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Part I. Financial Information
Item 1. Financial Statements

Alliance One International, Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
Three and Nine Months Ended December 31, 2011 @hd 2
(Unaudited)

Three Months Ended
December 31,

Nine Months Ended
December 31,

(in thousands, except per share data) 2011 2010 2011 2010
Sales and other operating revenues $ 493,888 $522,144 $1,369,983 $ 1,572,349
Cost of goods and services sold 428,092 461,507 1,176,689 1,362,227
Gross profit 65,796 60,637 193,294 210,122
Selling, general and administrative expenses 33,877 37,415 103,234 116,207
Other income 12,052 20,318 16,173 39,960
Restructuring and asset impairment charges 67 8%3,3 1,583 13,385
Operating income 43,904 30,155 104,650 120,490
Debt retirement expense - 1,141 - 4,584
Interest expense (includes debt amortization oP42 and $2,680
for the three months and $8,409 and $7,327 foniie months in
2011 and 2010, respectively) 27,408 25,277 80,211 79,102
Interest income 1,999 1,660 4,776 5,579
Income before income taxes and other items 18,495 5,397 29,215 42,383
Income tax expense 5,714 8,470 20,108 12,756
Equity in net income (loss) of investee companies (975) 1,072 198 2,266
Net income (loss) 11,806 (2,001) 9,305 31,893

Less: Netincome (loss) attributable to nomialing interests 52 (12) (49) (219)
Net income (loss) attributable to Alliance One tntgional, Inc. $ 11,754 $ (1,989)$ 9354 $ 32,112
Earnings (loss) per share:

Basic $ .13 $ (.02) $ .11 $ .36

Diluted $ .12 $ (.02) $ .11 $.32
Weighted average number of shares outstanding:

Basic 87,146 86,803 86,976 88,125

Diluted 110,186 86,803 110,130 111,337

See notes to condensed consolidated financial statements



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

(Unaudited)
December 31, December 31, March 31,
(in thousands) 2011 2010 2011
ASSETS
Current assets
Cash and cash equivalents $ 150,647 $ 41,401 $ 43,506
Trade and other receivables, net 186,849 185,042 279,904
Accounts receivable, related parties 44,536 71,167 61,981
Inventories 1,063,295 819,983 800,365
Advances to tobacco suppliers 83,149 103,715 74,556
Recoverable income taxes 9,280 2,843 7,191
Current deferred taxes 13,358 34,493 3,955
Prepaid expenses 39,186 52,301 42,319
Assets held for sale 211 439 413
Current derivative asset 51 218 2,543
Other current assets 551 516 542
Total current assets 1,591,113 1,312,118 1,317,275
Other assets
Investments in unconsolidated affiliates 24,383 25,468 25,665
Goodwill and other intangible assets 37,081 41,510 41,205
Deferred income taxes 67,332 151,033 82,707
Other deferred charges 17,343 22,979 21,019
Other noncurrent assets 58,422 77,531 83,371
204,561 318,521 253,967
Property, plant and equipment, net 257,232 225,711 237,088
$ 2,052,906 $1,856,350 $ 1,808,330
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities
Notes payable to banks $ 429,120 $ 239,786 $ 231,407
Accounts payable 64,441 69,969 86,103
Due to related parties 17,593 13,581 38,937
Advances from customers 113,009 92,477 17,576
Accrued expenses and other current liabilities 95,311 102,112 78,459
Current derivative liability 80 - -
Income taxes 11,190 11,349 17,149
Long-term debt current 1,271 435 784
Total current liabilities 732,015 529,709 470,415
Long-term debt 873,332 762,617 884,371
Deferred income taxes 3,438 3,730 3,816
Liability for unrecognized tax benefits 15,229 26,741 14,733
Pension, postretirement and other long-terniliies 103,192 114,470 118,983
995,191 907,558 1,021,903
Dec. 31 Dec. 31 March 31
Stockholders’ equity 2011 2010 2011
Common Stock—no par value:

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

Issued shares 95,22194,939 94,938 457,655 452,980 455,409
Retained deficit (111,439) (17,130) (120,793)
Accumulated other comprehensive loss (23,666) (20,534) (21,803)

Total stockholders’ equity of Alliance Ohlgernational, Inc. 322,550 415,316 312,813
Noncontrolling interests 3,150 3,767 3,199
Total equity 325,700 419,083 316,012

$ 2,052,906 $ 1,856,350 $ 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 (loss) - 32,112 - - (219) 31,893
Restricted stock surrendered (585) - - - - (585)
Exercise of employee stock options 106 - - - - 106
Stock-based compensation 1,509 - - - - 1,509
Shares purchased (9,042) - - - - (9,042)
Purchase of additional investment

in subsidiary 21 - - - (234) (213)
Noncontrolling interest dividend paid - - - - (284) (284)
Conversion of foreign currency

financial statements - - 795 - (18) 777
Balance, December 31, 2010 $ 452980 $ (17,130) $ (2,896) $ (17,638) $ 3,767 $ 419,083
Balance, March 31, 2011 $ 455,409% (120,793) $ (1,376) $ (20,427) $ 3,199 $ 316,012
Net income (loss) - 9,354 - - (49) 9,305
Restricted stock surrendered (183) - - - - (183)
Stock-based compensation 2,429 - - - - 2,429
Conversion of foreign currency

financial statements - - (2,794) - - (2,794)
Adjustment in pensions - - - 931 - 931
Balance, December 31, 2011 $ 457,655 $(111,439) $ (4,170) $ (19,496) $ 3,150 $ 325,700

See notes to condensed consolidated financial statements



Alliance One International, Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
Nine Months Ended December 31, 2011 and 2010
(Unaudited)

December 31 December 31,

See notes to condensed consolidated financial statements

(in thousands) 2011 2010
Operating activities
Net income $ 9,305 $ 31,893
Adjustments to reconcile net income to net azs#d by operating activities:
Depreciation and amortization 24,241 20,872
Debt amortization/interest 11,080 10,076
Debt retirement cost - 4,584
Restructuring and impairment charges 792 11,547
(Gain) loss on foreign currency transactions 12,607 (10,116)
Gain on sale of property, plant and equipment (2,504) (2,361)
Gain on other sale of assets (13,072) (37,525)
Stock-based compensation 2,558 1,510
Changes in operating assets and liabilities, (100,274)  (131,824)
Other, net 1,537 5,394
Net cash used by operating activities (53,730) (95,950)
Investing activities
Purchases of property, plant and equipment (34,159) (52,480)
Proceeds from sale of property, plant and eqaigim 2,617 2,882
Proceeds on other sales of assets - 45,834
Other, net 622 1,135
Net cash used by investing activities (30,920) (2,629)
Financing activities
Net proceeds from short-term borrowings 208,525 55,023
Proceeds from long-term borrowings 305,200 121,000
Repayment of long-term borrowings (318,269) (151,076)
Debt issuance cost (6,207) (3,717)
Debt retirement cost - (2,262)
Repurchase of common stock - (9,042)
Other, net (82) 219
Net cash provided by financing activities 189,167 10,145
Effect of exchange rate changes on cash 2,624 97
Increase (decrease) in cash and cash equivalents 107,141 (88,337)
Cash and cash equivalents at beginning of period 43,506 129,738
Cash and cash equivalents at end of period $ 150,647 $ 41,401




Alliance One International, Inc. and Subsidiaries

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(in thousands)

1. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTIGI 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) coased 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 thepaogis Annual Report on
Form 10-K for the fiscal year ended March 31, 2011.

Taxes Collected from Customers

Certain subsidiaries are subject to value addegbktan local sales. These amounts have been inclndales and were $4,864
and $6,868 for the three months ended Decembe2@1, and 2010, respectively and $13,478 and $25@&@3®e nine months
ended December 31, 2011 and 2010, respectively.

Other Deferred Charges
Other deferred charges are primarily deferred fiivacosts that are amortized over the life ofdhbt.
Property Exchange in Brazil

During the quarter ended, December 31, 2011 thep@osnexchanged real property with a third partBiazil. The transaction
consisted of the Company exchanging real propedsgted in Vera Cruz, Brazil and $9,403 of cashréai property located in
Venancio Aires, Brazil. The Company accounted floe transaction as a nonmonetary exchange involviragetary
consideration. In accordance with U.S. GAAP, ttamsaction was recorded and measured at fair \zule transaction had
commercial substance, the fair values of the assaetianged were determinable within reasonabledjmind the Company’s
real property was not held for sale in the ordinaoyrse of business or for property to be solch@rgame line of business to
facilitate sales to customers other than the mattiethe exchange. The cost of the real propexgived in the exchange was
measured using the fair value of the assets giv@nhaequaled $26,250 including the cash. The Cayipabasis in its assets
given was $13,178 and a gain of $13,072 was redoideOther Income in the Condensed Consolidatede®ints of
Operations.

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 areamgnts to enable vendors to
account for products or services (deliverablesyasmply rather than as a combined unit. The Compatopted 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 measurementsdisaosures. This
guidance requires reporting entities to disclogmestely the amounts of significant transfers id aant of Level 1 and Level 2
fair value measurements and describe the reasonthdotransfers. It also requires reporting eggitto present separately
information about purchases, sales, issuancessettidments in their Level 3 fair value reconcitias. The Company adopted
these new disclosure requirements with no matamphct on its financial condition or results of cgttons. See Note 17 “Fair
Value Measurements” for further details.

Recent Accounting Pronouncements Not Yet Adopted
In May 2011, the FASB issued new accounting guidame fair value measurements and disclosures. obfective of this
accounting guidance is to provide consistent comfaimvalue measurement and disclosure requireniantsS. 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 doesxpacethe impact of this new accounting guidancéawe a material
impact on its financial condition or results of ogt#ons.

In June 2011, the FASB issued new acdogrjuidance on comprehensive income that was aeteimdDecember 2011.
The objective of this accounting guidance is toriowe the comparability, consistency and transpareridinancial reporting
and to increase the prominence of items reportedhiar comprehensive income. The guidance elimitte option to present
components of other comprehensive income as pahieastatement of stockholders’ equity and requinesn to be presented in
the statement of comprehensive income insteads d¢counting guidance, as amended, will be effedtv the Company on
April 1, 2012. The Company does not expect theaiehpf this new accounting guidance to have a nahtanpact on its
financial condition or results of operations.



