Compdoes not expect a ruling in the near future ciwhiould directly impact the
outcome of the Company’s appeal of the tax assegsasewell as its utilization of its remaining I€tedit bonus. No benefit for
any potential future utilization of IPI credit banbas been recognized.
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11. CONTINGENCIES AND OTHER INFORMATIONEontinued)

Other

In October 2001, the Directorate General for Coitipat (‘DGCOMP”) of the European Commission (“ECHegan an
administrative investigation into certain tobacagying and selling practices alleged to have occuwéhin the leaf tobacco
industry in some countries within the European Wpiacluding Spain and Italy. In respect of thedstigation into practices in
Spain, in 2004, the EC fined the Company and isn&h subsidiaries €4,415 (US$5,641). In respEtheinvestigation into
practices in Italy, in October 2005, the EC ann@adhthat the Company and its Italian subsidiarieeliEeen assessed a fine in
the aggregate amount of €24,000 (US$28,800). Yegpect to both the Spanish and Italian investigatithe fines imposed on
the Company and its predecessors and subsidiages part of fines assessed on several participarnte applicable industry.
The Company, along with its applicable subsidiarfes appealed the decisions of the EC with regpe8pain and Italy to the
Court of First Instance of the European Commis$@mrthe annulment or modification of the decisibu the outcome of the
appeals process as to both timing and resultsdertain. The Company has fully recognized the ithpé each of the fines set
forth above and has paid all of such fines as @fdatie appeal process.

Mindo, S.r.l., the purchaser in 2004tlted Company’s Italian subsidiary Dimon Italia, 5.lhas asserted claims against
subsidiaries of the Company arising out of tha¢é sednsaction in an action filed before the CodirRome on April 12, 2007.
The claim, allegedly arising from a guaranty leisued by a consolidated subsidiary of the Comparosonnection with the
sale transaction, seeks the recovery of €7,377 108%6) plus interest and costs. The Company \mdi¢he claim to be
without merit and is vigorously defending it. Adming for the disposition of this matter is schedufor December 2011. No
amounts have been reserved with respect to such.cla

On June 6, 2008, the Company’s Brazitiahsidiary and a number of other tobacco processere notified of a class
action initiated by the ALPAG - Associacdo Lourem@ de Pequenos Agricultrores (“Association of Sfaimers of S&o
Lourenco”). The class action’s focus is a reviewtalfacco supplier contracts and business practgpmesifically aiming to
prohibit processors from notifying the nationalditeagency of producers in debt, prohibiting pr@oes from deducting tobacco
suppliers’ debt from payments for tobacco, and isgekhe modification of other contractual termstdigally used in the
purchase of tobacco. The case is currently bef@eé™ civil court of Sdo Lourenco do Sul. The Companyistion to dismiss
the class action is currently pending. The Compheleves this claim to be without merit and isarigusly defending it.
Ultimate exposure if an unfavorable outcome is inmkis not determinable.

In accordance with generally acceptazbanting principles, the Company records all kn@sset retirement obligations
(“ARQ") for which the liability can be reasonablygtemated. Currently, it has identified an ARO assmd with one of its
facilities that requires it to restore the landtsoinitial condition upon vacating the facilityh® Company has not recognized a
liability under generally accepted accounting piptes for this ARO because the fair value of rastprthe land at this site
cannot be reasonably estimated since the settledatatis unknown at this time. The settlement @aienknown because the
land restoration is not required until title isweted to the government, and the Company has merduor future plans to return
the title. The Company will recognize a liability the period in which sufficient information is @daole to reasonably estimate
its fair value. The Company has no additional mat&ROs.

12. DEBT ARRANGEMENTS

Senior Notes

At June 30, 2011, the Company did not achieveatie of consolidated EBITDA to fixed charges ofesst 2.0 to 1.0 necessary
under the indenture governing the 10% Senior Ndtes 2016 to access the restricted payments baskehd purchase of
common stock and other actions under that basket. Company from time to time may not satisfy theuired ratio.

13. DERIVATIVE FINANCIAL INSTRUMENTS

Fair Value of Derivative Financial Instruments

The Company recognizes all derivative financiatrun®ients, such as interest rate swap contract$oseijn exchange contracts
at fair value. Changes in the fair value of ddxa financial instruments are either recognizedqukcally in income or in
shareholders’ equity as a component of other congm&ve income depending on whether the derivdinancial instrument
qualifies for hedge accounting, and if so, whethgualifies as a fair value hedge or a cash fl@dde. Changes in fair values
of derivatives accounted for as fair value hedgesrecorded in income along with the portions &f ¢thanges in the fair values
of the hedged items that relate to the hedgedsjiskChanges in fair values of derivatives accalifitee as cash flow hedges, to
the extent they are effective as hedges, are reddrdother comprehensive income net of deferreelsta Changes in fair values
of derivatives not qualifying as hedges are rembitteincome. During the three months ended Jun€801 and 2010, there
were no qualified cash flow or fair value hedgé&stimates of fair value were determined in accocdanith generally accepted
accounting principles.
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13. DERIVATIVE FINANCIAL INSTRUMENT S (continued)
Fair Value of Derivative Financial Instruments (continued)

The following table summarizes the fa@lue of the Company’s derivatives by type at JB8Ae 2011 and 2010, and
March 31, 2011.