Alliance One International, Inc. and Subsidiaries

1. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTI®I POLICIES(continued)

Recent Accounting Pronouncements Not Yet Adopted (continued)

In September 2011, the FASB issued nesswatting guidance on testing goodwill for impairrheiihe primary objective
of this accounting guidance is to reduce compleaitd costs by allowing an entity to make a qualigatvaluation about the
likelihood of goodwill impairment to determine whet it should calculate the fair value of a repwtunit. If, after assessing
qualitative factors, an entity determines thas ihot more likely than not (a likelihood of mor@th50 percent) that the fair value
of a reporting unit is less than its carrying antptimen the two-step goodwill impairment test is\ecessary. This accounting
guidance is effective for the Company in fiscal 2@t early adoption is permitted. The Companysdu# expect the impact of
this new accounting guidance to have a materiahghpn its financial condition or results of operas.

In December 2011, the FASB issued nevowaaiing guidance on disclosures about offsettirgptgsand liabilities. The
requirements for offsetting are different under UGRAP and IFRS. Therefore, the objective of tigounting guidance is to
facilitate comparison between financials statemprtpared under U.S. GAAP and IFRS by enhancingjatiares of the effect
or potential effect of netting arrangements on atityés financial position, including the effect potential effect of rights of
setoff associated with certain assets and liadlitiThis accounting guidance will be effectivetfte Company on April 1, 2013.
The Company does not expect the impact of this @aes@unting guidance to have a material impact®ofiriincial condition or
results of operations.

2. INCOME TAXES

Accounting for Uncertainty in Income Taxes
As of December 31, 2011, the Company’s unrecogniagdenefits totaled $8,790, all of which wouldpiaat the Company’s
effective tax rate if recognized.

The Company recognizes interest and pesalelated to unrecognized tax benefits in incdare expense. As of
December 31, 2011, accrued interest and penattigled $8,574 and $1,365 respectively.

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

Other than the expiration of an applicadtigute of limitations pertaining to an internatib unrecognized tax benefit of
$1,468, interest of $7,357, and penalties of $4Bé, Company does not foresee any reasonably pesshidnges in the
unrecognized tax benefits in the next twelve moriibhs must acknowledge circumstances can changetaumexpected
developments in the law. In certain jurisdictiotas authorities have challenged positions thatGhepany has taken related to
recognized benefits that are material to its fin@nstatements. The Company believes it is mdeelyli than not that it will
prevail in these situations and accordingly havierecorded liabilities for these positions. Then@any expects the challenged
positions to be settled at a time greater thanwsvalonths from its balance sheet date.

The Company and its subsidiaries file 8.UJederal consolidated income tax return as veetieturns in several U.S. states
and a number of foreign jurisdictions. As of Det®@m31, 2011, the Company’s earliest open tax f@ad.S. federal income
tax purposes was its fiscal year ended March 3092@pen tax years in state and foreign jurisdlictigenerally range from
three to six years.

Provision for the Nine Months Ended December 31, 20

The effective tax rate used for the nine monthsedndecember 31, 2011 was 68.8% compared to an sxpe#r80.1% for the
nine months ended December 31, 2010. The effetaiveates for these periods are based on thentugstimate of full year
results including the effect of taxes related tecific events which are recorded in the interimiqukin which they occur. The
Company expects the tax rate for the year endediMait, 2012 to be 32.3% after absorption of disciteims.

For the nine months ended December 3112t Company recorded a specific event adjustregpénse of $13,867,
bringing the effective tax rate estimated for ti@ermonths of 21.4% to 68.8%. This specific ewajustment expense relates
primarily to net exchange losses on income tax atisoand additional income tax, interest, and exghagains related to
liabilities for unrecognized tax benefits. Foe thine months ended December 31, 2010, the Comeanyded a specific event
adjustment expense of $4,324, bringing the effectax rate estimated for the nine months of 19.86%.1%. This specific
event adjustment expense relates primarily to audit income tax, interest, and exchange lossesegtlto liabilities for
unrecognized tax benefits, reductions in foreigndeedit carryforwards and net exchange gains corre tax accounts. The
significant difference in the estimated effectiaa tate for the nine months ended December 31, #0@ii the statutory rate is
primarily due to net exchange losses on incomatawounts and foreign income tax rates lower therlits. rate.

3. GUARANTEES

The Company and certain of its foreign subsidiagiearantee bank loans to suppliers to finance theps. 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 camuwith 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. dmpany also guarantees bank loans of certain gotidated subsidiaries in
Asia and Zimbabwe.

-8-



Alliance One International, Inc. and Subsidiaries

3. GUARANTEES(continued)

The following table summarizes amounts guaranteekdlze fair value of those guarantees:

December 31, 2011 December 31, 2010 March 3111 20
Amounts guaranteed (not to exceed) $ 140,826 $ 102,324 $ 119,114
Amounts outstanding under guarantee 96,798 100,040 102,550
Fair value of guarantees 4,342 4,866 4,575

Of the guarantees outstanding at DecerBheR2011 approximately 95% will expire within oneay and the remainder
within five years. The fair value of guaranteeseisorded in Accrued Expenses and Other Currettilitias in the Condensed
Consolidated Balance Sheets and included in crefsco

In Brazil, some suppliers obtain governtmaubsidized rural credit financing from local bartkat is guaranteed by the
Company. The Company withholds amounts owed tpl&ns related to the rural credit financing of theplier upon delivery
of tobacco to the Company. The Company remits gaysto the local banks on behalf of the guaransegliers. Terms of
rural credit financing are such that repaymentuis t local banks based on contractual due d#&s®f December 31, 2011 and
2010 and March 31, 2011, respectively, the Compgeuybalances of $358, $301 and $27,750 that wezeddallocal banks on
behalf of suppliers. These amounts are includekttounts Payable in the Condensed ConsolidateginBalSheets.

4. RESTRUCTURING CHARGES

In response to shifting supply and demand balamees the changing business models of the Companytomers, the

Company began implementing several strategic tivda during the third quarter of fiscal 2011. édsDecember 31, 2011,

these initiatives are substantially completehe following table summarizes the restructuringl @sset impairment charges
recorded in the Company’s reporting segments duhiaghree months and nine months ended Decembh@031 and 2010:

Three Months Ended Nine Months Ended
December 31, December 31,
Restructuring and Asset Impairment Charges 2011 2010 2011 2010
Employee separation and other cash charges:
Beginning balance $ 3,793 $ - $ 6,193 $ -
Period charges:
Severance charges 67 13,181 792 13,181
Other cash charges - - 31 -
Total period charges 67 13,181 823 13,181
Payments through December 31 (433) (1,838) (3,589) (1,838)
Ending balance December 31 $3,427  $11,343 $ 3,427 $11,343
Non-current asset impairment charges - 204 760 204
Total restructuring and asset impairment chargethfo
period $ 67 $ 13,385 $ 1,583 $ 13,385

Non-current asset impairment chargespairearily for non-tobacco internally developed sadte intangible assets and
real property in Macedonia.

The following table summarizes the empgeparation and other cash charges recorded @atmpany’s South America
and Other Regions segments during the three mamith&ine months ended December 31, 2011 and 2010:

Three Months Ended Nine Months Ended
December 31, December 31,

Employee Separation and Other Cash Charges 2011 2010 2011 2010
Beginning balance: $ 3,793 $ = $ 6,193 $ =

South America 545 - 1,073 -

Other regions 3,248 - 5,120 -
Period charges: $ 67 $ 13,181 $ 823 $ 13,181

South America - - 419 -
Other regions 67 13,181 404 13,181
Payments through December 31: $ (433) $ (1,838) $ (3,589) $ (1,838)
South America (6) - (953) -
Other regions (427) (1,838) $ (2,636) (1,838)
Ending balance December 31: $3,427  $11,343 $ 3,427 $11,343
South America 538 - 538 -
Other regions 2,889 11,343 2,889 11,343

-9-



Alliance One International, Inc. and Subsidiaries

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 Compasychosen the first day of the last quarter dfistal year as the date to
perform its annual goodwill impairment test.

The Company has no intangible assets wnidkfinite useful lives. It does have other irgdne assets which are being
amortized. The following table summarizes the ¢fesnin the Company’s goodwill and other intangilftasthe three months
and nine months December 31, 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 useft
life in years as of March 31, 201 - 14 5 3
March 31, 2010 balance:
Gross carrying amount $2,794 $ 33,700 $ 7,893 $ 14,459 $ 58,846
Accumulated amortization - (8,214) (1,452) (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 - - - 251 251
Amortization expense - (422) (22) (740) (1,184)
Net September 30, 2010 2,794 24,643 6,372 9,085 42,894
Amortization expense - (421) (233) (730) (1,384)
Net December 31, 2010 2,794 24,222 6,139 8,355 41,510
Additions - - - 1,057 1,057
Amortization expense - (421) (194) (747) (1,362)
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
Impairment/other - - - (357) (357)
Amortization expense - (422) (122) (762) (1,306)
Net September 30, 2011 2,794 22,958 5,579 6,990 38,321
Additions - - - 153 153
Amortization expense - (421) (227) (745) (1,393)
Net December 31, 2011 $2,794 $ 22,537 355, $ 6,398 $ 37,081

The following table summarizes the estadantangible asset amortization expense for thefhe 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 $ 3,029 $ 5,887
2013 1,685 1,251 3,097 6,033
2014 1,685 1,251 1,659 4,595
2015 1,685 1,173 442 3,300
2016 1,685 1,097 312 3,094
Later 15,376 - 128 15,504
$ 23,801 $ 5,945 $ 8,667 $ 38,413

* Estimated amortization expense for the intesnaléveloped software is based on costs accumubedf December 31, 2011. These

estimates will change as new costs are incurrediaticthe software is placed into service in attdtions.

-10 -



Alliance One International, Inc. and Subsidiaries

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 entityhe joint venture was an
enterprise that served as a dedicated inventorglgigource in Asia and the Company’s variable igdgeiin this joint venture
related to working capital advances and guarardgéése joint venture’s borrowings. The Companyrigrated its relationship
with this entity during the three months ended J88e 2011 with no material impact on its finanaiaindition or results of
operations.

As the primary beneficiary of this VIEhet entity’s material assets, liabilities and reswlf operations were previously
included in the Company’s consolidated financiataients. The following table summarizes the riatearrying amounts of
the entity’s assets, all of which were restriciakl liabilities included in the Company’s consal@hbalance sheets.

Assets of Consolidated VIE December 31, 2010 March 31, 2011
Inventory $ 14,269 $ 5,195
Advances to suppliers 3,694 1,770
Liabilities of Consolidated VIE

Notes payable to banks 4,764 -

Amounts presented in the table aboveeasicted assets relating to the consolidated \fEaaljusted for intercompany
eliminations.

Nonconsolidated Variable Interest Entities

The Company holds variable interests in four jermtures that are accounted for under the equithadeof accounting. These
joint ventures procure inventory on behalf of thenpany and the other joint venture partners. Tdréable interests relate to
equity investments and advances made by the Comtpahg joint ventures. In addition, the Compalspa@uarantees one of its
joint venture’s borrowings which also representaaiable interest in that joint venture. The Compés not the primary
beneficiary, as it does not have the power to titee activities that most significantly impact theonomic performance of the
entities as a result of the entities’ managemedttaard of directors structure. Therefore, thegiies are not consolidated. At
December 31, 2011 and 2010, and March 31, 201X dmepany’s investment in these joint ventures w471, $25,144, and
$24,753, respectively and is classified as Investmén Unconsolidated Affiliates in the Condensednéblidated Balance
Sheets. The Company’s advances to these joint rentvere $56, $8,936 and $36 at December 31, 200 2@10, and March
31, 2011, respectively and are classified as ActsoReceivable, Related Parties in the Condenseddlidated Balance Sheets.
The Company guaranteed an amount to a joint vemotrd¢o exceed $16,115, $16,921 and $16,982 atrbeee31, 2011 and
2010, and March 31, 2011, respectively. The inmests, advances and guarantee in these joint esnt@present the
Company’s maximum exposure to loss.

7. SEGMENT INFORMATION

The Company purchases, processes, sells and Eaf¢sbacco. Tobacco is purchased in more tharodbtries and shipped to
more than 90 countries. The sales, logistics aliddfunctions of the Company are primarily conteted 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 tireas where the Company
purchases tobacco.

Selling, logistics, billing, and adminetive overhead, including depreciation, which rvéges 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 intepemy transactions are
allocated to the region that either purchases acgsses the tobacco.
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7. SEGMENT INFORMATION(continued)

The following table presents the sumnsagment information for the three months and nineths ended December 31,

2011 and 2010:

Three Months Ended
December 31,

Nine Months Ended
December 31,

2011 2010 2011 2010

Sales and other operating revenues:

South America $ 107,648 $ 140,491 $ 486,373 $ 63,64

Other regions 386,240 381,653 883,610 937,704

Total revenue $ 493,888 $ 522,144 $ 1,369,983 $ 1,572,349
Operating income:

South America $ 14,512 $ 21,640 $ 41,086 $ 1,587

Other regions 29,392 8,515 63,564 48,933
Total operating income 43,904 30,155 104,650 120,490

Debt retirement expense - 1,141 - 4,584

Interest expense 27,408 25,277 80,211 79,102

Interest income 1,999 1,660 4,776 5,579
Income before income taxes and other items $9584 $ 5,397 $ 29,215 $ 42,383

December 31, 2011 December 31, 2010 March 31, 2011

Analysis of Segment Assets
Segment assets:

South America $ 543,604 $ 639,111 $ 690,428
Other regions 1,509,302 1,217,239 1,117,902
Total assets $ 2,052,906 $ 1,856,350 $ 1,808,330

8. EARNINGS PER SHARE

The weighted average number of common shares adtstais reported as the weighted average of tta¢ $hares of common
stock outstanding net of shares of common stoctt bgla wholly owned subsidiary. Shares of commimclsowned by the
subsidiary were 7,853 at December 31, 2011 and.2T0hs subsidiary waives its right to receive daemds and 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 iranike of the shares of common stock during th@ogeand their effect would
be antidilutive. These shares totaled 4,222 atm@ghted average exercise price of $7.02 per shabe=eember 31, 2011 and
1,222 at a weighted average exercise price of §fed2hare at December 31, 2010.

In connection with the offering of the @pany’s 5 %2% Convertible Senior Subordinated Ndtes 2014, issued on July
2, 2009 (the “Convertible Notes”), the Company esdeinto privately negotiated convertible note redransactions (the
“convertible note hedge transactions”) equal to naenber of shares that underlie the Company’s Quible Notes. These
convertible note hedge transactions are expecteckdace the potential dilution of the Company’s cmon 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 incladed computation of earnings per diluted shaeahbse their inclusion would
be antidilutive.

On July 28, 2010, the Company’s boardliodctors authorized the purchase up to $40,006safommon stock through
June 30, 2012. As of December 31, 2011, the Coynpad purchased 2,380 shares of its common stoaknatighted average
price paid per share of $3.78. At December 3112@e Company did not achieve the fixed chargee@me ratio under the
indenture governing the Company’s 10% Senior Noles 2016 necessary to access the restricted payrbasket for the
purchase of common stock.
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8. EARNINGS PER SHARHcontinued)

The following table summarizes the comagioh of earnings

December 31, 2011 and 2010, respectively.

per share for the three month ine months ended

Three Months Ended
December 31,

Nine Months Ended
December 31,

(in thousands, except per share data) 2011 2010 2011 2010
BASIC EARNINGS (LOSS)
Net income (loss) attributable to Alliance One tntgional, Inc. $11,754  $(1,989) $ 9354 $ 32,112
SHARES

Weighted average number of shares outstanding ,1487 86,803 86,976 88,125

BASIC EARNINGS (LOSS) PER SHARE
DILUTED EARNINGS (LOSS)

$ .13 $ (02

$ A1 $ .36

Net income (loss) attributable to Alliance Ongernational, Inc. $11,754 $(1,989) $ 9,354 $ 32,112
Plus interest expense on 5 1/2% convertiblesyatet of tax 1,028 -* 3,083 3,083
Net income (loss) attributable to Alliance Onéernational, Inc.

as adjusted $12,782 $ (1,989) $12,437 $ 35,195

SHARES

Weighted average number of common shares odistan 87,146 86,803 86,976 88,125
Plus: Restricted shares issued and share<ablgito stock

options and restricted stock unit¢,afeshares assumed

to be purchased from proceeds at geensarket price 168 -* 282 340

Assuming conversion of 5 1/2% convéetitootes at the

time of issuance 22,872 -* 22,872 22,872

Shares applicable to stock warrants -rx -rx -rx -rx
Adjusted weighted average number of common shautstanding 110,186 86,803 110,130 111,337

DILUTED EARNINGS (LOSS) PER SHARE

$ 12 $ (02

$ A1 $ .32

* Assumed conversion of convertible notes at therbvegg of the period has an antidilutive effect @annéngs (loss) per share. For the tt
months ended December 31, 2010, all outstandéstricted shares and shares applicable to siptikns and restricted stock units
excluded because their inclusion would have amdiémiive effect on the loss per share.

** For the three months and nine months ended Déeer81, 2011 and 201(he warrants were not assumed exercised becausaehese
price was more than the average price for the gefgwesented.

9. COMPREHENSIVE INCOME

The components of comprehensive income were assil

Net income (loss)
Pension adjustment, net of tax of $399
Equity currency conversion adjustment

Total comprehensive income (loss)

Three Months Ended
December 31,

Nine Months Ended
December 31,

2011 2010 2011 2010
$ 11,806 $(2,001) $ 9,305 $ 31,893
- 931 -
(1,667) (45) (2,794) 777
10,139 (2,046) 7,442 32,670

(237)

Comprehensive income (loss) attributable to nomodiimg interest 52 (15) (49)
Total comprehensive income (loss) attributableheo@ompany $ 10,087 $ (2,031) $ 7,491 B2,

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 $690 and $6dthe three months ended December 31, 2011 @hd, 2espectively, and
$2,514 and $1,509 for the nine months ended Dece&h011 and 2010, respectively.

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

During the three months and nine monthded December 31, 2011 and 2010, respectivelyCiivapany made the
following stock-based compensation awards:

Three Months Ended Nine Months Ended
December 31, December 31,

(in thousands, except grant date fair value) 2011 2010 2011 2010
Restricted Stock

Number Granted - - - 143

Grant Date Fair Value $ - $ - $ - $ 3.34
Restricted Stock Units

Number Granted - 947 146 947

Grant Date Fair Value $ - $5%. $3.27 $ 4.59
Performance Shares

Number Granted - - - -

Grant Date Fair Value $ - $ - $ - $ -
Performance Based Restricted Stock Units

Number Granted - 2,048 - 2,048

Grant Date Fair Value $ - $ 59, $ - $ 4.59

Under the terms of both the Performankar& and Performance Based Restricted Stock hidses ultimately issued
will be contingent upon specified business perfarogagoals. If minimum standards are not attaiced)pensation paid under
these awards will be zero. Alternatively, if thexdimum performance levels described by the plaratteéned, the awards may
be 150% of the stated award.

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 $7,024 aaddtal assessment including penalties and inténestigh December 31, 2011 is
$16,668. The Company believes it has properly deahpvith Brazilian law and will contest any assassit through the judicial
process. Should the Company lose in the judiciatgss, the loss of the intrastate trade tax aediuld have a material impact
on the financial statements of the Company.

The Company also has local intrastaddrtax 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, howepgroval must be obtained
from the tax authorities. The Company has agregsneith the state governments regarding the amoamdstiming of credits
that can be sold. The tax credits have a carryalge of $34,798, which is net of impairment charbased on management’s
expectations about future realization. The ingtestrade tax credits will continue to be monitofed impairment in future
periods based on market conditions and the Compaabyjlity to use or sell the tax credits.

In 2001, the Company’s subsidiary in&lravon a claim related to certain excise taxe®|‘tredit bonus”) for the years
1983 through 1990. The Company used this IPI thaahius to offset federal income and other taxes dJanuary 2005 when it
received a Judicial Order to suspend the IPI cosgtton. In addition, the Company received an assest in 2006 for federal
income taxes that were offset by the IPI creditusonThe assessment is valued at $25,920 at Dec&hp2011. The Company
appealed the assessment and believes it has prapéided the IPI credit bonus. No benefit foethtilization of the IPI credit
bonus has been recognized as it has been recordRhsion, Postretirement and Other Long-Term liiss. On September 9,
2011, the Court affirmed the Company’s positionareling the IPI credit bonus which is subject toeglp The Company does
not expect resolution in the near future, which ldalirectly impact the outcome of the Company’segdmf the tax assessment
as well as its utilization of its remaining IPI diebonus. No benefit for any potential futurelimtition of IPI credit bonus has
been recognized.