Fair Values of Derivative Instruments

Assets Liabilities
Derivatives Not Designated Fair Fair
as Hedging Instruments: Balance Sheet Account Value Balance Sheet Account Value

Foreign currency contracts

at June 30, 2011 Current derivative ass $ 940 Current derivative liability $ 633
Foreign currency contracts

at June 30, 2010 Current derivative ass $ 6,342 Current derivative liability $ -
Foreign currency contracts

at March 31, 2011 Current derivative ass $ 2,543 Current derivative liability $ =

Earnings Effects of Derivatives

Foreign Currency Contracts
The Company periodically enters into forward ori@ptcurrency contracts to protect against volgtiissociated with certain
non-U.S. dollar denominated forecasted transactiohen these derivatives qualify for hedge acdogntreatment, they are
accounted for as cash flow hedges and are recamdetier comprehensive income, net of deferredsaxe

The Company has entered into forwardenay contracts to hedge cash outflows in foreigmeticies around the world
for green tobacco purchases and processing costelags selling, administrative and general c@stshe Company deems
necessary. These contracts do not meet the rearitenfior hedge accounting treatment under geneaaltgpted accounting
principles, and as such, all changes in fair valgereported in income.

The following table summarizes the eagrieffects of derivatives in the condensed conatdii statements of operations
for the three months ended June 30, 2011 and 2010.

Derivatives Not Designated Location of Gain (Loss) Gain (Loss) Recognized in Income
as Hedging Instruments Recognized in Income for the Three Months Ending June 30,
2011 2010
Foreign currency contracts  Cost of goods and services sold $ 6,771 $ 3,313
Foreign currency contracts  Selling, administrative and general expenses (35) (37)
Total $ 6,736 $ 3,276
Credit Risk

Financial instruments, including derivatives, ex@odie Company to credit loss in the event of norfiepmance by

counterparties. The Company manages its exposumunterparty credit risk through specific minimwmredit standards,
diversification of counterparties, and proceduembnitor concentrations of credit risk. If a ctenparty fails to meet the terms
of an arrangement, the Company’s exposure is lintte the net amount that would have been receiifedny, over the

arrangement’s remaining life. The Company doesamiicipate non-performance by the counterparties r@go material loss
would be expected from non-performance by any drseich counterparties.

14. PENSION AND POSTRETIREMENT BENEFITS

The Company has a defined benefit plan that previdgérement benefits for substantially all U.Sasad personnel based on
years of service rendered, age and compensatibe. Cbmpany also maintains various other ExcessfBamel Supplemental
Plans that provide additional benefits to (1) dariadividuals whose compensation and the resulbiegefits that would have
actually been paid are limited by regulations inggzbby the Internal Revenue Code and (2) certaiivithahls in key positions.
The Company funds these plans in amounts consisiénthe funding requirements of federal law aadulations.

Additional non-U.S. defined benefit plasmonsored by certain subsidiaries cover certdirtifie employees located in
Germany, Turkey, and the United Kingdom. In tharter ended June 30, 2011, Malawi enacted legisidtiat terminated the
statutorily required defined benefit plan and repthit with a defined contribution plan. This témated defined benefit plan
resulted in a curtailment gain of $4,989. The rsatutorily required defined contribution plan wie integrated with the
Company’s existing defined contribution plan resigiin an additional liability of $4,172 at June, 2011.
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14. PENSION AND POSTRETIREMENT BENEFIT(&bntinued)

Components of Net Periodic Benefit Cost
Net periodic pension cost for continuing operatioossisted of the following:

Three Months Ended

June 30,
2011 2010
Service cost $ 614 $ 805
Interest expense 2,140 2,192
Expected return on plan assets (1,637) (1,428)
Amortization of prior service cost 27 6
Actuarial loss 306 335
Curtailment gain recognized (4,989) -
Net periodic pension cost (benefit) $ (3,539) $ 1,910

Employer Contributions

The Company’s investment objectives are to genaransistent total investment return to pay antigiggplan benefits, while
minimizing long-term costs. Financial objectivasderlying this policy include maintaining plan cobtitions at a reasonable
level relative to benefits provided and assuringt thnfunded obligations do not grow to a level tiveasely affect the
Company’s financial health. As of June 30, 20ldntdbutions of $2,598 were made to pension plasrsfiscal 2012.
Additional contributions to pension plans of appneately $10,100 are expected during the remainfiéscal 2012. However,
this amount is subject to change, due primarilggset performance significantly above or belowatsgumed long-term rate of
return on pension assets and significant changiegdarest rates.

Postretirement Health and Life Insurance Benefits

The Company also provides certain health and tifaiiance benefits to retired employees, and thigibke dependents, who
meet specified age and service requirements. Asioé 30, 2011, contributions of $194 were madadglans for fiscal 2012.
Additional contributions of $811 to the plans axpected during the rest of fiscal 2012. The Corgpa@tains the right, subject
to existing agreements, to modify or eliminate plstretirement medical benefits.

Components of Net Periodic Benefit Cost
Net periodic benefit cost for postretirement heaithl life insurance benefit plans consisted ofdlewing:

Three Months Ended

June 30,
2011 2010
Service cost $ 18 $ 20
Interest expense 167 166
Amortization of prior service cost (412) (410)
Actuarial loss 101 108
Net periodic pension (benefit) $ (125) $ (116)
15. INVENTORIES
The following table summarizes the Company’s costaventory:
June 30, 2011 June 30, 2010 March 31, 2011
Processed tobacco $ 723,000 $ 724,376 $ 525,759
Unprocessed tobacco 231,295 271,857 230,831
Other 46,016 48,173 43,775
$ 1,000,311 $ 1,044,406 $ 800,365
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16. SALE OF RECEIVABLES

The Company continuously sells a designated pothoke receivables to special purpose entity, whidlurn sells 100% of the
receivables to an unaffiliated financial institutiander an accounts receivable securitization pmgiThis program allows the
Company to receive a cash payment and a defermetigme price receivable for sold receivables. Foilg the sale and transfer
of the receivables to the special purpose entiy réceivables are isolated from the Company anaffiliates, and upon the sale
and transfer of the receivables from the speciabgse entity to the unaffiliated financial institnis effective control of the
receivables is passed to the unaffiliated finanaiatitution, which has all rights, including th@ght to pledge or sell the
receivables. The investment limit with this finaadinstitution is $125,000 and requires a minimw@awel of deferred purchase
price to be retained by the Company in connectiith the sales.

All of the receivables sold to the unléfed financial institution for cash are removednfi the Condensed Consolidated
Balance Sheet and the net cash proceeds receivit lyompany are included as cash provided by tipgractivities in the
Condensed Statement of Cash Flows. A portion ofptlnehase price for the receivables is paid byuheffiliated financial
institution in cash and the balance is a defert@@hmse price receivable, which is paid to the igh@trpose entity as payments
on the receivables are collected from account dsbtdhe deferred purchase price receivable represancontinuing
involvement and a beneficial interest in the transfd financial assets and is recognized at fdwevas part of the sale
transaction. The deferred purchase price receigable included in accounts receivable in the Cosel#iConsolidated Balance
Sheets and are valued using unobservable inpets l@vel three inputs), primarily discounted céiskv, and due to its high
credit quality and short maturity their fair valapproximated book value.

The Company continues to service, adr@niand collect the receivables on behalf of theckd purpose entity and
receives a servicing fee of .5% of serviced reddasmper annum. Servicing fees recognized duriaghhee months ended June
30, 2011 and 2010 were not material and are redosdea reduction of selling, administrative andegahexpenses within the
Condensed Consolidated Statement of Operationshé€£ompany estimates the fee it receives in refrits obligation to
service these receivables is at fair value, noigegyassets and liabilities are recognized.

The difference between the carrying amairthe receivables sold under this program amdstim of the cash and fair
value of the other assets received at the timeaoffer is recognized as a loss on sale of théetktl@ceivables and recorded in
Other Income in the Condensed Consolidated Statsnoé®perations

The following table summarizes the Compsiaccounts receivable securitization informatsnof the dates shown:

June 30 March 31
2011 2010 2011
Receivables outstanding in facility:

As of June 30 $ 82,912 $ 112,142 $ 53,156
Beneficial interest as of June 30 $ 13,972 $ 13,188 $ 15,797
Impact on beneficial interest resulting from changediscount rate:

10% $ 35 $ 46

20% $ 71 $ 92
Criteria to determine beneficial interest as ofel@0:

Weighted average life in days 61 57 67

Discount rate (inclusive of 0.5% servicing fee) 2.43% 2.62% 2.46%

Unused balance fee 0.40% 0.40% 0.40%
Cash proceeds for the three months ended June 30:

Cash purchase price $ 99,977 $ 78,368

Deferred purchase price 37,494 27,829

Service fees 85 120

Total $ 137,556 $ 106,317
Loss on sale of receivables
Three months ended June 30 $ 644 $ 230
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17. FAIR VALUE MEASUREMENTS

The Company follows the current accounting guidafoecefair value measurements for financial and fioancial assets and
liabilities. The financial assets and liabilitieseasured at fair value include derivative instruteesecuritized beneficial
interests and guarantees. The non-financial ass®dsliabilities measured at fair value primarilyclude assessments of
investments in subsidiaries, goodwill and otheamgfible assets and long-lived assets for potemiphirment. The carrying
value and estimated fair value of the Company’'g ltamm debt are shown in the table below.

June 30, 2011

June 30, 2010 March 31, 2011

Long term debt
Carrying value
Estimated fair value

$ 766,132
773,214

$ 885,155
905,330

$ 738,033
737,654

A three-level valuation hierarchy is usedletermine fair value as follows:

« Level 1 — Quoted prices for identical assets diliides in active markets.

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

« Level 3 — Significant inputs to the valuation modet unobservable.

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

Derivative  Securitized Derivative
financial beneficial Total financial Total
instruments interests Assets instruments Guarantees Liabilities
Level 1 $ - % - % - $ = $ = $ =
Level 2 940 - 940 633 - 633
Level 3 - 13,972 13,972 - 2,950 2,950
Totals for June 30, 2011 $ 940 $ 13,972 $14912 $ 633 $ 2,950 $ 3,583
Level 1 $ -3 - $ - $ - $ - $ -
Level 2 6,342 - 6,342 - - -
Level 3 - 13,188 13,188 - 8,933 8,933
Totals for June 30, 2010 $ 6,342 $13,188 $19,530 $ = $ 8,933 $ 8,933
Level 1 $ - $ - $ - $ = $ = $ =
Level 2 2,543 - 2,543 - - -
Level 3 - 15,797 15,797 - 4,575 4,575
Totals for March 31, 2011 $2543 $15797 $18,340 $ - $ 4,575 $ 4,575
The following tables present the changes in LeviesBuments measured on a recurring basis:
Three Months Ended
June 30, 2011
Beneficial Interest in
Securitized Receivables Guarantees

Beginning Balance March 31, 2011 $ 15,797 $ 4,575

Issuances of guarantees/sales of receivables 0935, 1,293

Settlements (36,274) (2,398)

Changes in anticipated loss rate - (520)

Losses recognized in earnings (644) -
Ending Balance June 30, 2011 $ 13,972 $ 2,950
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17. FAIR VALUE MEASUREMENT S(continued)

Three Months Ended
June 30, 2010

Beneficial Interest in

Securitized Receivables Guarantees
Beginning Balance March 31, 2010 $ 25,125 $ 13,478
Issuance of guarantees/sales of receivables 817,1 2,355
Settlements (28,888) (6,900)
Losses recognized in earnings (230) -
Ending Balance June 30, 2010 $ 13,188 $ 8,933

The amount of unrealized losses relatingssets still held June 30, 2011 and 2010, Miadch 31, 2011 was $381, $458
and $288, respectively, all relating to securitibedeficial interests. Gains and losses includeghrnings are reported in Other
Income in the condensed consolidated statemerugerhtions.