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 Wniacluding Spain and lItaly. In respect of theestigation into practices in
Spain, in 2004 the EC fined the Company and itmBpasubsidiaries €4,415 (US $5,641). In respéth® investigation into
practices in Italy, in October 2005 the EC annodntteat the Company and its Italian subsidiariesewassessed fines in the
aggregate amount of €24,000 (US $28,800). Witheeisto both the Spanish and Italian investigatitims fines imposed on the
Company and its predecessors and subsidiariespaeref fines assessed on several participantseimpplicable industry. The
Company, along with its applicable subsidiariedgled several appeals against the EC decisionshasd tases are currently at
various stages of appeal before the European @dultistice. The outcome of the appeals is uneedaito both timing and
results. The Company has fully recognized the thpaeach of the fines set forth above and had alhiof such fines as part of
the appeal process.
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11. CONTINGENCIES AND OTHER INFORMATIONEontinued)

Other (continued)

Mindo, S.r.I. has asserted claims agairsibsidiary of the Company arising out of thef288le of the Company’s former
Italian subsidiary, Dimon lItalia, S.r.l., in an iact filed before the Court of Rome on April 12, Z00The claim, allegedly arising
from a guaranty letter issued by a consolidatedsiglidry of the Company in connection with the sasmsaction, seeks the
recovery of €7,377 (US $9,552) plus interest arstoA hearing for the disposition of this maiters held in December 2011
and the court’s ruling is pending. No amounts hasen reserved with respect to such claim.

On June 6, 2008, the Company’s Brazifiahsidiary and a number of other tobacco processers notified of a class
action initiated by the ALPAG - Associacdo Lourem@ de Pequenos Agricultrores ("Association of $iRafmers of S&o
Lourenco”). The class action’s focus is a reviefastabacco supplier contracts and business practemescifically 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 bafe@nd civil court of Sdo Lourenco do Sul. Thenany’s motion to dismiss
the class action is currently pending. The Compbealeves this claim to be without merit and isaorigusly defending it.
Ultimate exposure if an unfavorable outcome is inamkis not determinable.

In accordance with generally acceptazbanting principles, the Company records all kn@sset retirement obligations
(“*ARO") for which the liability can be reasonablgtemated. Currently, it has identified an ARO asated with one of its
facilities that requires it to restore the landtsinitial condition upon vacating the facilityThe 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 settledagatis unknown at this time. The settlement datenknown 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 liabilitythe period in which sufficient information isalable to reasonably estimate
its fair value. The Company has no additional mat&ROs.

12. DEBT ARRANGEMENTS

The Company’s liquidity requirements are affectgctiop seasonality, foreign currency and interatds, green tobacco prices,
crop size and quality, as well as other factorse Tompany monitors and adjusts funding sourcesititdtde cash from
operations and various types of financings based namber of industry, business, and financial miadynamics. Movement
and changes between these various funding sourogiles flexibility to help maximize various busgseopportunities, while
minimizing associated costs where possible. Thmgzmy's sales patterns and timing of shipmentsshiking from larger
volumes shipping in the first part of the fiscahy#o the second half of the fiscal year. Facsoich as later crop purchasing this
year in a number of regions, transportation chgksnin Africa, shifts in customer timing and mixdathe impact of Hurricane
Irene in North Carolina have collectively creatadtier timing shifts to its business this year. siish, fourth quarter shipping is
important to meeting full year expectations.

The Company continues monitoring turbogeim the capital markets as a result of the Ewappiebt crisis, and believes
that it is well positioned with no major long-terdebt maturities in the next twelve months, goodilakdity to crop lines
globally, and appropriate levels of cash on hang.of\ December 31, 2011, available credit lines eash were $775,816,
comprised of $150,647 in cash and $625,169 of tliedis, of which $10,810 million was exclusivebyfletters of credit.

Senior Secured Credit Facility

Fourth Amendment. On November 3, 2011, the Company closed the Rodmiendment to the Credit Agreement that expires
March 31, 2013. The amendment permits the exalusfospecified levels of restructuring and impaintheharges from the
financial covenants impacted by the Company’s ERITfiscal quarters ending on or prior to March 20,12 and permits the
exclusion of specified levels of costs and expemsssciated with the commercialization, sale osaligion of the Company’s
Alert business from the financial covenants impadig the Company’s EBIT for fiscal quarters endamgor prior to December
31, 2011. The amendment also extends to April2BQ2 the period in which the Company is permitedorm one or more
subsidiaries for a specified business purpose forfeed by up to $1,000 in equity and $30,000 imosdinated note investments
by the Company, provided the subsidiary or subs&iareceive revolving credit financing of up to0$2000 from third parties
and issue subordinated notes for an aggregate twf $p00,000.

The senior secured credit facility unddrich the Company had borrowings of $85,000 at béasr 31, 2011 contains
various financial covenants. The Company did neeimthe hurdle rate for the consolidated leverag® rcovenant on
December 31, 2011; however, the Company was prdvadevaiver of this covenant for the period Octobe011 through
December 31, 2011. The Company believes thatlith@iable to maintain compliance with each of financial covenants over
the next year and, accordingly, has classified$®®,000 of borrowings as long-term debt at Decenier2011. Significant
changes in market conditions could adversely affieetCompany’s business. As a result, there canobassurance that the
Company will be able to maintain compliance withfinancial covenants in the future.

Senior Notes

At December 31, 2011, the Company did not achiéeer&tio of consolidated EBITDA to fixed chargesapfieast 2.0 to 1.0
under the indenture governing the 10% Senior Noigs 2016 necessary to access the restricted payrbesket for the
purchase of common stock, payment of dividendsahdr actions under that basket. The Company fior to time may not
satisfy this ratio.
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12. DEBT ARRANGEMENT Scontinued)

Foreign Seasonal Lines of Credit

The Company has typically financed its non-U.S.rapjens with uncommitted unsecured short-term sealsines of credit at
the local level. These operating lines are sedson@ture, normally extending for a term of 180270 days corresponding to
the tobacco crop cycle in that location. Thesdlifees are typically uncommitted in that the lemsldhave the right to cease
making loans and demand repayment of loans at iamy. t These loans are typically renewed at theebui$ each tobacco
season. As of December 31, 2011, the Company pabemately $429,120 drawn and outstanding oniforseasonal lines
with maximum capacity totaling $853,535 subjectitaitations as provided for in the Credit Agreememdditionally against
these lines there was $10,810 available in unuetégt lof credit capacity with $4,316 issued butumaied.

The following table summarizes the debt financisgphDecember 31, 2011 and 2010, and March 31,.2011
December 31, 2011

Outstanding Lines and
March 31, December 31, December 31, Letters dater
2011 2010 2011 Available Rate
Senior secured credit facility:
Revolver® $ 148,000 $ 28,000 $ 85,000 $ 205,000 6.0% @
Senior notes:
10% senior notes due 2016 611,756 610,954 614,295 - 10.0%
8 2% senior notes due 2012 6,000 6,000 6,000 - 8.5%
617,756 616,954 620,295 -
5 %% convertible senior
subordinated notes due 2014 115,000 115,000 115,000 - 5.5%
Other long-term debt 4,399 3,098 54,308 70 9.7% @
Notes payable to bank® 231,407 239,786 429,120 409,289 2.9% @
Total debt $1,116,562 $1,002,838 $1,303,723 614,359
Short term $ 231,407 $ 239,786 $ 429,120
Long term:
Long term debt current $ 784 % 435 % 1,271
Long term debt 884,371 762,617 873,332
$ 885155 $ 763,062 $ 874,593
Letters of credit $ 4859 $ 3,699 $ 4,316 10,810
Total credit available $ 625,169

(1) As of December 31, 2011 pursuant to Sectidn(2) (iv) of the Credit Agreement, the full Revaolg Committed
Amount was available based on the calculation eflésser of the Revolving Committed Amount andWerking Capital
Amount.

(2) Weighted average rate for the nine months @fmBrember 31, 2011.
(3) Primarily foreign seasonal lines of credit.
13. DERIVATIVE FINANCIAL INSTRUMENTS

Fair Value of Derivative Financial Instruments

The Company recognizes all derivative financiatrindents, such as interest rate swap contractéoseigin exchange contracts
at fair value. Changes in the fair value of derixa financial instruments are either recognizedquically 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 hedgesr@corded 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 accalifite as cash flow hedges, to
the extent they are effective as hedges, are redardother comprehensive income net of deferreeista Changes in fair values
of derivatives not qualifying as hedges are regbiteincome. During the three months and nine mmem@nded December 31,
2011 and 2010, there were no qualified cash flokaorvalue hedges. Estimates of fair value westednined in accordance
with 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 fatue of the Company’s derivatives by type at Ddeen81, 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 December 31, 2011 Current derivative asse $ 51 Current derivative liability $ 80
Foreign currency contracts

at December 31, 2010 Current derivative asse $ 218 Current derivative liability $ -
Foreign currency contracts

at March 31, 2011 Current derivative asse  $ 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 transactiofhen these derivatives qualify for hedge acdogntreatment, they are
accounted for as cash flow hedges and are recimdetier comprehensive income, net of deferredsaxe

The Company has entered into forwardenay contracts to hedge cash outflows in foreigmericies around the world
for green tobacco purchases and processing cosielasis selling, administrative and general ceststhe Company deems
necessary. These contracts do not meet the rewerits for hedge accounting treatment under gegesiatiepted accounting
principles, and as such, all changes in fair valgereported in income.

The following table summarizes the eageireffects of derivatives in the Condensed Conatdii Statements of
Operations for the three months and nine monthecgi®cember 31, 2011 and 2010.

Gain (Loss) Recognized in Income

Derivatives Not Designated Location of Gain (Loss) Three Months Ended Nine Months Ended
as Hedging Instruments Recognized in Income December 31, December 31,
2011 2010 2011 2010
Foreign currency contracts  Cost of goods and services sold  $ 235 $ 15 $ 6,260 $3,771
Foreign currency contracts  Selling, administrative and
general expenses 22 10 (95) 100
Total $ 257 $ 25 $ 6,165 $ 3,871
Credit Risk

Financial instruments, including derivatives, expodie 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 doesambicipate non-performance by the counterparties o 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 previddrement benefits for substantially all U.Sagad personnel based on
years of service rendered, age and compensatibe. Cbmpany also maintains various other ExcessfBeme 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) certaivithahls in key positions.
The Company funds these plans in amounts consisinthe funding requirements of federal law aadulations.