Valuation methodologies

The fair value of derivative financial instrumenssbased on third-party market maker valuation n®dgcluding amounts
related to the Company’s own credit risk and couygatgty credit risk. The fair value of securitizedneficial interests is based
upon a valuation model that calculates the presahte of future expected cash flows using key aggioms based on the
Company’s historical experience, market trendsarittipated performance relative to the particalssets securitized. The fair
value of guarantees is based upon the premium oinep@ny would require to issue the same guarantaestand-alone arm’s-
length transaction with an unrelated party baseshupternally developed models. Internally devetbpgodels utilize historical
loss data for similar guarantees to develop ames# of future losses under the guarantees outathatithe measurement date.

18. RELATED PARTY TRANSACTIONS

The Company’s operating subsidiaries engage irsaetions with related parties in the normal cowfdeusiness. The following
is a summary of balances and transactions witheglparties of the Company:

June 30, 2011 June 30, 2010 March 31, 2011
Balances:
Accounts receivable $ 71,392 $ 48,304 $ 61,981
Accounts payable 31,386 4,337 38,937
Three Months Ended
June 30,
2011 2010
Transaction:
Purchases $ 30,725 $ 12,716

The Company’s operating subsidiaries haweered into transactions with affiliates of then@pany for the purpose of

procuring inventory.

The Company’s balances due to and frdatae parties are primarily with its deconsolidai#hbabwe subsidiary. The
remaining related party balances and transactielaserto the Company’s equity basis investmentoimpanies located in Asia
which purchase and process tobacco. The balarc&au the Zimbabwe subsidiary includes a $32,08dge to a bank, which
has been recorded in notes payable to banks.
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Item 2. Management’s Discussion and Analysis of
Financial Condition and Results ddperations

EXECUTIVE OVERVIEW

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

Financial Results

Sales and other operating revenues for the quastez negatively impacted as expected by Philip Mdmternational, Inc.’s
(“PMI™) prior year purchase of our tobacco supmién Southern Brazil and opportunistic sales in fhier year that did not
recur. In addition, product mix, continued pressuon margin due to the industry being in an oymlusituation and the
exchange rate impact on foreign denominated opgyatsts decreased our gross margin as a percesftagies. Cost saving
initiatives initiated in fiscal 2011 are startingltenefit selling, administrative and general esgarthis year despite incurring an
additional $1.2 million this quarter for our indewkent monitor. While pretax income decreased $8libn compared to last
year, it is in line with our expectations and nadicative of our anticipated results for fiscal 2010ur effective tax rate is
354.2% primarily related to a specific event adjesit benefit related to unrecognized tax benedfhilities and net exchange
gains on income tax accounts.

Liquidity

Our liquidity requirements are affected by cropseeelity, foreign currency and interest rates, gredvacco prices, crop size
and quality, as well as other factors. We monitod adjust funding sources based on a number ofsingubusiness, and
financial market dynamics. Movement and changewdsn these various funding sources enhances esteggility and ability
to drive various business opportunities. We widhtinue to modify available liquidity as requiredl maintain appropriate
business flexibility and cost controls.

Outlook

As a result of replacing volumes lost to the sesttigal integration efforts of Japan Tobacco Inatiomal, Inc. (“JTI”) and PMI,
our customer mix is changing and the timing of fiscal year sales patterns are shifting this yereviously, the majority of
sales to JTI and PMI occurred in the early quartéige have largely made up the lost sales but witomers who typically
ship later in the fiscal year. While the globakmupply situation is impacting our current resulie do not expect the impact
on our fiscal year results to be as much as weiquisly anticipated and early indications are tiat dversupply trend may be
starting to reverse. We continue to implementvigous restructuring initiatives we launched ia third and fourth quarters of
the last fiscal year. Initial results are posithugt it will take time to get the full effect oféke programs. We are committed to
the successful implementation of the required charg our business model to reposition our business

RESULTS OF OPERATIONS:

Condensed Consolidated Statement of Operations

Three Months Ended

June 30,

Change
(in millions) 2011 $ % 2010
Sales and other operating revenues $361.6 $ (129.4) (26.4) $491.0
Gross profit 56.2 (23.8) (29.7) 80.0
Selling, administrative and general expenses 35.0 (2.3) (6.2) 37.3
Other income 3.2 1.6 1.6
Restructuring charges 0.8 0.8 -
Operating income 23.8* (20.5)* 44.3
Debt retirement expense - (0.9) 0.9
Interest expense 25.8 (0.9) 26.7
Interest income 15 (0.5) 2.0
Income tax expense (benefit) (1.9) (6.7) 4.8
Income attributable to noncontrolling interests - - -
Net income attributable to Alliance One Internagibrinc. $ 1.3 $ (12.5)* $ 13.8*

* Amounts do not equal column totals due to ding
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RESULTS OF OPERATIONS: (continued)

Sales and Other Operating Revenue Supplemental Infmation

Three Months Ended

June 30,
Change
(in millions, except per kilo amounts) 2011 $ % 2010
Tobacco sales and other operating revenues
Sales and other operating revenues $ 343.6% (143.1) (29.4) $ 486.7
Kilos 75.4 (34.2) (31.2) 109.6
Average price per kilo $ 4.56 $ 012 2.7 $ 4.44
Processing and other revenues $ 18.0 $ 13.7 318.6 $ 4.3
Total sales and other operating revenues $ 361.6% (129.4) (26.4) $491.0

Three Months Ended June 30, 2011 Compared to Thrddonths Ended June 30, 2010
Summary. Compared to the prior year, sales and other operativenues decreased 26.4% primarily due to tpadtof PMI's
purchase of our tobacco suppliers in Southern Biazhe prior year and opportunistic sales in phier year that did not recur.
Gross profit as a percentage of sales decreased 603% in 2010 to 15.5% in 2011 primarily due toquct mix, continued
pressures on margin due to the industry being iovamsupply situation and the exchange rate impadbreign denominated
operating costs. Cost saving initiatives resultedecreased selling, administrative and generpkeses although additional
independent monitor costs of $1.2 million were med this year. As expected, lower sales and mardecreased operating
income 46.3% or $20.5 million compared to the psiear. After a slight decrease in interest cgstetax income decreased
$19.2 million compared to last year in line withr @xpectations.

Our effective tax rate increased from92b.in 2010 to 354.2% in 2011. The significant &ade in the effective tax rate
between 2011 and 2010 is primarily related to aifipeevent adjustment benefit related to unrecogditax benefit liabilities
and net exchange gains on income tax accounts.

South America RegionTobacco revenues decreased $121.1 million o4p®@marily due to a decrease of 16.4 million kilos
guantities sold and a decrease of $0.88 per kilaverage sales prices. The decrease in volumaiislyrattributable to the
impact of PMI's purchase of our tobacco suppliersSouthern Brazil in the prior year. The decreasavierage sales price is
primarily due to lower green costs for the currenalp that have been passed on to the customer pridrecrop size was smaller
than normal due to weather conditions. The curcemp is larger than normal and is of lower qualits a result, green costs
are lower even though exchange rates have apprdci&tartially offsetting lower tobacco revenuesiacreased processing and
other revenues of $13.2 million primarily from piaysly announced long-term processing agreemerits R and JTI that
begin with this year’s crop.

Gross profit decreased $4.5 million hoaregross margin as a percentage of sales incréagée compared to the prior
year primarily due to product mix, gains on deiivatfinancial instruments and recoveries of prinracovered tobacco supplier
advances as a result of the larger crop size #as.y

Other Regions.Tobacco revenues decreased $22.0 million or Qfifbarily as a result of a decrease of 17.8 millidos in
quantities sold partially offset by an increaseb0f85 per kilo in average sales prices. Processmgother revenues increased
slightly by $0.5 million. Gross profits decreaski®.3 million and gross margin as a percentagaletslecreased 7.2% in 2011
compared to 2010.

Average sales prices increased primahilg to product mix as substantial sales of lowéepr byproducts were in the
prior year. Decreased revenues were due to theemmrence of other opportunistic sales as wethasielay of shipments from
Asia to next quarter. Partially offsetting thesecibases were higher sales in the current quader Africa that had been
delayed due to congestion and other logisticalessat the port of Beira. Gross profit percentagerateses were attributable to
product mix, continued pressures on margin duddootzersupply of tobacco, losses on derivativenfira instruments and the
exchange rate impact on foreign denominated opgratists.
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LIQUIDITY AND CAPITAL RESOURCES:

Overview
Our business is seasonal, and purchasing, progessihselling activities have several associatedp&here cash on hand and
outstanding indebtedness may be significantly great less than at fiscal year-end. We utilize @dph excess of cash flow
from operations to finance accounts receivableentory and advances to tobacco suppliers in foremmtries, including
Argentina, Brazil, Guatemala, Malawi, Tanzania, Keyrand Zambia. In addition, from time to time, may elect to purchase,
redeem, repay, retire or cancel indebtedness fwristated maturity under our various foreign créidi¢s, senior secured credit
agreement or indentures, as permitted thereineckf®e June 30, 2011, we did not achieve the nacgdixed charge coverage
ratio under the indenture governing our Senior Klatae 2016 to access the restricted payments béskéie purchase of
common stock and other actions under that basket Eime to time we may not satisfy the requiretibra

As of June 30, 2011, we are approachiveg deasonally adjusted high for our South Americap lines as we are
completing purchasing and processing in these rtavii¢h shipping stepping into full mode. In Afrigaurchasing will continue
through August in most sourcing areas while praogsand consequently shipping will peak in the sekand third quarters. In
Asia, the Chinese crop is fully processed and thai Trops are fully purchased, with significantpgling still to come, while
some Indian traditional crop is still left to pueste and process. The Indonesian purchasing seagors lin August. Europe has
completed purchases of the 2011 crop and is fimgsbrocessing with most shipping to come. Northefioa is preparing to
begin flue cured purchasing in August with procegsand shipping to follow, which will commence #sasonally elevated
working capital needs. Depreciation of the U.Sladosersus many of the currencies in which we heests may continue to
have an impact on our working capital requiremeasgssuch, we will monitor and hedge foreign curyecmsts actively, and as
needed on a currency by currency basis.

Working Capital

Our working capital decreased from $846.9 millietMarch 31, 2011 to $697.3 million at June 30, 200r current ratio was
1.9 to 1 at June 30, 2011 compared to 2.8 to 1 atcM31, 2011. The decrease in working capitgrimarily related to
increased notes payable to banks and decreasdchdetreceivables partially offset by increaseckimeries and advances to
tobacco suppliers. These changes are attributatifee impact of a global oversupply of tobacco #rarelated financing, the
purchasing and processing of tobacco in Africa Brakil as well as the timing of trade receivabléemtions in accordance with
credit terms.