Additional non-U.S. defined benefit plasonsored by certain subsidiaries cover certairtiite employees located in
Germany, Turkey, and the United Kingdom. In tharger 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 wile integrated with the
Company’s existing defined contribution plan whielsulted in an additional liability of $4,172 an&u30, 2011.
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14. PENSION AND POSTRETIREMENT BENEFIT{&ontinued)

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

Three Months Ended
December 31,

Nine Months Ended
December 31,

2011 2010 2011 2010
Service cost $ 526 $ 805 $ 1,667 $ 2,417
Interest expense 2,048 2,192 6,238 6,577
Expected return on plan assets (1,637) (1,428) (4,911) (4,284)
Amortization of prior service cost 27 80 17
Actuarial loss 287 335 879 1,004
Special termination benefits - 204 - 204
Curtailment gain recognized - - (4,989) -
Net periodic pension cost (benefit) $1,251 $2,114 $ (1,036) $ 5,935

Employer Contributions

The Company’s investment objectives are to genaransistent total investment return to pay antigiggplan benefits, while
minimizing long-term costs. Financial objectivaxderlying this policy include maintaining plan cobttions at a reasonable
level relative to benefits provided and assuringt thnfunded obligations do not grow to a level ttvaeasely affect the
Company’s financial health. As of December 31, 2Z0dontributions of $8,814 were made to pensiom®lr fiscal 2012.
Additional contributions to pension plans of appnoately $3,886 are expected during the remainddisoél 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 changiesgdrest rates.

Postretirement Health and Life Insurance Benefits

The Company also provides certain health and tifaiiance benefits to retired employees, and thigiblke dependents, who
meet specified age and service requirements. A¥ecémber 31, 2011, contributions of $555 were nmadbe plans for fiscal
2012. Additional contributions of $449 to the Haare expected during the rest of fiscal 2012. Cbhmpany retains the right,
subject to existing agreements, to modify or elatérnthe postretirement medical benefits.

Components of Net Periodic Benefit Cost

Net periodic benefit cost for postretirement heaitl life insurance benefit plans consisted ofdiewing:

Three Months Ended

December 31,

Nine Months Ended
December 31,

2011 2010 2011 2010
Service cost $ 18 $ $ 55 $ 60
Interest expense 167 166 500 499
Amortization of prior service cost (412) (410) (1,233) (1,232)
Actuarial loss 101 108 303 325
Net periodic pension cost (benefit) $ (125) $ (116) $ (375) $ (348)

15. INVENTORIES

The following table summarizes the Company’s costaventory:

December 31, 2011

December 31, 2010

March 31, 2011

Processed tobacco $ 830,548 $ 700,144 $ 525,759
Unprocessed tobacco 196,355 79,765 230,831
Other 36,392 40,074 43,775

$1,063,295 $ 819,983 $ 800,365
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16. SALE OF RECEIVABLES

The Company sells trade receivables to unaffilidieaincial institutions under two accounts receleadecuritization programs.
Under the first program, the Company continuoushissa designated pool of trade receivables tcegiappurpose entity, which
in turn sells 100% of the receivables to an uriaféd financial institution. This program allowstCompany to receive a cash
payment and a deferred purchase price receivablgofd receivables. Following the sale and transfahe receivables to the
special purpose entity, the receivables are istl&tem the Company and its affiliates, and upon ghke and transfer of the
receivables from the special purpose entity toutafiliated financial institutions effective cootrof the receivables is passed to
the unaffiliated financial institution, which hall gghts, including the right to pledge or selketheceivables. The investment
limit with this financial institution is $125,000nd requires a minimum level of deferred purchaseepto be retained by the
Company in connection with the sales. The Compmamyinues to service, administer and collect tloeik@bles on behalf of the
special purpose entity and receives a servicingpfeB% of serviced receivables per annum. AsGbepany estimates the fee
it receives in return for its obligation to servitese receivables is at fair value, no servicisgpts or liabilities are recognized.
Servicing fees recognized during the three montitsrane months ended December 31, 2011 and 2016€ ne¢rmaterial and
are recorded as a reduction of Selling, Administeaind General Expenses within the Condensed Gdated Statements of
Operations.

The agreement for the second securitimgtrogram was executed on September 28, 2011 éetthe Company and an
unaffiliated financial institution. This prograrsa allows the Company to receive a cash paymeaheateferred purchase price
receivable for sold receivables. This is an uncdtech program, whereby the Company offers recerslibr sale to the
unaffiliated financial institution, which are thenbject to acceptance by the unaffiliated finanicisiitution. Following the sale
and transfer of the receivables to the unaffiliafieéincial institution, the receivables are isotafeom the Company and its
affiliates, and effective control of the receivable passed to the unaffiliated financial instdatiwhich has all rights, including
the right to pledge or sell the receivables. Thestment limit with this financial institution #35,000. The Company receives
no servicing fee from the unaffiliated financialsiitution and as a result, has established a s$egvigability based upon
unobservable inputs, primarily discounted cash flovhis liability is recorded in Accrued Expensesl @ther Liabilities in the
Condensed Consolidated Balance Sheets.

Under both programs, all of the receieabdold to the unaffiliated financial institutiofts cash are removed from the
Condensed Consolidated Balance Sheet and the sietpcaceeds received by the Company are includexhsts provided by
operating activities in the Condensed Consolid&tadements of Cash Flows. A portion of the puret@gce for the receivables
is paid by the unaffiliated financial institutioits cash and the balance is a deferred purchase maeivable, which is paid as
payments on the receivables are collected fromwattadebtors. The deferred purchase price recevagresents a continuing
involvement and a beneficial interest in the transfd financial assets and is recognized at fawevas part of the sale
transaction. The deferred purchase price recedgadnle included in accounts receivable in the Qusel Consolidated Balance
Sheets and are valued using unobservable inpetslével three inputs), primarily discounted ctistv.

The difference between the carrying amatithe receivables sold under these programstadum of the cash and fair
value of the other assets received at the timeaoffer is recognized as a loss on sale of théettl@ceivables and recorded in
Other Income in the Condensed Consolidated Statsnoé®perations.

The following table summarizes the Compaiagcounts receivable securitization informatisrofithe dates shown:

December 31, March 31,
2011 2010 2011
Receivables outstanding in facility:

As of December 31 $136,196 $ 72,642 $ 53,156
Beneficial interest as of December 31 $ 34,405 $ 23,350 $ 15,797
Servicing liability as of December 31 $ 28 $ - $ =
Impact on beneficial interest resulting from changrediscount rate:

10% $ 66 $ 33 $ 25

20% $ 133 % 65 $ 51
Criteria to determine beneficial interest as of &aber 31:

Weighted average life in days 63 to 90 71 67

Discount rate (inclusive of 0.5% servicing fee) 2.54% to 3.78% 2.48% 2.46%

Unused balance fee 0to 0.40% 0.40% 0.40%
Cash proceeds for the nine months ended December 31

Cash purchase price $ 461,237  $ 335,065

Deferred purchase price 217,522 163,097

Service fees 399 399

Total $679,158 $498,561
Loss on sale of receivables

Three months ended December 31 $ 967 $ 715

Nine months ended December 31 $ 3,225 $ 1,662
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17. FAIR VALUE MEASUREMENTS

The financial assets and liabilities measured atvalue include derivative instruments, securtizeeneficial interests and
guarantees. The non-financial assets and liaslitheasured at fair value primarily include assesssnof investments in
subsidiaries, goodwill and other intangible assmid long-lived assets for potential impairment. e Tdarrying value and
estimated fair value of the Company’s long-termtdab shown in the table below.

December 31, 2011 December 31, 2010 March 31, 2011
Long-term debt
Carrying value $ 874,603 $ 763,052 $ 885,155
Estimated fair value 785,090 796,213 905,330

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

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

Level 2 — Quoted prices for similar assets or lis 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 moded unobservable.

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

Derivative Securitized Derivative
financial beneficial Total financial Total

instruments interests Assets instruments Guarantees Liabilities
Level 1 $ - $ - $ - $ - $ - $ -
Level 2 51 - 51 80 - 80
Level 3 - 34,405 34,405 - 4,342 4,342
Totals for December 31, 2011 $ 51 $34405 $ 34,456 $ 8 $ 4,342 $ 4,422
Level 1 $ - $ - % - $ - $ - $ -
Level 2 218 - 218 - - -
Level 3 - 23,350 23,350 - 4,866 4,866
Totals for December 31, 2010 $ 218 $23350 $ 23,568 $ - $ 4,866 $ 4,866
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 $ 4575

The following tables present the changes in Levies8uments measured on a recurring basis:

Three Months Ended Nine Months Ended
December 3, 201! December 3, 2011
Beneficial Interest Beneficial Interest
in Securitized in Securitized
Receivables Guarantees Receivables Guarantees
Beginning Balance $ 28,426 $ 5,005 $ 15,797 $ 4,575
Issuance of guarantees/sales of receivables 2@9,9 326 141,880 4,925
Settlements (32,974) (989) (120,047) (4,807)
Changes in anticipated loss rate - - - (351)
Losses recognized in earnings (967) - (3,225) -
Ending Balance December 31, 2011 $ 34,405 4,342 $ 34,405 $ 4,342
Three Months Ended Nine Months Ended
December 3, 2010 December 3, 2010
Beneficial Interest Beneficial Interest
in Securitized in Securitized
Receivables Guarantees Receivables Guarantees
Beginning Balance $ 25,528 $ 4,830 $ 25,125 $ 13,478
Issuance of guarantees/sales of receivables 9%1,8 512 143,178 5,791
Settlements (53,355) (476) (143,291) (14,403)
Changes in anticipated loss rate - - - -
Losses recognized in earnings (715) - (1,662) -
Ending Balance December 31, 2010 $ 23,350 4,866 $ 23,350 $ 4,866
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17. FAIR VALUE MEASUREMENT Scontinued)

The amount of unrealized losses relatingssets still held December 31, 2011 and 20id, March 31, 2011 was $493,
$366 and $288, respectively, all relating to seizeil beneficial interests. Gains and losses deduin earnings are reported in
Other Income in the Condensed Consolidated Statisnoé®perations.

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 coyoatety 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 agsioms based on the
Company’s historical experience, market trendsamtitipated performance relative to the particakssets securitized. The fair
value of guarantees is based upon the premium émep&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.