The following table is a summary of itefrem the Condensed Consolidated Balance Sheet andebsed Consolidated
Statements of Cash Flows.

As of
June 30, March 31,

(in millions except for current ratio) 2011 2010 2011
Cash and cash equivalents $ 704 $ 247.6 $ 435
Net trade receivables 172.5 119.1 279.9
Inventories and advances to tobacco suppliers 1,086.4 1,127.0 874.9
Total current assets 1,464.5 1,646.6 1,317.3
Notes payable to banks 497.5 510.6 231.4
Accounts payable 104.5 123.6 86.1
Advances from customers 24.2 92.7 17.6
Total current liabilities 767.2 882.8 470.4
Current ratio 19to 1 19to 1l 28to1l
Working capital 697.3 763.8 846.9
Total long term debt 737.0 765.7 884.4
Stockholders’ equity attributable to Alliance Omgdrnational, Inc. 316.8 401.7 312.8
Net cash provided (used) by:

Operating activities (71.8) (174.4) (183.0)

Investing activities (11.2) (12.2) (15.9)

Financing activities 111.9 306.3 113.0

Operating Cash Flows

Net cash used by operating activities decrease@.61@illion in 2011 compared to 2010. The decreiaseash used was
primarily due to more cash provided from trade iami@les and advances from customers as a resuhieofiming of cash
receipts. In addition, less cash was needed f@miories and advances to tobacco suppliers asdésh was used for payables
and accrued expenses due to the timing of purclzshe end of the quarter.

-22 -



Alliance One International, Inc. and Subsidiaries

LIQUIDITY AND CAPITAL RESOURCES (continued)

Investing Cash Flows

Net cash used by investing activities decreased @dllion in 2011 compared to 2010. The decreaseash used was primarily
attributable to the collection of trade taxes ie turrent year compared to down payments in theiqus year for long-term
rents and other assets. Decreases in proceedsHeosale of assets were primarily offset by des@ean purchases of property,
plant and equipment.

Financing Cash Flows

Net cash provided by financing activities decregs®@4.4 million in 2011 compared to 2010. Thisrdase was primarily due
to an increase in net repayment of long-term deibtgrily due to repayment of our revolver borrowsnig the current year that
were outstanding at year end as well as the chamnget proceeds from short-term borrowings. Wetiomously monitor and
adjust our funding sources based on business dggsamorder to enhance business flexibility andioedcosts.

Debt Financing

We continue to finance our business with a commnabf short-term seasonal credit lines, our revmvcredit facility, long-
term debt securities, customer advances and cashdperations. At June 30, 2011we had cash of $nillibn and total debt
outstanding of $1,235.5 million comprised of $49wblion of notes payable to banks, $4.4 millionather long-term debt,
$612.6 million of 10% senior notes, $6.0 million 8f5% senior notes and $115.0 million of 5 %% cotivie senior
subordinated notes. The $266.1 million seasor@kase in notes payable to banks from March 311 2061June 30, 2011
results from anticipated seasonal fluctuation tcoaat for the current purchase and processing oic&i and Brazilian
tobaccos. Aggregated peak borrowings by faciligwring at anytime during the three months endex B0, 2011 and 2010,
respectively, were $540.0 million at a weightedrage interest rate of 3.00% and $523.8 million aeighted average interest
rate of 3.87%. Aggregated peak borrowings by itgcilccurring at anytime during the three monthdexhJune 30, 2011 and
2010 were repaid with cash provided by operatirtiyiies. Available credit as of June 30, 2011 &40.3 million comprised
of $290.0 million under our revolver, $411.0 mitli@f notes payable to banks and $9.3 million ofilabdity exclusively for
letters of credit. We expect to incur $15.0 millin$18.0 million of maintenance capital expendituduring fiscal year 2012.
We may also decide to deploy additional discretipr@mounts to enhance future business prospectspriy if stringent
management return thresholds are likely to be aeldie No cash dividends were paid to stockholdershg the quarter ended
June 30, 2011. We believe that these sourceguiflity versus our requirements will be sufficiémtfund our anticipated needs
for the remainder of fiscal year 2012.

The following table summarizes our debaficing as of June 30, 2011:

June 30, 2011

Outstanding Lines and
March 31, June 30, Letters Interest
2011 2011 Available Rate
Senior secured credit facility:
Revolver”) $ 148.0 $ - $ 290.0
Senior notes:
10% senior notes due 2016 611.8 612.6 - 10.00%
8 2% senior notes due 2012 6.0 6.0 - 8.50%
617.8 618.6 -
5 1% convertible senior subordinated notes due 2014 115.0 115.0 - 5.50%
Other long-term debt 4.4 4.4 - 7.2% @
Notes payable to bank® 231.4 497.5 411.0 3.3% @
Total debt $1,116.6 $1,235.5 701.0
Short term $ 2314 $ 4975
Long term:
Long term debt current $ 0.8 $ 1.0
Long term debt 884.4 737.0
$ 885.2 $ 738.0
Letters of credit $ 49 $ 4.2 9.3
Total credit available $ 710.3

I
(1) As of June 30, 2011 pursuant to Section 2)1(i(A of the Credit Agreement, the full Revolvi@pmmitted Amount was available based
on the calculation of the lesser of the Revolvirgrinitted Amount and the Working Capital Amount.

(2) Weighted average rate for the three montheéddne 30, 2011.
(3) Primarily foreign seasonal lines of credit
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LIQUIDITY AND CAPITAL RESOURCES (continued)

Foreign Seasonal Lines of Credit

We have typically financed our non-U.S. operatiaith uncommitted unsecured short-term seasonas lafecredit at the local
level. These operating lines are seasonal in @eatwrmally extending for a term of 180 to 270 dagsresponding to the
tobacco crop cycle in that location. These faesitare typically uncommitted in that the lendeasisénthe right to cease making
loans and demand repayment of loans at any tinmesé loans are typically renewed at the outseacti éobacco season. As of
June 30, 2011, we had approximately $497.5 mildoeawvn and outstanding on foreign seasonal linel midximum capacity
totaling $922.0 million subject to limitations apided for in the Credit Agreement. Additiona#igainst these lines there was
$9.3 million available in unused letter of credipacity with $4.2 million issued but unfunded.

RECENT ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED:

In May 2011, the FASB issued new accounting guidane fair value measurements and disclosures. Bfective of this
accounting guidance is to provide consistent comfaimvalue measurement and disclosure requirenmiantsS. GAAP and
IFRS such as clarifying how existing fair value m@@&ment requirements should be applied, changnicplar principles and
requirements for measuring fair value and fair galieasurement disclosures. This accounting guédasicbe effective for the
Company on January 1, 2012. The Company does macexhe impact of this new accounting guidancéaee a material
impact on its financial condition or results of ogt#ons.

In June 2011, the FASB issued new acd@ogrguidance on comprehensive income. The objedaivthis accounting
guidance is to improve the comparability, consisyeand transparency of financial reporting andntréase the prominence of
items reported in other comprehensive income. Thalance eliminates the option to present companerit other
comprehensive income as part of the statementoakisolders’ equity and requires them to be preskimethe statement of
comprehensive income instead. This accountingagaid will be effective for the Company on Januarg2d12. The Company
does not expect the impact of this new accountigance to have a material impact on its financ@idition or results of
operations.

FACTORS THAT MAY AFFECT FUTURE RESULTS:

Readers are cautioned that the statements containieid report regarding expectations of our pemance or other matters that
may affect our business, results of operationsr@ntial condition are “forward-looking statemengs defined in the Private
Securities Litigation Reform Act of 1995. Thesetetaents, which are based on current expectatiorigtafe events, may be
identified by use of words such as “strategy,” “egts,” “continues,” “plans,” “anticipates,” “belies,” “will,” “estimates,”
“intends,” “projects,” “goals,” “targets” and otharords of similar meaning. These statements alsp meadentified by the fact
that they do not relate strictly to historical ament facts. If underlying assumptions prove ingate or if known or unknown
risks or uncertainties materialize, actual resottald vary materially from those anticipated, estied or projected. Some of
these risks and uncertainties include changeseirtithing of anticipated shipments, changes in gdated geographic product
sourcing, political instability in sourcing locatis, currency and interest rate fluctuations, shifthe global supply and demand
position for our tobacco products, and the impdaegulation and litigation on our customers. Athar list and description of
these risks, uncertainties and other factors caoured in the “Risk Factors” section of our AnniReport on Form 10-K for the
fiscal year ended March 31, 2011 and in our otiti@egé with the Securities and Exchange Commissidrfe do not undertake to
update any forward-looking statements that we malgarirom time to time.

" ow " ow ” o, " ow

ltem 3. Quantitative and Qualitative DisclosuresAbout Market Risk.

There have been no significant changes to our maidte since March 31, 2011. For a discussion onaxposure to market
risk, refer to Part II, ltem 7A “Quantitative anduiflitative Disclosures About Market Risk” containedour Annual Report on
Form 10-K for the year ended March 31, 2011.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures
We maintain disclosure controls and proceduresdémed in Rule 13a-15(e) of the Securities Excleadgt of 1934, as
amended (the “Exchange Act”)) designed to provielgsonable assurance that the information requirdsktdisclosed in the
reports we file or submit under the Exchange Acteisorded, processed, summarized and reportednwittei time periods
specified in the Securities and Exchange Commissiounles and forms and that this information is wanalated and
communicated to our management, including our Chiefcutive Officer and Chief Financial Officer, agpropriate, to allow
for timely decisions regarding required disclosdtshould be noted that, because of inherentditioihs, our disclosure controls
and procedures, however well designed and operea@dyrovide only reasonable, and not absoluterasse that the objectives
of the disclosure controls and procedures are met.

In connection with the preparation oktQluarterly Report on Form 10-Q, our managemerih thie participation of our
Chief Executive Officer and Chief Financial Officavaluated the effectiveness of the design andatipa of our disclosure
controls and procedures (as required by Rule 18b}15 the Exchange Act), as of June 30, 2011. Basethis evaluation, our
Chief Executive Officer and Chief Financial Officeoncluded our disclosure controls and proceduassdéfined in Rule 13a-
15(e) of the Exchange Act) were effective to previdasonable assurance as of June 30, 2011.
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ltem 4. Controls and Proceduregcontinued)

Changes in Internal Control Over Financial Reporting

As required by Rule 13a-15(d) under the Exchange the Company’s management, including the Comma@Yiief Executive
Officer and Chief Financial Officer, have evaluated Company’s internal control over financial repw to determine whether
any changes occurred during the quarter coveratibyjuarterly report that have materially affectedare reasonably likely to
materially affect, the Company’s internal contraeofinancial reporting.