Fair Value of Nonfinancial Assets and NonfinanciaLiabilities

The Company measures certain nonfinancial assdta@mnfinancial liabilities at fair value on a noouering basis. These assets
and liabilities include assets acquired and lieib#iassumed in an acquisition or in a nonmonetachange and property, plant
and equipment and intangible assets that are wiitbevn to fair value when they are held for salel@ermined to be impaired.
During the quarter ended December 31, 2011, thepaamrecorded property that was received in a nowtaoy exchange at
fair value of $26,250. The fair value was deteedintilizing independent third party real estatprajsals.

18. RELATED PARTY TRANSACTIONS

The Company’s operating subsidiaries engage inséretions with related parties in the normal couw$ebusiness. The
following is a summary of balances and transactieitis related parties of the Company:

December 31, 2011 December 31, 2010 March 31, 2011

Balances:

Accounts receivable $ 44,536 $ 71,167 $ 61,981

Accounts payable 17,593 13,581 38,937
Three Months Ended Nine Months Ended

December 31, December 31,

2011 2010 2011 2010

Transactions:

Purchases $ 49,678 $ 47,432 $127,47 $96,197

The Company’s operating subsidiaries hawered 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 balareéaim the Zimbabwe subsidiary includes a $9,12@igé to a bank, which
has been recorded in Notes Payable to Banks.
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ltem 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 revenue for the quaree wnpacted by shipment timing as well as loweegrcosts for the current
crop that have been passed on to our customersievéw, gross profit and gross profit as a percentdgevenues improved due
to product mix, lower processing cost per kilo dodarger crops and factory efficiencies. Opexaimcome and pretax income
also improved compared to last year mainly duenttaaced margins, the non-recurrence of a reserva éostomer receivable
and the substantial completion of our restructuimtiative that began last year partially offset thecreased gains on sales of
assets in Brazil. Tax expense for the quarteredesad to $5.7 million compared to $8.5 million tie fprior year resulting in
$11.8 million of net income, a $13.8 million incseaover the prior year quarter.

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 mordtiod adjust funding sources that include cash frperations and various types
of financings based on a number of industry, bissinand financial market dynamics. Movement arahghs between these
various funding sources provides flexibility to pehaximize various business opportunities, whil@imizing associated costs
where possible. We continue monitoring turbuleimctie capital markets as a result of the Europksdnt crisis, and believe that
we are well positioned with no major long-term deidturities in the next twelve months, good avdlilgbto crop lines
globally, and appropriate levels of cash on haAd.of December 31, 2011, available credit lines eash were $775.8 million,
comprised of $150.6 million in cash and $625.2 ioiillof credit lines, of which $10.8 million was éusively for letters of
credit.

Outlook

We will continue to modify our operations to meéanging market conditions. Combined with reducexp sizes in Brazil,
Africa and other parts of the world we believe #ieft back towards global supply and demand equuiib for tobacco is
beginning. As stated in prior quarters, our saEserns and timing of shipments are shifting flanger volumes shipping in the
first part of our fiscal year to the second halftloé fiscal year. Factors such as later crop pwsingathis year in a number of
regions, transportation challenges in Africa, shift customer timing and mix, and the impact of fitane Irene in North
Carolina have collectively created further timirgfts to our business this year. As such, fouthrter shipping is important to
meeting our full year expectations. We believe fagtory investments are reducing operating expease we will continue to
deploy capital where our customers see value ingrosustainability and social responsibility. Congal with improved
shipping schedules we anticipate building on thesstive trends as we move through the remaindéhisfyear and into the
next year.

RESULTS OF OPERATIONS:

Condensed Consolidated Statements of Operations

Three Months Ended Nine Months Ended
December 31, December 31,
Change Change

(in millions) 2011 $ % 2010 2011 $ % 2010
Sales and other operating revenues $4939 $(28.2) (5.4) $5221 $1,370.0 $(202.3 (12.9) $1,572.3
Gross profit 65.8 5.2 8.6 60.6 193.3 (16.8) (8.0) 210.1
Selling, general and administrative expens  33.9 (35 (9.4 374 103.2 (13.0) (11.2) 116.2
Other income 12.1 (8.2) 20.3 16.2 (23.8) 40.0
Restructuring charges 0.1 (13.3) 13.4 1.6 (11.8) 13.4
Operating income 439  13.7* 30.2* 104.7 (15.8) 120.5
Debt retirement expense - (1.2) 1.1 - (4.6) 4.6
Interest expense 27.4 2.1 25.3 80.2 1.1 79.1
Interest income 2.0 0.3 1.7 4.8 (0.8) 5.6
Income tax expense 57 (2.8) 8.5 20.1 7.3 12.8
Equity in net income (loss) of investee
companies (1.0) (2.1) 1.1 0.2 (2.1) 2.3
Income (loss) attributable to noncontrolling

interests 0.1 0.1 - - 0.2 (0.2)
Net income (loss) attributable to Alliance
One International, Inc. $ 11.8* $ 13.8* $ (20* $ 9.4 $ (22.7 $ 321

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

Sales and Other Operating Revenue Supplemental Infmation

Three Months Ended Nine Months Ended
December 31, December 31,
Change Change

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

Sales and other operating revenues $ 4619 (29.1) (5.9) $491.0 $1,297.5% (234.9) (15.3) $1,532.4

Kilos 99.6 (8.3) (7.7) 107.9 2754  (65.2) (19.1) 340.6

Average price per kilo $ 464% 09 20 $ 455 $ 471% 21 47 $ 450
Processing and other revenues $ 320 $ 09 29 $ 311 $ 72f% 326 81.7 $ 39.9
Total sales and other operating revenues $ 4939 (28.2) (5.4) $522.1 $1,370.0 $(202.3) (12.9) $1,572.3

Three Months Ended December 31, 2011 Compared to Tée Months Ended December 31, 2010
Summary. Sales and other operating revenues decreased 3idférity due to the timing of shipments and the aopof lower
green costs for the current crop that have beesepasn to our customers. Although revenues detligmss profit increased
slightly and gross profit as a percentage of sae®ased from 11.6% in 2010 to 13.3% in 2011 pripaue to product mix,
lower processing cost per kilo and better efficieacfrom factory capital investments. Selling, g&h and administrative
expenses decreased 9.4%. Other income in theymérincluded gains primarily from the sale ofaoto supplier contracts and
other assets in Brazil to PMI. Other income in therent year is primarily from asset gains relate@n exchange of our land
and warehouses for similar property in Brazil. Q@estructuring initiative that began in the pricgay is now substantially
complete. As a result of improved margins andntbie-recurrence of prior year costs, our operatmgine increased this year
by 45.4% or $13.7 million compared to the prior rye&Vith relatively constant net interest costst pretax income increased
$13.1 million compared to last year.

Our effective tax rate decreased from.9%6in 2010 to 30.9% in 2011. The significant g&ade in the effective tax rate
between 2011 and 2010 is primarily related to gmeevent adjustment expense in the prior yeartdueductions in foreign tax
credit carryforwards.

South America RegionTobacco revenues decreased $33.1 million or 236ftarily due to a decrease of 1.5 million kilos i
quantities sold and a decrease of $1.04 per kikvé@rage sales prices. The decrease in volumairdyrattributable to a smaller
Argentine crop this year and shipments in earligrters this year compared to last year. The dseri average sales price is
primarily related to product mix and the impaclafer green costs for the current crop in Brazitthave been passed on to the
customer. The current crop is larger than norrodlof lower quality. As a result, green costslamer than the prior year even
though exchange rates have appreciated. Processihgther revenues increased by $.5 million coeth&r the prior year.

Gross profit decreased $4.8 million amdsg profit as a percentage of sales decreasedsialmo percentage points
compared to the prior year primarily due to produaet, continued pressures on margin and the negatichange rate.

Other Regions. Tobacco revenues increased slightly by $4.0 enillor 1.2% primarily from an increase of $.43 p#éo kn
average sales prices due to product mix. Part@fgetting the impact of increased average sateepis a decrease of 6.8
million kilos in quantities sold due to the timiond shipments that occurred earlier in the curre@rycompared to the prior year.
Processing and other revenues increased by $.ébmillGross profits increased $10.0 million andsgranargin as a percentage
of sales increased over two percentage points i 2@mpared to 2010 due to product mix, improvexdofy efficiencies and
the positive exchange rate impact on foreign denated operating costs.

Nine Months Ended December 31, 2011 Compared to NirMonths Ended December 31, 2010
Summary. Compared to the prior year, sales and other operativenues decreased 12.9% primarily due to tpadétof PMI's
purchase of our tobacco suppliers in Southern Biazihe prior year, lower green costs for the eatrcrop that have been
passed on to the customer and opportunistic sald®iprior year that did not recur. While grossfip decreased accordingly,
our gross profit as a percentage of sales for the months increased slightly from 13.4% to 14.1%elling, general and
administrative expenses decreased 11.2% primarilgompensation costs and a prior year reserve farstomer receivable
partially offset by independent monitor costs ofi$@illion this year. Other income in the priorayavere gains primarily from
our sale of tobacco supplier contracts and othegtasn Brazil to PMI compared to asset gains pilpnfrom our exchange of
property in Brazil this year. Our restructuringtiative that began in the prior year is now substdly complete. Operating
income decreased 13.1% compared to the prior yedower sales and margins and decreased Brazifaat gjains were
substantially offset by the non-recurrence of psiear costs. Pretax income decreased $13.2 mitiionpared to last year in
line with our expectations.

Our effective tax rate increased froml186.in 2010 to 68.8% in 2011. The significant vac@ in the effective tax rate
between 2011 and 2010 is primarily related to aifipeevent adjustment expense due to net exchéogges on income tax
accounts.
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RESULTS OF OPERATIONS: (continued)

Nine Months Ended December 31, 2011 Compared to NirMonths Ended December 31, 201(@ontinued)
South America RegionTobacco revenues decreased $168.5 million oR2@emarily due to a decrease of 24.4 million kilos
guantities sold and a decrease of $.39 per kilavierage sales prices. The decrease in volume iigynattributable to the
impact of PMI's purchase of our tobacco supplier$Southern Brazil in the prior year. The decrdasaverage 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 appdciftartially offsetting lower tobacco revenuesiacreased processing and
other revenues of $20.9 million primarily from pi@ysly announced long-term processing agreemerits BRI and JTI that
began with this year’s crop.