The Company is currently implementingEeRP system using SAP applications. The implemantat part of a multi-
year plan to install SAP at certain operations ubgfwut the world to improve the Company’s busirnasxesses and deliver
enhanced operational and financial performanceinguthe three months ended June 30, 2011, furteeeldpments to the
financial reporting process were implemented foerafions that have previously implemented SAP dmel €Company
substantially completed the process of implemen8Ad in its Indonesia operations. This phase ofpiggect has involved
changes to certain internal controls over finanagbrting, which the Company believes were madlteria

Other than the financial reporting depef@nts for the Company’s operations that have ptesly implemented SAP and
implementation of SAP in its Indonesia operatiorssassed above there were no changes that ocaluréd) the three months
ended June 30, 2011 that have materially affectedye reasonably likely to materially affect, iempany’s internal control
over financial reporting.

Part Il. Other Information
ltem 1. Legal Proceedings

In October 2001, the Directorate General for Coitipaet (‘DGCOMP”) of the European Commission (“ECHegan an
administrative investigation into certain tobacagying and selling practices alleged to have occuwéhin the leaf tobacco
industry in some countries within the European Wniacluding Spain and Italy. In respect of thedstigation into practices in
Spain, in 2004, the EC fined the Company and itan&h subsidiaries €4.4 million (US$5.6 million)n respect of the
investigation into practices in Italy, in Octob&)(5, the EC announced that the Company and iiantalbsidiaries have been
assessed a fine in the aggregate amount of €24l@rm{US$28.8 million). With respect to both ti&panish and Italian
investigations, the fines imposed on the Comparditmpredecessors and subsidiaries were parnes fassessed on several
participants in the applicable industry. The Compalong with its applicable subsidiaries, hasesed the decisions of the EC
with respect to Spain and lItaly to the Court o6FiInstance of the European Commission for the lament or modification of
the decision, but the outcome of the appeals psoessto both timing and results is uncertain. Twnpany has fully
recognized the impact of each of the fines sehfaktove and has paid all of such fines as paheofppeal process.

Mindo, S.r.l., the purchaser in 2004 led Company’s Italian subsidiary Dimon ltalia, S,ilas asserted claims against
subsidiaries of the Company arising out of tha¢é sednsaction in an action filed before the CodirRome on April 12, 2007.
The claim, allegedly arising from a guaranty leisued by a consolidated subsidiary of the Comparosonnection with the
sale transaction, seeks the recovery of €7.4 millwS$10.6 million) plus interest and costs. Arirggfor the disposition of this
matter is scheduled for December 2011.

On June 6, 2008, the Company’s Brazifiahsidiary and a number of other tobacco processers notified of a class
action initiated by the ALPAG - Associa¢do Lourem@ de Pequenos Agricultrores (“Association of Sfaimers of S&o
Lourenco”). The class action’s focus is a reviewtalfacco supplier contracts and business practgpegsifically aiming to
prohibit processors from notifying the nationalditegency of producers in debt, prohibiting pr@oes from deducting tobacco
suppliers’ debt from payments for tobacco, and isgekhe modification of other contractual termstiigally used in the
purchase of tobacco. The case is currently bef@eé™ civil court of Sdo Lourenco do Sul. The Companyistion to dismiss
the class action is currently pending. The Compheleves this claim to be without merit and isarigusly defending it.
Ultimate exposure if an unfavorable outcome is inemkis not determinable.
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Item 1A. Risk Factors

None.

Iltem 2.

None.

Iltem 3.

None.

Item 4.

Item 5.

None.

Iltem 6.

10.01

31.01

31.02

32

101

Unregistered Sales of Equity Securitied Use of Proceeds

Defaults Upon Senior Securities

Removed and Reserved

Other Information

Exhibits.

First Amendment to Amended and Restated &mpnt Agreement dated as of April 7, 2011 between
Alliance One International, Inc. and Henry C. Babi, incorporated by reference to Exhibit 10. Alilance
One International, Inc.’s Current Report of Fori 8filed April 12, 2011 (SEC File No. 1-13684)

Certification of Chief Executive Officer puiant to Section 302 of the Sarbanes-Oxley ActGif22(filed
herewith)

Certification of Chief Financial Officer purant to Section 302 of the Sarbanes-Oxley ActQff22(filed
herewith)

Certification of Chief Executive Officer and i€hFinancial Officer pursuant to Section 906 o Barbanes-
Oxley Act of 2002 (filed herewith)

The following materials from the Company’s Qedy Report on Form 10-Q for the fiscal quarteded

June 30, 2011, formatted in XBRL: (i) Condensed&didated Statements of Operations for the three
months ended June 30, 2011 and June 30, 201Cafiglensed Consolidated Balance Sheets as of June 30
2011, June 30, 2010 and March 31, 2011; (iii) Gosetd Consolidated Statements of Cash Flows for the
three months ended June 30, 2011 and June 30, 20d@iv) Notes to Consolidated Financial Statement
tagged as blocks of text (submitted herewith)
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SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causedréport to be signed
its behalf by the undersigned thereunto duly auzledr

Alliance One International, Inc.

/s/_ Hampton R. Poole, Jr.
Date: August 4, 2011 Hampton R. Poole, Jr.

Vice President - Controller

(Chief Accounting Officer)
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Certification of Chief Executive Officer puant to Section 302 of the Sarbanes-Oxley Act0ff22(filed
herewith)

Certification of Chief Financial Officer muwant to Section 302 of the Sarbanes-Oxley Act0ff22(filed
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June 30, 2011, formatted in XBRL: (i) Condensea$ididated Statements of Operations for the three
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three months ended June 30, 2011 and June 30, 20d@iv) Notes to Consolidated Financial Statesent
tagged as blocks of text (submitted herewith)
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