Gross profit decreased $14.8 million heevegross margin as a percentage of sales incresdiggdly by one half of a
percentage point compared to the prior year prignate to product mix and recoveries of prior uonegred tobacco supplier
advances as a result of the larger crop size #as.y

Other Regions.Tobacco revenues decreased $66.4 million or Hdbarily as a result of a decrease of 40.8 millkdlios in
quantities sold partially offset by an increasebdd3 per kilo in average sales prices. Procesambother revenues increased
$11.7 million. Gross profits decreased $2.0 milllmwever gross margin as a percentage of salesaged approximately one
percentage point due to product mix and improvetbfy efficiencies.

Average sales prices increased primatig to product mix. The prior year included higvetumes of Chinese
byproducts that have returned to more normalizeglsethis year. Decreased revenues were primdrly to prior year
opportunistic Asian sales, a smaller oriental dropurkey this year, a later start to the procegsieason in many markets and
the impact of lower green costs for the currenp@oross many regions that have been passed be tmstomer.

LIQUIDITY AND CAPITAL RESOURCES:

Overview

Our business is seasonal, and purchasing, progessihselling activities have several associatedtgpehere cash on hand and
outstanding indebtedness may be significantly great less than at fiscal year-end. We utilize tph excess of cash flow
from operations to finance accounts receivableemtory and advances to tobacco suppliers in foremmmtries, including
Argentina, Brazil, Guatemala, Malawi, Tanzania, Keyrand Zambia. In addition, from time to time, may elect to purchase,
redeem, repay, retire or cancel indebtedness fwistated maturity under our various foreign créidi¢s, senior secured credit
agreement or indentures, as permitted therein. NDmember 3, 2011, we closed the Fourth Amendmenthéo Credit
Agreement. See Note 12 “Debt Arrangements” to “thetes to Condensed Consolidated Financial Statéshdar further
information. Effective December 31, 2011, we did achieve the fixed charge coverage ratio undeirtienture governing our
Senior Notes due 2016 necessary to access thetexbtpayments basket for the purchase of commueksthe payment of
dividends and other actions under that basketmRime to time we may not satisfy this ratio.

As of December 31, 2011, we are in the@ss of repaying our South American related cnogslias we continue to ship
inventory and collect receivables. In Africa, wentinue to ship product which should continue itite first quarter of fiscal
year 2013 as well as the purchase of the new ctiphwshould begin mid-March. In Asia, the Indiatyddre and Indonesian
crops are approaching the end of the processinglaipging is in full force. Europe continues shiygpof the current crop and
is preparing to purchase the new crop during tiuettiofiscal quarter. North America has completie@ tured processing with
shipping winding down and has commenced the puinehaprocessing and shipping of the burley cropchghould continue
into the fourth fiscal quarter, seasonally elevgiiis working capital requirements. Depreciatidrilee U.S. dollar versus many
of the currencies in which we have costs may comtito have an impact on our working capital requ@sts, as such, we will
monitor and hedge foreign currency costs prudeatid, as needed on a currency by currency basis.

Working Capital

Our working capital increased from $846.9 milliararch 31, 2011 to $859.1 million at December&111. Our current ratio
was 2.2 to 1 at December 31, 2011 compared too218at March 31, 2011. Working capital increased aesult of decreased
accounts payable partially offset by the net inseem cash on hand at December 31, 2011 from thection of accounts
receivable. The seasonal increase in notes pagabledvances from customers for the purchasingesakssing of tobacco in
the United States and Africa as well as the finagaf crops in South America and in Europe is prilpaffset by related
increases in inventories and advances to tobaquulists.
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LIQUIDITY AND CAPITAL RESOURCES: (continued)

Working Capital (continued)

The following table is a summary of itefrem the Condensed Consolidated Balance Sheet€andensed Consolidated
Statements of Cash Flows. Approximately $14.7ionillof our outstanding cash balance at Decembe811 was held in
foreign jurisdictions. As a result of our cash de@broad, it is our intention to permanently restvthese funds in foreign
jurisdictions regardless of the fact that, duehte valuation allowance on foreign tax credit cavers, the cost of repatriation
would not have a material financial impact.

As of
December 31, March 31,

(in millions except for current ratio) 2011 2010 2011
Cash and cash equivalents $ 150.6 $ 414 $ 435
Net trade receivables 186.8 185.0 279.9
Inventories and advances to tobacco suppliers 1,146.4 923.7 874.9
Total current assets 1,591.1 1,312.1 1,317.3
Notes payable to banks 429.1 239.8 231.4
Accounts payable 64.4 70.0 86.1
Advances from customers 113.0 92.5 17.6
Total current liabilities 732.0 529.7 470.4
Current ratio 22to1 25t01 28tol
Working capital 859.1 782.4 846.9
Total long term debt 873.3 762.6 884.4
Stockholders’ equity attributable to Alliance Omegdrnational, Inc. 322.6 415.3 312.8
Net cash provided (used) by:

Operating activities (53.7) (96.0) (183.0)

Investing activities (30.9) (2.6) (15.9)

Financing activities 189.2 10.1 113.0

Operating Cash Flows

Net cash used by operating activities decreased3$d@llion in 2011 compared to 2010. The decreimseash used was
primarily due to more cash provided from trade resd@les as a result of the timing of cash receipiseye advances from
customers for the current crop and less cash usquhfyables and accrued expenses. These incieasesh flow were partially
offset by increased inventories and advances tactbsuppliers due to larger crops and delaysdogssing and shipping.

Investing Cash Flows

Net cash used by investing activities increased3g8llion in 2011 compared to 2010. The increaseash used was primarily
attributable to the non-recurrence of prior yeagrds. The prior year included proceeds from the shassets to PMI in Brazil
partially offset by increased purchases of propgignt and equipment related to the constructiooun new facility in Brazil.
The current year includes more normalized levelproperty, plant and equipment purchases and pdscieem sales of fixed
assets.

Financing Cash Flows

Net cash provided by financing activities increa$&@9.1 million in 2011 compared to 2010. Thig@ase was primarily due to
the change in net proceeds from short-term borrgsvidue to delays in processing and shipping the¢ hasulted in longer
financing periods for the current crop. Additiosakh inflows also resulted from an increase inpneteeds from our long-term
revolver borrowings and the repurchase of commonksin the prior year. We continuously monitor aadjust our funding

sources based on business dynamics in order tmeatasiness flexibility and reduce costs.
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LIQUIDITY AND CAPITAL RESOURCES: (continued)

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 December 31, 2011, we had c&§1%0.6 million and
total debt outstanding of $1,303.7 million compdise $85.0 million of revolver borrowings, $429.1llinn of notes payable to
banks, $54.3 million of other long-term debt, $&L#illion of 10% senior notes, $6.0 million of 8.58énior notes and $115.0
million of 5 %% convertible senior subordinatede®t The $197.7 million seasonal increase in npégmble to banks from
March 31, 2011 to December 31, 2011 results froticipated seasonal fluctuation to account for therent purchase and
processing of African and Brazilian tobaccos. Asggited peak borrowings by facility occurring at ttmg during the three
months ended December 31, 2011 and 2010, respgctivere $559.5 million at a weighted average iesérate of 2.92% and
$527.3 million at a weighted average interest ct8.33%. Aggregated peak borrowings by faciligorring at anytime during
the nine months ended December 31, 2011 and 206 repaid with cash provided by operating actisitidvailable credit as
of December 31, 2011 was $625.2 million compris€8295.0 million under our revolver, $409.4 milliai notes payable to
banks and $10.8 million of availability exclusivefiyr letters of credit. We expect to incur $15.0lion to $18.0 million of
maintenance capital expenditures during fiscal y&Hr2. We may also decide to deploy additionatrdisonary amounts to
enhance future business prospects, but only ifigdrnit management return thresholds are likely taadl@eved. No cash
dividends were paid to stockholders during the tmnagnded December 31, 2011. We believe that theseces of liquidity
versus our requirements will be sufficient to fund anticipated needs for the remainder of fisear2012.

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

December 31, 2011

Outstanding Lines and
March 31, December 31, Letters Interest
2011 2011 Available Rate

Senior secured credit facility:

Revolver® $ 148.0 $ 85.0 $ 205.0 6.0% @
Senior notes:

10% senior notes due 2016 611.8 614.3 - 10.0%

8 2% senior notes due 2012 6.0 6.0 - 8.5%

617.8 620.3 -

5 %% convertible senior subordinated notes due : 115.0 115.0 - 5.5%
Other long-term debt 4.4 54.3 0.1 9.7% @
Notes payable to bank® 231.4 429.1 409.3 2.9% @

Total debt $1,116.6 $1,303.7 614.4
Short term $ 2314 $ 429.1
Long term:

Long term debt current $ 0.8 $ 1.3

Long term debt 884.4 873.3

$ 885.2 $ 874.6

Letters of credit $ 4.9 $ 4.3 10.8

Total credit available $625.2

(1) As of December 31, 2011 pursuant to Sectidn(2) (iv) of the Credit Agreement, the full Revalg Committed
Amount was available based on the calculation efldsser of the Revolving Committed Amount and\Warking Capital
Amount.

(2) Weighted average rate for the nine months @fmcember 31, 2011.

(3) Primarily foreign seasonal lines of credit.

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 eatwsrmally extending for a term of 180 to 270 dagsresponding to the
tobacco crop cycle in that location. These faesitare typically uncommitted in that the lendesisénthe right to cease making
loans and demand repayment of loans at any tinmesé loans are typically renewed at the outseacti éobacco season. As of
December 31, 2011, we had approximately $429.liamilirawn and outstanding on foreign seasonal limgs maximum
capacity totaling $853.5 million subject to limitais as provided for in the Credit Agreement. Aiddially against these lines
there was $10.8 million available in unused letiecredit capacity with $4.3 million issued but unéled.
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RECENT ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED:

In May 2011, the FASB issued new accounting guidaoie fair value measurements and disclosures. obfextive 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 galieasurement disclosures. This accounting guédasicbe effective for the
Company on January 1, 2012. The Company doesxpacethe impact of this new accounting guidancéawe a material
impact on its financial condition or results of ogt#ons.

In June 2011, the FASB issued new actogmuidance on comprehensive income that was aeteimdDecember 2011.
The objective of this accounting guidance is toriowe the comparability, consistency and transpareridinancial reporting
and to increase the prominence of items reportedhiar comprehensive income. The guidance elimitte option to present
components of other comprehensive income as pahieastatement of stockholders’ equity and requinesn to be presented in
the statement of comprehensive income insteads d¢tounting guidance, as amended, will be effedtv the Company on
April 1, 2012. The Company does not expect theaiehpf this new accounting guidance to have a rahtenpact on its
financial condition or results of operations.

In September 2011, the FASB issued nesswatting guidance on testing goodwill for impairrheiihe primary objective
of this accounting guidance is to reduce compleaitd costs by allowing an entity to make a qualigatvaluation about the
likelihood of goodwill impairment to determine whet it should calculate the fair value of a repaytunit. If, after assessing
gualitative factors, an entity determines thas ihdét more likely than not (a likelihood of moreth50 percent) that the fair value
of a reporting unit is less than its carrying antotimen the two-step goodwill impairment test is\ecessary. This accounting
guidance is effective for the Company in fiscal 2@Lit early adoption is permitted. Therefore, @lmnpany plans to adopt this
guidance on January 1, 2012 which is the datesofistal 2012 annual goodwill testing. The Compadogs not expect the
impact of this new accounting guidance to have geris impact on its financial condition or resulfSoperations.

In December 2011, the FASB issued nevowaaiing guidance on disclosures about offsettirgptgsand liabilities. The
requirements for offsetting are different under UGRAP and IFRS. Therefore, the objective of thig€ounting guidance is to
facilitate comparison between financials statempntpared under U.S. GAAP and IFRS by enhancingatiares of the effect
or potential effect of netting arrangements on atityés financial position, including the effect potential effect of rights of
setoff associated with certain assets and liadlitiThis accounting guidance will be effectivetfte Company on April 1, 2013.
The Company does not expect the impact of this aes@unting guidance to have a material impact®ofiriincial condition 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. Thesatsiments, which are based on current expectatibhgure events, may be
identified by use of words such as “strategy,” “egfs,” “continues,” “plans,” “anticipates,” “belies,” “will,” “estimates,”
“intends,” “projects,” “goals,” “targets” and otharords of similar meaning. These statements alsp Ie identified by the fact
that they do not relate strictly to historical arrient facts. If underlying assumptions prove auaate 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 gated 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 impdeegulation and litigation on our customers. Atlfier list and description of
these risks, uncertainties and other factors caolred in the “Risk Factors” section of our AnniReport on Form 10-K for the
fiscal year ended March 31, 2011 and in our otii@egé with the Securities and Exchange Commissidrfe do not undertake to
update any forward-looking statements that we malgarirom time to time.

n ow "o« ” o, ” ow
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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 Il, ltem 7A “Quantitative andi§)itative 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 requirdzktdisclosed in the
reports we file or submit under the Exchange Acteisorded, processed, summarized and reportednwitie time periods

specified in the Securities and Exchange Commissionles 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 disclosurlt. should be noted that, because of inherenttditioins, our disclosure
controls and procedures, however well designedogredated, can provide only reasonable, and notliles@ssurance that the
objectives of the disclosure controls and proceslare met.
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ltem 4. Controls and Proceduregcontinued)

Evaluation of Disclosure Controls and Proceduregcontinued)

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 18a}1&f the Exchange Act), as of December 31, 20Hased on this
evaluation, our Chief Executive Officer and Chigfdncial Officer concluded our disclosure contratsl procedures (as defined
in Rule 13a-15(e) of the Exchange Act) were effectd provide reasonable assurance as of Decermb@031.

Changes in Internal Control Over Financial Reporting

As required by Rule 13a-15(d) under the Exchange the Company’s management, including the CommaYiief Executive
Officer and Chief Financial Officer, have evaluated Company’s internal control over financial repw to determine whether
any changes occurred during the quarter coverdtiibyjuarterly 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 implemmmias 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 performanceringuthe three months ended December 31, 201hefudevelopments to
the financial reporting process were implemented dperations that have previously implemented SAB the Company
substantially completed the process of implemen8Ad in its Macedonia operations. This phase effitoject has involved
changes to certain internal controls over finanagbrting, which the Company believes were madlteria

Other than the financial reporting deypef@nts for the Company’s operations that have ptesly implemented SAP and
implementation of SAP in its Macedonia operatioissulssed above there were no changes that ocalured) the three months
ended December 31, 2011 that have materially &ffiectr are reasonably likely to materially affetie Company’s internal
control over financial reporting.

Part Il. Other Information

ltem 1. Legal Proceedings

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 occumihin the leaf tobacco
industry in some countries within the European Wniacluding Spain and lItaly. In respect of theestigation into practices in
Spain, in 2004 the EC fined the Company and itsnBpasubsidiaries €4.4 million (US $5.6 million)in respect of the
investigation into practices in Italy, in Octobe®0® the EC announced that the Company and itsattadubsidiaries were
assessed fines in the aggregate amount of €24lmM{US $28.8 million). With respect to both ti8panish and Italian
investigations, the fines imposed on the Companditmpredecessors and subsidiaries were parhes fassessed on several
participants in the applicable industry. The Compalong with its applicable subsidiaries, lodgederal appeals against the
EC decisions and these cases are currently atugasiages of appeal before the European Courtstit@u The outcome of the
appeals is uncertain as to both timing and resuftse Company has fully recognized the impact aheaf the fines set forth
above and has paid all of such fines as part oéjipeal process.

Mindo, S.r.l. has asserted claims agamsibsidiary of the Company arising out of the288le of the Company’s former
Italian subsidiary, Dimon lItalia, S.r.l., in an iact filed before the Court of Rome on April 12, Z00The claim, allegedly arising
from a guaranty letter issued by a consolidatedsiglidry of the Company in connection with the sasmsaction, seeks the
recovery of €7.4 million (US $9.6 million) plus erest and costs. A hearing for the dispositiorthi matter was held in
December 2011 and the court’s ruling is pending. akhounts have been reserved with respect to aich.c

On June 6, 2008, the Company’s Brazifahsidiary and a number of other tobacco processers notified of a class
action initiated by the ALPAG - Associacdo Lourem@ de Pequenos Agricultrores ("Association of $iraimers of Sdo
Lourenco”). The class action’s focus is a reviefastabacco supplier contracts and business pragtamecifically 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 termstdigally used in the
purchase of tobacco. The case is currently bafe@nd civil court of Sdo Lourenco do Sul. Thenany’s motion to dismiss
the class action is currently pending. The Compbeleves this claim to be without merit and isorigusly defending it.
Ultimate exposure if an unfavorable outcome isirexmkis not determinable.

Item 1A. Risk Factors

As of the date of this report, there are no matetanges to the risk factors previously disclosedur Annual Report on Form
10-K for the year ended March 31, 2011. In evahgpour risks, readers should carefully considerrisk factors discussed in
our Annual Report on Form 10-K, which could matéyiaffect our business, financial condition or ogiing results, in addition
to the other information set forth in this repanti@n our other filings with the Securities and Bange Commission.

Iltem 2.  Unregistered Sales of Equity Securitied Use of Proceeds

None.
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Item 3.
None.
Item 4.
Item 5.
None.
Item 6.
10.01

31.01

31.02

32

101

Defaults Upon Senior Securities

Removed and Reserved

Other Information

Exhibits.

Fourth Amendment to Credit Agreement datedfaNovember 3, 2011 among Alliance One Intermetip
Inc., Intabex Netherlands B.V., Alliance One Int#ianal AG, the lenders from time to time partiesreto,
and Deutsche Bank Trust Company Americas, as Adinative Agent, incorporated by reference to Exthibi
10.01 to the Quarterly Report on Form 10-Q of Alie One International, Inc. for the period ended
September 30, 2011, filed on November 3, 2011 (SECNo. 1-3684).

Certification of Chief Executive Officer puant to Section 302 of the Sarbanes-Oxley Act0f22(filed
herewith)

Certification of Chief Financial Officer muwant to Section 302 of the Sarbanes-Oxley Act0ff22(filed
herewith)

Certification of Chief Executive Officer and i€h Financial Officer pursuant to Section 906 o th
Sarbanes-Oxley Act of 2002 (filed herewith)

The following materials from the Company’s Qedy Report on Form 10-Q for the fiscal quarteded
December 31, 2011, formatted in XBRL: (i) Condeh€®nsolidated Statements of Operations for theethr
months and nine months ended December 31, 201Daodmber 31, 2010; (ii) Condensed Consolidated
Balance Sheets as of December 31, 2011, Decemhe2(@D and March 31, 2011; (iii) Condensed
Consolidated Statements of Cash Flows for the ninaths ended December 31, 2011 and December 31,
2010; and (iv) Notes to Condensed Consolidatedrieiah Statements, tagged as blocks of text (subcitt
herewith)
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causidréport to be signed
its behalf by the undersigned thereunto duly aizledr

Alliance One International, Inc.

/sl Hampton R. Poole, Jr.
Date: February 9, 2012 Hampton R. Poole, Jr.

Vice President - Controller

(Chief Accounting Officer)
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Exhibits
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Index of Exhibits

Fourth Amendment to Credit Agreement datedfadNovember 3, 2011 among Alliance One Intermetip
Inc., Intabex Netherlands B.V., Alliance One Int#ianal AG, the lenders from time to time partiesreto,
and Deutsche Bank Trust Company Americas, as Adinatiive Agent, incorporated by reference to Exhibi
10.01 to the Quarterly Report on Form 10-Q of Alte One International, Inc. for the period ended
September 30, 2011, filed on November 3, 2011 (SECNo. 1-3684).

Certification of Chief Executive Officer puant to Section 302 of the Sarbanes-Oxley Act0dR22(filed
herewith)

Certification of Chief Financial Officer muwant to Section 302 of the Sarbanes-Oxley Act0ff22(filed
herewith)

Certification of Chief Executive Officer and i€h Financial Officer pursuant to Section 906 ok th
Sarbanes-Oxley Act of 2002 (filed herewith)

The following materials from the Company’s Qedy Report on Form 10-Q for the fiscal quarteded
December 31, 2011, formatted in XBRL: (i) Condeh€®nsolidated Statements of Operations for theethr
months and nine months ended December 31, 201Daocember 31, 2010; (ii) Condensed Consolidated
Balance Sheets as of December 31, 2011, Decemhe2(@D and March 31, 2011; (iii) Condensed
Consolidated Statements of Cash Flows for the mpnaths ended December 31, 2011 and December 31,
2010; and (iv) Notes to Condensed Consolidatedrieiaa Statements, tagged as blocks of text (subdhitt
herewith)
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